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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D. C. 20549

FORM 10-Q
(Mark One)

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

For the quarterly period ended September 30, 2007
OR

o 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 1-11953

Willbros Group, Inc.
(Exact name of registrant as specified in its charter)

Republic of Panama 98-0160660
(Jurisdiction of incorporation) (I.R.S. Employer Identification Number)

Plaza 2000 Building
50th Street, 8th Floor
P.O. Box 0816-01098

Panama, Republic of Panama
Telephone No.: +50-7-213-0947

(Address, including zip code, and telephone number, including
area code, of principal executive offices of registrant)

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 þ No o
     Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer. See definition of �accelerated filer and large accelerated filer� in Rule 12b-2 of the Exchange Act. (Check one):
Large Accelerated Filer o       Accelerated Filer þ       Non-Accelerated Filer o
     Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes o No þ
     The number of shares of the registrant�s Common Stock, $.05 par value, outstanding as of October 15, 2007 was
29,131,831.
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WILLBROS GROUP, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share amounts)

(Unaudited)
PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

September
30,

December
31,

2007 2006
ASSETS

Current assets:
Cash and cash equivalents $ 58,709 $ 37,643
Accounts receivable, net of allowance for bad debts of $789 and $598 181,733 137,104
Contract cost and recognized income not yet billed 29,029 11,027
Prepaid expenses 16,322 17,299
Parts and supplies inventories 2,773 2,069
Assets of discontinued operations 4,658 294,192

Total current assets 293,224 499,334

Deferred tax assets 7,978 6,792
Property, plant and equipment, net of accumulated depreciation and
amortization
of $89,028 and $78,941 120,393 65,347
Goodwill 13,184 6,683
Other assets 9,075 11,826

Total assets $ 443,854 $ 589,982

LIABILITIES AND STOCKHOLDERS� EQUITY
Current liabilities:
Notes payable and current portion of long-term debt $ 11,237 $ 5,562
Current portion of government obligations 8,075 �
Accounts payable and accrued liabilities 134,425 122,352
Contract billings in excess of cost and recognized income 7,891 14,947
Accrued income taxes 4,671 3,556
Liabilities of discontinued operations 4,639 182,092

Total current liabilities 170,938 328,509

2.75% convertible senior notes 70,000 70,000
6.5% senior convertible notes 32,050 84,500
Long-term debt 26,085 7,077
Long-term portion of government obligations 24,225 �
Long-term liability for unrecognized tax benefits 6,492 �
Deferred tax liabilities 7,369 1,728
Other liabilities 237 237
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Total liabilities 337,396 492,051

Contingencies and commitments (Note 13)

Stockholders� equity:
Class A preferred stock, par value $.01 per share, 1,000,000 shares
authorized, none issued � �
Common stock, par value $.05 per share, 70,000,000 shares authorized;
29,337,338 shares issued (25,848,596 at December 31, 2006) 1,467 1,292
Capital in excess of par value 273,840 217,036
Accumulated deficit (181,912) (120,603)
Treasury stock at cost, 205,507 shares (167,844 at December 31, 2006) (2,667) (2,154)
Accumulated other comprehensive income 15,730 2,360

Total stockholders� equity 106,458 97,931

Total liabilities and stockholders� equity $ 443,854 $ 589,982

See accompanying notes to condensed consolidated financial statements.
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WILLBROS GROUP, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except share and per share amounts)
(Unaudited)

Three Months Nine Months
Ended September 30, Ended September 30,
2007 2006 2007 2006

Contract revenue $ 246,716 $ 125,466 $ 610,168 $ 352,181

Operating expenses:
Contract 207,089 113,418 538,790 320,628
Depreciation and amortization 5,457 3,265 13,223 9,180
General and administrative 17,448 11,092 42,295 33,133
Government fines (2,000) � 22,000 �

227,994 127,775 616,308 362,941

Operating income (loss) 18,722 (2,309) (6,140) (10,760)

Other income (expense):
Interest income 1,029 337 4,433 1,350
Interest expense (2,071) (3,046) (6,552) (7,482)
Other � net (1,327) 432 (2,019) 105
Loss on early extinguishment of debt � � (15,375) �

(2,369) (2,277) (19,513) (6,027)

Income (loss) from continuing operations
before income taxes 16,353 (4,586) (25,653) (16,787)

Provision for income taxes 6,081 379 7,793 1,811

Net income (loss) from continuing
operations 10,272 (4,965) (33,446) (18,598)
Loss from discontinued operations net of
provision for income taxes (9,126) (17,136) (21,494) (46,249)

Net income (loss) $ 1,146 $ (22,101) $ (54,940) $ (64,847)

Basic income (loss) per common share:
Income (loss) from continuing operations $ 0.36 $ (0.23) $ (1.22) $ (0.87)
Loss from discontinued operations (0.32) (0.80) (0.78) (2.15)

Net income (loss) $ 0.04 $ (1.03) $ (2.00) $ (3.02)

Diluted income (loss) per common share:
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Income (loss) from continuing operations $ 0.32(1) $ (0.23) $ (1.22) $ (0.87)
Loss from discontinued operations (0.26) (0.80) (0.78) (2.15)

Net income (loss) $ 0.06 $ (1.03) $ (2.00) $ (3.02)

Weighted average number of common
shares outstanding:
Basic 28,804,907 21,557,695 27,421,927 21,480,730

Diluted 34,844,482 21,557,695 27,421,927 21,480,730

(1) See Note 8 �
Income (Loss)
Per Share for a
reconciliation of
the numerator
for the diluted
income per
share
calculation.

See accompanying notes to condensed consolidated financial statements.
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WILLBROS GROUP, INC.
CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS� EQUITY

AND COMPREHENSIVE INCOME (LOSS)
(In thousands, except share and per share amounts)

(Unaudited)

Accumulated
Capital in Other Total

Common Stock Excess of Accumulated Treasury Comprehen- Stockholders�

Shares
Par
Value Par Value Deficit Stock

sive
Income Equity

Balance, January 1,
2007 25,848,596 $ 1,292 $ 217,036 $ (120,603) $ (2,154) $ 2,360 $ 97,931
Cumulative effect
of adoption of
FIN 48 � � � (6,369) � � (6,369)

Balance January 1,
2007, as adjusted 25,848,596 1,292 217,036 (126,972) (2,154) 2,360 91,562
Comprehensive
loss:
Net loss � � � (54,940) � � (54,940)
Realization of loss
on sale of Nigeria
assets and
operations � � � � � 3,773(1) 3,773
Foreign currency
translation
adjustment � � � � � 9,597 9,597

Total
comprehensive loss (41,570)
Deferred
compensation � � 3,010 � � � 3,010
Restricted stock
grants 384,077 19 (19) � � � �
Vesting of
restricted stock
rights 9,583 1 (1) � � � �
Additions to
treasury stock,
vesting restricted
stock � � � � (513) � (513)
Exercise of stock
options 107,500 6 1,544 � � � 1,550
Stock issued on
conversion of 6.5%
senior convertible
notes 2,987,582 149 52,301 � � � 52,450
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Additional costs of
private placement � � (31)(2) � � � (31)

Balance,
September 30,
2007 29,337,338 $ 1,467 $ 273,840 $ (181,912) $ (2,667) $ 15,730 $ 106,458

(1) Removal of
previously
recorded foreign
currency
translation
adjustments
associated with
the Company�s
Nigeria
operations.

(2) Private
placement
completed
October 26,
2006.

See accompanying notes to condensed consolidated financial statements.
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WILLBROS GROUP, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands, except share and per share amounts)
(Unaudited)

Nine Months
Ended September 30,
2007 2006

Cash flows from operating activities:
Net loss $ (54,940) $ (64,847)
Reconciliation of net loss to net cash used in operating activities:
Government fines 22,000 �
Loss from discontinued operations 21,494 46,249
Depreciation and amortization 13,223 9,180
Amortization of debt issue costs 1,557 1,911
Amortization of deferred compensation 3,010 3,054
Amortization of discount on notes receivable for stock purchases � (12)
Loss on early extinguishment of debt 15,375 �
Gain on sales of property, plant and equipment (716) (4,563)
Provision for bad debts 181 181
Deferred income tax provision 1,063 90
Equity in joint ventures � (753)
Changes in operating assets and liabilities:
Accounts receivable, net (36,923) (17,630)
Contract cost and recognized income not yet billed (15,226) (7,344)
Prepaid expenses 11,239 5,055
Parts and supplies inventories (704) 224
Other assets (879) (1,503)
Accounts payable and accrued liabilities 3,466 13,830
Accrued income taxes 608 (1,446)
Long-term liability for unrecognized tax benefits 315 �
Contract billings in excess of cost and recognized income (6,772) 5,604
Other liabilities � 3

Cash used in operating activities of continuing operations (22,629) (12,717)
Cash provided by (used in) operating activities of discontinued operations 2,980 (59,585)

Cash used in operating activities (19,649) (72,302)
Cash flows from investing activities:
Proceeds from the sale of discontinued operations, net 105,568 32,082
Proceeds from sales of property, plant and equipment 1,428 8,243
Increase in restricted cash � (1,500)
Purchases of property, plant and equipment (15,890) (12,389)
Acquisition of subsidiary (24,154) �

Cash provided by investing activities of continuing operations 66,952 26,436
Cash used in investing activities of discontinued operations � (2,191)

Cash provided by investing activities 66,952 24,245
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Cash flows from financing activities:
Proceeds from issuance of 6.5% senior convertible notes � 19,500
Loss on early extinguishment of debt (12,993) �
Proceeds from issuance of common stock, net 1,519 2,226
Repayment of notes payable (8,665) (9,385)
Costs of debt issues (286) (3,776)
Acquisition of treasury stock (513) (554)
Repayments of long-term debt � (134)
Payments on capital leases (7,507) (36)

6
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Nine Months
Ended September 30,
2007 2006

Cash provided by (used in) financing activities of continuing operations $ (28,445) $ 7,841
Cash provided by financing activities of discontinued operations � �

Cash provided by (used in) financing activities (28,445) 7,841

Effect of exchange rate changes on cash and cash equivalents 2,208 (241)

Cash provided by (used in) all activities 21,066 (40,457)
Cash and cash equivalents, beginning of period 37,643 55,933

Cash and cash equivalents, end of period $ 58,709 $ 15,476

Supplemental disclosures of cash flow information:
Cash paid for interest (including discontinued operations) $ 5,659 $ 4,601

Cash paid for income taxes (including discontinued operations) $ 8,438 $ 10,790

Supplemental non-cash investing and financing transactions:
Prepaid insurance obtained by note payable (including discontinued operations) $ 10,051 $ 9,385

Equipment and property obtained by capital leases $ 29,780 $ 11,635

Settlement of officer note receivable for stock $ � $ 243

Deferred government obligation payments (including discontinued operations) $ 32,300 $ �

See accompanying notes to condensed consolidated financial statements.
7
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WILLBROS GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except share and per share amounts)
(Unaudited)

1. Basis of Presentation
     Willbros Group, Inc., a Republic of Panama corporation, and all of its majority-owned subsidiaries (the �Company�
or �WGI�) provide construction; engineering; and engineering, procurement and construction (�EPC�) services to the
energy industry and government entities. The Company�s principal markets for continuing operations are the United
States, Canada, and Oman. The Company obtains its work through competitive bidding and through negotiations with
prospective clients. Contract values may range from several thousand dollars to several hundred million dollars and
contract durations range from a few weeks to more than two years.
     The accompanying Condensed Consolidated Balance Sheet as of December 31, 2006, which has been derived from
audited consolidated financial statements, and the preceding unaudited interim Condensed Consolidated Financial
Statements as of September 30, 2007, have been prepared pursuant to the rules and regulations of the Securities and
Exchange Commission (�SEC�). Accordingly, certain information and note disclosures normally included in annual
financial statements prepared in accordance with generally accepted accounting principles have been condensed or
omitted pursuant to those rules and regulations. However, the Company believes the presentations and disclosures
herein are adequate to make the information not misleading. These unaudited Condensed Consolidated Financial
Statements should be read in conjunction with the Company�s December 31, 2006 audited Consolidated Financial
Statements and notes thereto contained in the Company�s Annual Report on Form 10-K for the year ended
December 31, 2006.
     In the opinion of management, the unaudited Condensed Consolidated Financial Statements reflect all adjustments
(which include normal recurring adjustments) necessary to present fairly the financial position as of September 30,
2007, the results of operations and cash flows of the Company for all interim periods presented, and stockholders�
equity for the nine months ended September 30, 2007. The results of operations and cash flows for the nine months
ended September 30, 2007 are not necessarily indicative of the operating results and cash flows to be achieved for the
full year.
     The Condensed Consolidated Financial Statements include certain estimates and assumptions by management.
These estimates and assumptions relate to the reported amounts of assets and liabilities at the date of the Condensed
Consolidated Financial Statements and the reported amounts of revenue and expense during the periods. Significant
items subject to such estimates and assumptions include the carrying amount of property, plant and equipment,
goodwill and parts and supplies inventories; quantification of amounts recorded for contingencies, tax accruals and
certain other accrued liabilities; valuation allowances for accounts receivable and deferred income tax assets; and
revenue recognition under the percentage-of-completion method of accounting including estimates of progress toward
completion and estimates of gross profit or loss accrual on contracts in progress. The Company bases its estimates on
historical experience and other assumptions that it believes relevant under the circumstances. Actual results could
differ from those estimates.
     As discussed in Note 4 � Discontinuance of Operations, Asset Disposals, and Transition Services Agreement, the
Company sold its TXP-4 Plant on January 12, 2006, its Venezuelan operations and assets on August 17 and
November 28, 2006, and its assets and operations in Nigeria on February 7, 2007. Accordingly, these Condensed
Consolidated Financial Statements reflect these operations as discontinued operations in all periods presented. The
disclosures in the Notes to the Condensed Consolidated Financial Statements relate to continuing operations except as
otherwise indicated.
     Certain prior period amounts have been reclassified to be consistent with current presentation.
     Cash and cash equivalents as of December 31, 2006 and September 30, 2007 includes $10,000 of cash required as
a minimum balance as stipulated by the Company�s 2006 Credit Facility. See Note 7 � Long-term Debt.
     Inventories, consisting of parts and supplies, are stated at the lower of cost or market.  Cost is determined using the
first-in, first-out (�FIFO�) method. Parts and supplies inventories are evaluated at least annually and adjusted for excess
quantities and obsolete items.
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WILLBROS GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except share and per share amounts)
(Unaudited)

2. New Accounting Pronouncements
SFAS No. 157

     In September 2006, the Financial Accounting Standards Board (�FASB�) issued Statement of Financial Accounting
Standards No. 157, �Fair Value Measurements� (�SFAS No. 157�). SFAS No. 157 clarifies the principle that fair value
should be based on the assumptions market participants would use when pricing an asset or liability and establishes a
fair value hierarchy that prioritizes the information used to develop those assumptions. SFAS No. 157 is effective for
the Company�s fiscal year beginning January 1, 2008. The Company is currently evaluating what impact, if any, this
statement will have on its consolidated financial statements.

SFAS No. 159
     In February 2007, the FASB issued Statement of Financial Accounting Standards No. 159, �The Fair Value Option
for Financial Assets and Financial Liabilities� (�SFAS No. 159�). SFAS No. 159 permits entities to choose to measure
many financial assets and financial liabilities at fair value. Unrealized gains and losses on items for which the fair
value option has been elected are reported in earnings. SFAS No. 159 is effective for fiscal years beginning after
November 15, 2007. The Company is currently evaluating what impact, if any, this statement will have on its
consolidated financial statements.

FIN 48
     In June 2006, the FASB issued FASB Interpretation No. 48, �Accounting for Uncertainty in Income Taxes � an
Interpretation of FASB Statement 109� (�FIN 48�). The Company adopted FIN 48 on January 1, 2007. FIN 48
establishes a single model to address accounting for uncertain tax positions. FIN 48 clarifies the accounting for
income taxes by prescribing a minimum recognition threshold that a tax position is required to meet before being
recognized in the financial statements. FIN 48 also provides guidance on deregulation, measurement classification,
interest and penalties, accounting in interim periods, disclosure, and transition.
     The Company, or one of its subsidiaries, files income tax returns in the U.S. federal jurisdiction, and various state
and foreign jurisdictions. With few exceptions, the Company is no longer subject to U.S. income tax examination by
tax authorities for years before 2003 and no longer subject to Canadian income tax for years before 2001 or in Oman
for years before 2005.
     As a result of the implementation of FIN 48, the Company recognized a $6,369 increase in the liability for
unrecognized tax benefits, which was accounted for as an increase to the January 1, 2007 accumulated deficit. During
the third quarter of 2007, the Company received new documentation and support regarding existing uncertain tax
positions and adjusted the FIN 48 liability accordingly. Management has identified additional uncertain tax positions
based on information not previously available. A reconciliation of the beginning and ending amount of unrecognized
tax benefits is as follows:

Effect of adopting FIN 48 at January 1, 2007 $ 6,369
Income tax liabilities recognized prior to adoption of FIN 48 158
Change in measurement of existing tax positions (1,931)
Additions based on tax positions related to the current year 110
Newly identified tax positions 1,786

Balance at September 30, 2007 $ 6,492

     The Company recognizes interest and penalties accrued related to unrecognized tax benefits in income tax expense.
The Company has recognized interest and penalties in its cumulative adjustment to the beginning accumulated deficit
in the amount of $568. During the nine months ended September 30, 2007, the Company has recognized $18 in
interest expense. Interest expense was significantly reduced during the third quarter of 2007 as a result of the change
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in measurement of existing tax positions primarily related to prior years and previously recognized in retained
earnings upon the adoption of FIN 48. Interest and penalties are included in the table above.
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WILLBROS GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except share and per share amounts)
(Unaudited)

3. Acquisitions
     Effective July 1, 2007, the Company acquired the assets and operations of Midwest Management (1987) Ltd.
(�Midwest�) pursuant to a Share Purchase Agreement. Midwest provides pipeline construction, rehabilitation and
maintenance, water crossing installations or replacements, and facilities fabrication to the oil and gas industry,
predominantly in western Canada.
     The acquisition was accounted for using the purchase method of accounting prescribed by Statement of Financial
Accounting Standards No. 141, �Business Combinations� (�SFAS No. 141�). The excess of the purchase price over assets
acquired and liabilities assumed was allocated to goodwill, which is not deductible for income tax purposes. A
summary of the initial purchase price allocation as of September 30, 2007 is as follows:

Current assets $ 7,610
Property, plant and equipment 18,258
Goodwill 5,734
Current liabilities (3,692)
Deferred income tax liability (3,756)

Net assets acquired $ 24,154

     The total purchase price amount was $24,154, consisting of $22,793 in purchase price and approximately $1,361 in
transaction costs. The final purchase price is subject to the finalization of a working capital adjustment.
4. Discontinuance of Operations, Asset Disposals, and Transition Services Agreement

Strategic Decisions
     In 2006, the Company announced that it intended to sell the TXP-4 Plant, and its assets and operations in
Venezuela and Nigeria, which led to their classification as discontinued operations (�Discontinued Operations�). The net
assets and net liabilities related to the Discontinued Operations are shown on the Condensed Consolidated Balance
Sheets as �Assets of discontinued operations� and �Liabilities of discontinued operations�, respectively. The results of the
Discontinued Operations are shown on the Condensed Consolidated Statements of Operations as �Loss from
discontinued operations, net of provision for income taxes� for all periods presented.

Nigeria Assets and Nigeria Based Operations
Share Purchase Agreement

     On February 7, 2007, the Company sold its Nigeria assets and Nigeria based operations in West Africa to Ascot
Offshore Nigeria Limited (�Ascot�), a Nigerian oilfield services company, for total consideration of $155,250 (the
�Purchase Price�). The sale was pursuant to a Share Purchase Agreement by and between the Company and Ascot dated
as of February 7, 2007 (the �Agreement�), providing for the purchase by Ascot of all of the share capital of WG Nigeria
Holdings Limited (�WGNHL�), the holding company for Willbros West Africa, Inc., Willbros (Nigeria) Limited,
Willbros (Offshore) Nigeria Limited and WG Nigeria Equipment Limited.
     In connection with the sale of its Nigeria assets and operations, the Company and its subsidiary Willbros
International, Inc. (�WII�) entered into an indemnity agreement with Ascot and Berkeley Group plc (�Berkeley�) (the
�Indemnity Agreement�), pursuant to which Ascot and Berkeley will indemnify the Company and WII for any
obligations incurred by the Company or WII in connection with the parent company performance guarantees (the
�Guarantees�) that the Company and WII previously issued and maintained on behalf of certain former subsidiaries now
owned by Ascot under certain working contracts between the subsidiaries and their customers. Either the Company,
WII or both are contractually obligated, in varying degrees, under the Guarantees to perform or cause to be performed
work related to several ongoing projects. Among the Guarantees covered by the Indemnity Agreement are five
contracts under which the Company estimates that, at February 7, 2007, there was aggregate remaining contract
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revenue, excluding any additional claim revenue, of $352,107 and aggregate estimated cost to complete of $293,562.
At the February 7, 2007 sale date, one of the contracts covered by the Guarantees was estimated to be in a loss
position with an accrual for such loss of $33,157. The associated liability was included in the liabilities acquired by
Ascot. No claims have been made against the Guarantees.
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WILLBROS GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except share and per share amounts)
(Unaudited)

4. Discontinuance of Operations, Asset Disposals, and Transition Services Agreement (continued)
Global Settlement Agreement (�GSA�)

     On September 7, 2007, the Company finalized the GSA with Ascot. The significant components of the agreement
include:

� A reduction to the purchase price of $25,000;

� Ascot agreed to provide supplemental backstop letters of credit in the amount of $20,322 issued by a
non-Nigerian bank approved by the Company;

� Ascot provided specific indemnities related to two ongoing projects that Ascot acquired as part of the
Agreement;

� Ascot and the Company agreed that all working capital adjustments as provided for in the Agreement were
resolved; and

� Except as provided in the GSA, Ascot and the Company waived all of their respective rights and obligations
relating to indemnifications provided in the February 7, 2007 Share Purchase Agreement concerning any
breach of a covenant or any representation or warranty.

     As a result of the GSA, the Company has recognized a cumulative gain on the sale of its Nigeria assets and
operations of $183. The GSA was settled by a payment to Ascot from the Company in the amount of $11,076. This
amount represents the agreed upon reduction to the purchase price, due to Ascot, of $25,000, reduced by amounts
owed by Ascot to the Company of $11,299 for services rendered under the Transition Services Agreement (�TSA�) and
$2,625 due from Ascot in the form of a note from the closing of the Agreement. Because of the GSA, Ascot�s account
with the Company was current as of September 30, 2007.

Letters of Credit
     At September 30, 2007, the Company had four letters of credit outstanding totaling $20,322 associated with
Discontinued Operations (the �Discontinued LC�s�). At the time of the February 7, 2007, sale of the Nigeria assets and
operations, in accordance with FASB Interpretation No. 45, �Guarantors Accounting and Disclosure Requirements for
Guarantees, Including Guarantees of Indebtedness of Others� (�FIN 45�), a liability was recognized for $1,575 related to
the letters of credit. This liability will be released as each of the Discontinued LCs are released or expire and the
Company is relieved of its risk related to the Discontinued LC�s. The Discontinued LC�s are scheduled to expire in the
amount of $440 on December 19, 2007, $19,759 on August 31, 2008, and $123 on February 28, 2009.
     In accordance with the Agreement, the Discontinued LC�s are backstopped by U.S. dollar denominated letters of
credit issued by Intercontinental Bank Plc, a Nigerian bank. Additionally, in accordance with the GSA, the
Discontinued LC�s are supplementally backstopped by letters of credit issued by an international bank based in Paris,
France, with a Standard and Poor�s rating of AA+/Stable as of October 25, 2007. These backstop letters of credit
provide loss security to the Company in the event any of the Company�s outstanding Discontinued LC�s are called.

Transition Services Agreement
     Concurrent with the Nigeria sale, the Company entered into a two-year TSA with Ascot.  Under the agreement, the
Company is primarily providing labor in the form of seconded employees to work under the direction of Ascot along
with specifically defined work orders for services generally covered in the TSA.  Ascot has agreed to reimburse the
Company for these services.  Through September 30, 2007, these reimbursable contract costs totaled approximately
$21,582.  The after-tax residual net loss from providing these transition services is $370, or less than 2% of the
incurred costs for the nine months ended September 30, 2007.  Both the Company and Ascot are working to shift the
transition services provided by the Company to direct services secured by Ascot.
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     Although the services provided under the TSA generate transactions between the Company and Ascot, the amounts
are not considered to be significant. Additionally, the Company�s level of support has decreased over the term of the
TSA to date, as the employees and services provided by the Company shift to direct employees and services secured
by Ascot. The Company does not have the ability to significantly influence the operating or financial policies of
Ascot. Under the provisions of Emerging Issues Task Force Issue 03-13, �Applying the Conditions of Paragraph 42 of
FASB Statement No. 144 in Determining Whether to Report Discontinued Operations� (�EITF 03-13�), the Company has
no significant continuing involvement in the operations of the former assets and operations owned in Nigeria.
Accordingly, income generated by the TSA is shown, net of costs incurred, as a component of �Loss from discontinued
operations, net of provision for income taxes� on the Condensed Consolidated Statement of Operations, and its assets
and liabilities are shown as �Assets of discontinued operations� and �Liabilities of discontinued operations�, respectively,
in the Condensed Consolidated Balance Sheets.
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4. Discontinuance of Operations, Asset Disposals, and Transition Services Agreement (continued)
Residual Equipment in Nigeria

     In conjunction with the TSA, the Company has made available certain equipment to Ascot for use in Nigeria; this
equipment was not sold to Ascot under the Agreement. Through September 30, 2007, the Company has not resolved
the rental rates for this equipment with Ascot for the period February 8, 2007 through September 30, 2007. As agreed
in the GSA, on September 14, 2007, the Company received an appraisal for this equipment; the fair-value of the
equipment was $8,477. The Company�s net book value for this equipment at September 30, 2007 was $2,377. This
equipment is comprised of construction equipment, rolling stock, and generator sets. The Company and Ascot are
working to resolve the issue of rental equipment, either through cash settlement or though an exchange of equipment.

Venezuela
Business Disposal

     On November 28, 2006, the Company completed the sale of its assets and operations in Venezuela. The Company
received total compensation of $7,000 in cash and $3,300 in the form of a commitment from the buyer, to be paid on
or before December 4, 2013. The repayment commitment is secured by a 10% interest in a Venezuelan financing joint
venture. As of September 30, 2007, no payment on the commitment has been made. The Company estimates no gain
or loss on the sale of its assets and operations in Venezuela.

TXP-4 Plant
Asset Disposal

     On January 12, 2006, the Company completed the sale of its TXP-4 Plant. The Company received cash payments
of $27,944 for the sale and realized a gain of $1,342, net of taxes of $691.
     In addition to the cash payments described above, Williams Field Services Company (�Williams�) agreed to pay the
Company a portion of any recovery that Williams may obtain based on damages, loss or injury related to the TXP-4
Plant up to $3,400. This settlement is contingent upon Williams� recovery from various third parties and is the only
ongoing potential source of cash flows subsequent to the sale date. The timing and amount of any resolution to these
claims cannot be estimated. No additional payments have been received.
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4. Discontinuance of Operations, Asset Disposals, and Transition Services Agreement (continued)
Results of Discontinued Operations

     Condensed Statements of Operations of the Discontinued Operations are as follows:

Three Months Ended September 30, 2007
Discontinued

Nigeria
Nigeria
TSA Venezuela

Opal
TXP-4 Operations

Contract revenue $ � $ 4,825 $ � $ � $ 4,825

Operating expenses:
Contract � 4,690 � � 4,690
Depreciation and amortization � 178 � � 178
General and administrative � 124 � � 124
Profit disgorgement 10,300 � � � 10,300

10,300 4,992 � � 15,292

Operating loss (10,300) (167) � � (10,467)
Other income 1,441 54 � � 1,495

Loss before income taxes (8,859) (113) � � (8,972)
Provision for income taxes � 154 � � 154

Net loss $ (8,859) $ (267) $ � $ � $ (9,126)

Three Months Ended September 30, 2006
Discontinued

Nigeria
Nigeria
TSA Venezuela

Opal
TXP-4 Operations

Contract revenue $ 102,304 $ � $ 43 $ � $ 102,347

Operating expenses:
Contract 112,432 � 114 � 112,546
Depreciation and amortization � � � � �
General and administrative 7,184 � 46 � 7,230

119,616 � 160 � 119,776

Operating loss (17,312) � (117) � (17,429)
Other income (expense) 3,478 � (1) � 3,477

Loss before income taxes (13,834) � (118) � (13,952)
Provision for income taxes 3,184 � � � 3,184

Edgar Filing: WILLBROS GROUP INC - Form 10-Q

Table of Contents 23



Net loss $ (17,018) $ � $ (118) $ � $ (17,136)
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4. Discontinuance of Operations, Asset Disposals, and Transition Services Agreement (continued)

Nine Months Ended September 30, 2007
Discontinued

Nigeria
Nigeria
TSA Venezuela

Opal
TXP-4 Operations

Contract revenue $ 30,046 $ 21,906 $ � $ � $ 51,952

Operating expenses:
Contract 34,360 20,527 � � 54,887
Depreciation and amortization � 490 � � 490
General and administrative 3,472 565 � � 4,037
Profit disgorgement 10,300 � � � 10,300

48,132 21,582 � � 69,714

Operating income (loss) (18,086) 324 � � (17,762)
Other income (expense) (1,946) 55 � � (1,891)

Income (loss) before income taxes (20,032) 379 � � (19,653)
Provision for income taxes 1,092 749 � � 1,841

Net loss $ (21,124) $ (370) $ � $ � $ (21,494)

Nine Months Ended September 30, 2006
Discontinued

Nigeria
Nigeria
TSA Venezuela

Opal
TXP-4 Operations

Contract revenue $ 375,275 $ � $ 257 $ � $ 375,532

Operating expenses:
Contract 372,487 � 562 � 373,049
Depreciation and amortization 3,607 � 378 � 3,985
General and administrative 20,339 � 322 � 20,661

396,433 � 1,262 � 397,695

Operating loss (21,158) � (1,005) � (22,163)
Other income (expense) (11,022) � 164 2,033 (8,825)

Income (loss) before income taxes (32,180) � (841) 2,033 (30,988)
Provision for income taxes 14,427 � 143 691 15,261

Net income (loss) $ (46,607) $ � $ (984) $ 1,342 $ (46,249)
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4. Discontinuance of Operations, Asset Disposals, and Transition Services Agreement (continued)
Financial Position of Discontinued Operations

     Condensed Consolidated Balance Sheets of the Discontinued Operations are as follows:

September 30, 2007
Discontinued

Nigeria
Nigeria
TSA Venezuela

Opal
TXP-4 Operations

Current assets:
Cash and cash equivalents $ � $ 130 $ � $ � $ 130
Accounts receivable, net � 1,602 � � 1,602
Prepaid expenses � 1,065 � � 1,065

Total current assets � 2,797 � � 2,797
Property, plant and equipment, net � 1,228 � � 1,228
Other noncurrent assets � 633 � � 633

Total assets � 4,658 � � 4,658
Current liabilities � 4,639 � � 4,639

Total current liabilities � 4,639 � � 4,639

Net assets of discontinued operations $ � $ 19 $ � $ � $ 19

December 31, 2006
Discontinued

Nigeria
Nigeria
TSA Venezuela

Opal
TXP-4 Operations

Current assets:
Cash and cash equivalents $ 12,964 $ � $ � $ � $ 12,964
Restricted cash 36,683 � � � 36,683
Accounts receivable, net 76,673 � � � 76,673
Contract cost and recognized income
not yet billed 79,364 � � � 79,364
Prepaid expenses 16,017 � � � 16,017
Parts and supplies inventories 21,645 � � � 21,645

Total current assets 243,346 � � � 243,346
Property, plant and equipment, net 50,723 � � � 50,723
Other noncurrent assets 123 � � � 123

Total assets 294,192 � � � 294,192
Current liabilities 148,135 � � � 148,135
Loss provision on contracts 33,957 � � � 33,957
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Total current liabilities 182,092 � � � 182,092

Net assets of discontinued operations $ 112,100 $ � $ � $ � $ 112,100
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4. Discontinuance of Operations, Asset Disposals, and Transition Services Agreement (continued)
Profit Disgorgement

     Subsequent to September 30, 2007, the Company reached an agreement in principle with the staff of the SEC to
resolve the investigation of possible violations of the Foreign Corrupt Practices Act and the U.S. securities laws
related to projects in Bolivia, Ecuador and Nigeria. As a result of this agreement in principle, subject to approval by
the SEC commissioners, the Company has recorded a $10,300 charge to discontinued operations. The $10,300 is
profit disgorgement, inclusive of accrued interest on the disgorged profit, related to a single Nigeria project included
in the February 7, 2007 sale of the Company�s Nigeria assets and operations.  The disgorged profit was previously
recognized in the results from discontinued operations, and accordingly, the full amount of $10,300 is recorded as a
charge to discontinued operations in the third quarter of 2007. This classification is consistent with the provisions of
Statement of Financial Accounting Standards No. 144, �Accounting for the Impairment or Disposal of Long-Lived
Assets� (�SFAS No. 144�). See Note 13 � Contingencies, Commitments and Other Circumstances for further discussion of
the agreement in principle.

Cash and Cash Equivalents
     Nigeria had restricted cash of $36,683 on December 31, 2006. The December 31, 2006 balance was in a
consortium bank account that required the approval of the Company and its consortium partner to disburse funds.
Additionally, cash and cash equivalents for Nigeria contained $9,482 at December 31, 2006, that was appropriated for
use by specific projects.

Parts and Supplies Inventories
     Nigeria had parts and supplies inventories of $21,645, net of reserves of $12,159, at December 31, 2006.

Loss Provision on Contracts
     The Company had recognized $33,957 of estimated losses related to two projects in Nigeria as of December 31,
2006.

Contingencies, Commitments and Other Circumstances
     At December 31, 2006, other assets and accounts receivable of the Discontinued Operations include anticipated
recoveries from insurance or third parties of $1,191, primarily related to the repair of pipelines.
5. Contracts in Progress
     Contract cost and recognized income not yet billed on uncompleted contracts arise when revenues have been
recorded, but the amounts cannot be billed under the terms of the contracts. Such amounts are recoverable from
customers upon various measures of performance, including achievement of certain milestones, completion of
specified units or completion of the contract. Also included in contract cost and recognized income not yet billed on
uncompleted contracts are amounts the Company seeks to collect from customers for change orders approved in
scope, but not for price associated with that scope change (unapproved change orders). Revenue for these amounts are
recorded equal to cost incurred when realization of price approval is probable and the estimated amount is equal to or
greater than the Company�s cost related to the unapproved change order. Unapproved change orders involve the use of
estimates, and it is reasonably possible that revisions to the estimated recoverable amounts of recorded unapproved
change orders may be made in the near-term. If the Company does not successfully resolve these matters, a net
expense (recorded as a reduction in revenues), may be required, in addition to amounts that have been previously
recorded.
     Contract cost and recognized income not yet billed, and contract billings in excess of cost and recognized income,
as of September 30, 2007 and December 31, 2006 were as follows:

September
30,

December
31,

2007 2006
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Contract cost and recognized income not yet billed $ 29,029 $ 11,027
Contract billings in excess of cost and recognized income (7,891) (14,947)

$ 21,138 $ (3,920)
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5. Contracts in Progress (continued)
     Contract cost and recognized income not yet billed includes $3,245 and $1,191 at September 30, 2007, and
December 31, 2006, respectively, on completed contracts. Included in the $3,245 unbilled at September 30, 2007, is a
$1,736 change order related to one project that has been invoiced and collected subsequent to quarter end.
6. Government Obligations
     Government obligations represent amounts to become due to government entities, specifically the Department of
Justice (�DOJ�) and the SEC, as final settlement of the investigations involving possible violations of the Foreign
Corrupt Practices Act (the �FCPA�) and possible violations of the Securities Act of 1933 and the Securities Exchange
Act of 1934. These investigations stem primarily from the Company�s former operations in Bolivia, Ecuador and
Nigeria. In October 2007, the Company reached agreements in principle, subject to approval by the DOJ and the SEC,
to settle their investigations. The agreements in principle provide for an anticipated aggregate payment of $32,300
consisting of $22,000 in fines payable to the DOJ related to FCPA violations and $10,300 of profit disgorgement
payable to the SEC.
     As a result of the agreements in principle, the Company has increased its accrual related to these investigations by
$8,300. This increase is recorded in the third quarter of 2007 and is comprised of:  1) a $2,000 reduction in the
Company�s second quarter of 2007 estimate of $24,000 in fines resulting from the DOJ actions that was recorded as a
charge to continuing operations, and 2) an additional $10,300 of profit disgorgement, inclusive of accrued interest on
the disgorged profit, resulting from SEC actions.  The profit disgorgement is related to a single Nigeria project
included in the February 7, 2007 sale of the Company�s Nigeria assets and operations.  The disgorged profit was
previously recognized in the results from discontinued operations, and accordingly, the full amount of $10,300 is
recorded as a charge to discontinued operations in the third quarter of 2007.   
     The aggregate obligation of $32,300 has been classified on the Condensed Consolidated Balance Sheets as $8,075
in �Current portion of government obligations� and the remaining $24,225 in �Long-term portion of government
obligations.� This division is based on payment terms in the agreements in principle that provide for four equal
installments, first on signing of the final settlements and annually for approximately three years thereafter.
     The agreements in principle are contingent upon the parties� agreement to the terms of a final settlement agreement,
and approval by the DOJ and SEC and confirmation by a federal district court. There can be no assurance that the
settlement will be finalized. See Note 13 � Contingencies, Commitments and Other Circumstances for further
discussion of the agreements in principle.
7. Long-term Debt
     Long-term debt as of September 30, 2007 and December 31, 2006 was as follows:

September
30,

December
31,

2007 2006
2.75% convertible senior notes $ 70,000 $ 70,000
Capital lease obligations 34,797 11,601
6.5% senior convertible notes 32,050 84,500
Other obligations 113 51
2006 Credit Facility � �

Total debt 136,960 166,152
Less current portion (8,825) (4,575)

Long-term debt $ 128,135 $ 161,577
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2006 Credit Facility
     On October 27, 2006, Willbros USA, Inc., a wholly-owned subsidiary of the Company, entered into a new
$100,000 three-year senior secured synthetic credit facility (the �2006 Credit Facility�) with a group of lenders led by
Calyon New York Branch (�Calyon�). The 2006 Credit Facility replaced the Company�s 2004 Credit Facility. The
Company may elect to increase the total capacity under the 2006 Credit Facility to $150,000, with Calyon�s consent.
Through December 31, 2007, the Company has received a commitment from Calyon to increase the capacity under
the 2006 Credit Facility to $125,000 subject to certain terms and conditions.
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7. Long-term Debt (continued)
     The 2006 Credit Facility may be used for standby and commercial letters of credit, borrowings or a combination
thereof. Borrowings, which may be made up to $25,000 less the amount of any letter of credit advances or financial
letters of credit, must be repaid at least once a year and no new revolving advances may be made for a period of 10
consecutive business days thereafter.
     Fees payable under the 2006 Credit Facility include a facility fee at a rate per annum equal to 5.0 percent of the
2006 Credit Facility capacity, payable quarterly in arrears (the facility fee will be reduced to 2.75 percent if the
Company obtains a rating from S&P and Moody�s greater than B and B2, respectively), and a letter of credit fee equal
to 0.125 percent per annum of aggregate commitments. Interest on any borrowings is payable quarterly in arrears at
the adjusted base rate minus 1.00 percent or at a Eurodollar rate at the Company�s option. The 2006 Credit Facility is
collateralized by substantially all of the Company�s assets, including stock of the Company�s principal subsidiaries. The
Company may not make any acquisitions involving cash consideration in excess of $5,000 in any 12-month period,
and $10,000 in the aggregate, without the approval of a majority of the lenders under the 2006 Credit Facility. The
2006 Credit Facility contains a requirement for the maintenance of a $10,000 minimum cash balance, prohibits the
payment of cash dividends and includes customary affirmative and negative covenants, such as limitations on the
creation of certain new indebtedness and liens, restrictions on certain transactions and payments, maintenance of a
maximum senior leverage ratio, a minimum fixed charge coverage ratio, and minimum tangible net worth
requirement. A default may be triggered by events such as a failure to comply with financial covenants or other
covenants, a failure to make payments when due, a failure to make payments when due in respect of or a failure to
perform obligations relating to debt obligations in excess of $5,000, a change of control of the Company or certain
insolvency proceedings as defined by the 2006 Credit Facility. The 2006 Credit Facility is guaranteed by the
Company and certain other subsidiaries. Unamortized costs associated with the creation of the 2006 Credit Facility
total $1,463 and $1,986 and are included in other assets at September 30, 2007 and December 31, 2006, respectively.
Because the 2006 Credit Facility has only been used to provide letters of credit, these costs are being amortized to
general and administrative expense over the three-year term of the credit facility ending October 2009.
     On May 9, 2007, the Company received consent under the 2006 Credit Facility for the cash acquisition of
Midwest. This consent stipulates that the cash consideration should not exceed $C18,500, plus actual working capital,
working capital adjustment and reasonable fees and expenses incurred in connection with the acquisition of Midwest.
     On May 16, 2007, the Company entered into an amendment to allow for cash payments not to exceed $21,000
during the term of the 2006 Credit Facility with respect to fractional shares or as a part of a separately negotiated
inducement to the holders of the 6.5% Senior Convertible Notes and 2.75% Convertible Senior Notes.
     As of September 30, 2007, there were no borrowings outstanding under the 2006 Credit Facility and there were
$80,168 in outstanding letters of credit, consisting of $59,846 issued for projects in continuing operations and $20,322
issued for projects related to Discontinued Operations. As of December 31, 2006, there were no borrowings
outstanding under the 2006 Credit Facility and there were $64,545 in outstanding letters of credit, consisting of
$41,920 issued for projects in continuing operations and $22,625 issued for projects related to Discontinued
Operations. The Company is currently prohibited from borrowing under the 2006 Credit Facility due to debt
incurrence restrictions in the 6.5% Notes.
     The 2006 Credit Facility includes customary affirmative and negative covenants, such as limitations on the creation
of new indebtedness and on certain liens, restrictions on certain transactions and maintenance of the following
financial covenants:
� A consolidated tangible net worth in an amount of not less than the sum of $116,561 plus 50 percent of

consolidated net income earned in each quarter ended after December 31, 2006;

�
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A maximum senior leverage ratio of 1.00 to 1.00 for the quarter ending September 30, 2007, and for each
quarter thereafter;

� A fixed charge coverage ratio of not less than 3.00 to 1.00, for the quarter ended September 30, 2007, and for
each quarter thereafter; and

� A prohibition on capital expenditures (cost of assets added through purchase or capital lease) if the Company�s
liquidity falls below $50,000.
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7. Long-term Debt (continued)
     If these covenants are violated, it would be considered an event of default entitling the lenders to terminate the
remaining commitment, call all outstanding letters of credit, and accelerate any principal and interest outstanding. As
of September 30, 2007;
� The Company�s consolidated tangible net worth was $151,934, which was approximately $35,373 in excess of

the tangible net worth the Company was required to maintain under the credit facility;

� The Company is in compliance with the maximum senior leverage ratio because it has incurred no revolving
advance or other senior debt;

� The Company�s fixed charge coverage ratio was 6.17 to 1.00; and

� The Company�s cash balance as of September 30, 2007 was $58,709, which allowed the Company to add
$53,926 of fixed assets to the balance sheet during the previous 12 months.

     At September 30, 2007, the Company was in compliance with all of these covenants.
6.5% Senior Convertible Notes
     On December 22, 2005, the Company entered into a purchase agreement (the �Purchase Agreement�) for a private
placement of $65,000 aggregate principal amount of its 6.5% Senior Convertible Notes due 2012 (the �6.5% Notes�).
The private placement closed on December 23, 2005. During the first quarter of 2006, the initial purchasers of the
6.5% Notes exercised their options to purchase an additional $19,500 aggregate principal amount of the 6.5% Notes.
Collectively, the primary offering and the purchase option of the 6.5% Notes total $84,500. The net proceeds of the
offering were used to retire existing indebtedness and provide additional liquidity to support working capital needs.
     The 6.5% Notes are governed by an indenture, dated December 23, 2005, that was entered into by and among the
Company, as issuer, Willbros USA, Inc., as guarantor (�WUSAI�), and The Bank of New York Mellon Corporation, as
Trustee (the �Indenture�), and were issued under the Purchase Agreement by and among the Company and the initial
purchasers of the 6.5% Notes (the �Purchasers�), in a transaction exempt from the registration requirements of the
Securities Act of 1933, as amended (the �Securities Act�). The 6.5% Notes are convertible into shares of the Company�s
stock and these underlying shares have been registered with the SEC. The 6.5% Notes, however, have not been
registered with the SEC.
     Pursuant to the Purchase Agreement, the Company and WUSAI have agreed to indemnify the Purchasers, their
affiliates and agents, against certain liabilities, including liabilities under the Securities Act. The 6.5% Notes are
convertible into shares of the Company�s common stock at a conversion rate of 56.9606 shares of common stock per
$1,000.00 principal amount of notes (representing a conversion price of approximately $17.56 per share resulting in
1,825,589 shares at September 30, 2007), subject to adjustment in certain circumstances. The 6.5% Notes are general
senior unsecured obligations. Interest is due semi-annually on June 15 and December 15, and began on June 15, 2006.
     The 6.5% Notes mature on December 15, 2012 unless the notes are repurchased or converted earlier. The Company
does not have the right to redeem the 6.5% Notes. The holders of the 6.5% Notes have the right to require the
Company to purchase the 6.5% Notes for cash, including unpaid interest, on December 15, 2010. The holders of the
6.5% Notes also have the right to require the Company to purchase the 6.5% Notes for cash upon the occurrence of a
fundamental change, as defined in the Indenture. In addition to the amounts described above, the Company will be
required to pay a �make-whole premium� to the holders of the 6.5% Notes who elect to convert their notes into the
Company�s common stock in connection with a fundamental change. The make-whole premium is payable in
additional shares of common stock and is calculated based on a formula with the premium ranging from 0 percent to
28.0 percent depending on when the fundamental change occurs and the price of the Company�s stock at the time the
fundamental change occurs.

Edgar Filing: WILLBROS GROUP INC - Form 10-Q

Table of Contents 35



     Upon conversion of the 6.5% Notes, the Company has the right to deliver, in lieu of shares of its common stock,
cash or a combination of cash and shares of its common stock. Under the Indenture, the Company is required to notify
holders of the 6.5% Notes of its method for settling the principal amount of the 6.5% Notes upon conversion. This
notification, once provided, is irrevocable and legally binding upon the Company with regard to any conversion of the
6.5% Notes. On March 21, 2006, the Company notified holders of the 6.5% Notes of its election to satisfy its
conversion obligation with respect to the principal amount of any 6.5% Notes surrendered for conversion by paying
the holders of such surrendered 6.5% Notes 100 percent of the principal conversion obligation in the form of common
stock of the Company. Until the 6.5% Notes are surrendered for conversion, the Company will not be required to
notify holders of its method for settling the excess amount of the conversion obligation relating to the amount of the
conversion value above the principal amount, if any. In the event of a default of $10,000 or more on any credit
agreement, including the 2006 Credit Facility and the 2.75% Notes, a corresponding event of default would result
under the 6.5% Notes.
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7. Long-term Debt (continued)
     On May 18, 2007, the Company completed two transactions to induce conversion with two Purchasers of the 6.5%
Notes. Under the conversion agreements, the Purchasers converted $36,250 in aggregate principal amount of the 6.5%
Notes into 2,064,821 shares of the Company�s $0.05 par value common stock. As an inducement for the Purchasers to
convert, the Company made aggregate cash payments to the Purchasers of $8,972, plus $1,001 in accrued interest for
the current interest period. In connection with the induced conversion, the Company recorded a loss on early
extinguishment of debt of $10,894. The loss on early extinguishment of debt is inclusive of the cash premium paid to
induce conversion and $1,922 of unamortized debt costs.
     On May 29 and May 30, 2007, the Company completed two additional transactions to induce conversion with two
Purchasers of the 6.5% Notes. Under the conversion agreements, the Purchasers converted $16,200 in aggregate
principal amount of the 6.5% Notes into 922,761 shares of the Company�s common stock. As an inducement for the
Purchasers to convert, the Company made aggregate cash payments to the Purchasers of $3,748, plus $480 in accrued
interest for the current interest period. In connection with the induced conversion, the Company recorded a loss on
early extinguishment of debt of $4,481. The loss on early extinguishment of debt is inclusive of the cash premium
paid to induce conversion and the write-off of $733 of unamortized debt issue costs.
     As of September 30, 2007, $32,050 of aggregate principal amount of the 6.5% Notes remains outstanding.
Unamortized debt issuance costs of $1,361 and $4,103 associated with the 6.5% Notes are included in other assets at
September 30, 2007 and December 31, 2006, respectively, and are being amortized over the seven-year period ending
December 2012.
     A covenant in the indenture for the 6.5% Notes prohibits the Company from incurring any additional indebtedness
if its consolidated leverage ratio exceeds 4.00 to 1.00. As of September 30, 2007, this covenant precluded the
Company from borrowing under the 2006 Credit Facility. Capital leases are not considered indebtedness under this
provision except to the extent by which they exceed $50,000.
2.75% Convertible Senior Notes
     On March 12, 2004, the Company completed a primary offering of $60,000 of 2.75% Convertible Senior Notes
(the �2.75% Notes�). On April 13, 2004, the initial purchasers of the 2.75% Notes exercised their option to purchase an
additional $10,000 aggregate principal amount of the notes. Collectively, the primary offering and purchase option of
the 2.75% Notes totaled $70,000. The 2.75% Notes are general senior unsecured obligations. Interest is paid
semi-annually on March 15 and September 15 and payments began on September 15, 2004. The 2.75% Notes mature
on March 15, 2024 unless the notes are repurchased, redeemed or converted earlier. The Company may redeem the
2.75% Notes for cash on or after March 15, 2011, at 100 percent of the principal amount of the notes plus accrued
interest. The holders of the 2.75% Notes have the right to require the Company to purchase the 2.75% Notes,
including unpaid interest, on March 15, 2011, 2014, and 2019, or upon a change of control related event. On
March 15, 2011, or upon a change in control event, the Company must pay the purchase price in cash. On March 15,
2014 and 2019, the Company has the option of providing its common stock in lieu of cash or a combination of
common stock and cash to fund purchases. The holders of the 2.75% Notes may, under certain circumstances, convert
the notes into shares of the Company�s common stock at an initial conversion ratio of 51.3611 shares of common stock
per $1,000.00 principal amount of notes (representing a conversion price of approximately $19.47 per share resulting
in 3,595,277 shares at September 30, 2007 subject to adjustment in certain circumstances). The notes will be
convertible only upon the occurrence of certain specified events including, but not limited to, if, at certain times, the
closing sale price of the Company�s common stock exceeds 120 percent of the then current conversion price, or $23.36
per share, based on the initial conversion price. In the event of a default under any Company credit agreement other
than the indenture covering the 2.75% Notes, (1) in which the Company fails to pay principal or interest on
indebtedness with an aggregate principal balance of $10,000 or more; or (2) in which indebtedness with a principal
balance of $10,000 or more is accelerated, an event of default would result under the 2.75% Notes.
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7. Long-term Debt (continued)
     On June 10, 2005, the Company received a letter from a law firm representing an investor claiming to be the owner
of in excess of 25 percent of the 2.75% Notes asserting that, as a result of the Company�s failure to timely file with the
SEC its 2004 Form 10-K and its Quarterly Report on Form 10-Q for the quarter ended March 31, 2005, it was placing
the Company on notice of an event of default under the indenture dated as of March 12, 2004 between the Company,
as issuer, and JPMorgan Chase Bank, N.A., as trustee (the �Indenture�), which governs the 2.75% Notes. The Company
indicated that it did not believe that it had failed to perform its obligations under the relevant provisions of the
Indenture referenced in the letter. On August 19, 2005, the Company entered into a settlement agreement with the
beneficial owner of the 2.75% Notes on behalf of whom the notice of default was sent, pursuant to which the
Company agreed to use commercially reasonable efforts to solicit the requisite vote to approve an amendment to the
Indenture (the �Indenture Amendment�). The Company obtained the requisite vote and on September 22, 2005, the
Indenture Amendment became effective.
     The Indenture Amendment extended the initial date on or after which the 2.75% Notes may be redeemed by the
Company to March 15, 2013 from March 15, 2011. In addition, a new provision was added to the Indenture which
requires the Company, in the event of a �fundamental change� which is a change of control event in which 10 percent or
more of the consideration in the transaction consists of cash, to make a coupon make-whole payment equal to the
present value (discounted at the U.S. treasury rate) of the lesser of (a) two years of scheduled payments of interest on
the 2.75% Notes or (b) all scheduled interest on the 2.75% Notes from the date of the transaction through March 15,
2013.
     On August 15, 2007, the Company notified holders of the 2.75% Notes of its election to satisfy its conversion
obligation with respect to the principal amount of any 2.75% Notes surrendered for conversion by paying the holders
of such surrendered 2.75% Notes 100 percent of the principal conversion obligation in the form of common stock of
the Company. Until the 2.75% Notes are surrendered for conversion, the Company will not be required to notify
holders of its method for settling the excess amount of the conversion obligation relating to the amount of the
conversion value above the principal amount, if any.
     Unamortized debt issue costs of $1,787 and $2,175 associated with the 2.75% Notes are included in other assets at
September 30, 2007 and December 31, 2006, respectively, and are being amortized over the seven-year period ending
March 2011.
2004 Credit Facility
     On March 12, 2004, the existing $125,000 June 2002 credit agreement with Calyon was amended, restated and
increased to $150,000 (the �2004 Credit Facility�). The 2004 Credit Facility would have matured on March 12, 2007 but
was replaced on October 27, 2006 by the 2006 Credit Facility (See �2006 Credit Facility� above). The 2004 Credit
Facility was available for standby and commercial letters of credit, borrowings or a combination thereof. Borrowings
were limited to the lesser of 40 percent of the borrowing base or $30,000. Interest was payable quarterly at a base rate
plus a margin ranging from 0.75 percent to 2.00 percent or on a Eurodollar rate plus a margin ranging from
1.75 percent to 3.00 percent. The 2004 Credit Facility was collateralized by substantially all of the Company�s assets,
including stock of the Company�s principal subsidiaries, prohibited the payment of cash dividends and required the
Company to maintain certain financial ratios. The borrowing base was calculated using varying percentages of cash,
accounts receivable, accrued revenue, contract cost and recognized income not yet billed, property, plant and
equipment, and spare parts.
     During the period from August 6, 2004 to August 18, 2006, the Company entered into various amendments and
waivers to the 2004 Credit Facility with its syndicated bank group to waive non-compliance with certain financial and
non-financial covenants. Among other things, the amendments provided that (1) certain financial covenants and
reporting obligations were waived and/or modified to reflect the Company�s current and anticipated future operating
performance, (2) the ultimate reduction of the facility to $50,000 with a letter of credit limit of $50,000 less the face
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amount of letters of credit issued prior to August 18, 2006, and required that each new letter of credit must be fully
cash collateralized and that a letter of credit fee of 0.25 percent be paid for each cash collateralized letter of credit and
(3) the Company maintain a minimum cash balance of $15,000. The Sixth Amendment expired on September 30,
2006, and availability under the 2004 Credit Facility was reduced to zero. On October 27, 2006, the 2004 Credit
Facility was replaced with the 2006 Credit Facility.

21

Edgar Filing: WILLBROS GROUP INC - Form 10-Q

Table of Contents 40



Table of Contents

WILLBROS GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except share and per share amounts)
(Unaudited)

7. Long-term Debt (continued)
Capital Leases
     During 2006 and 2007 the Company entered into multiple capital lease agreements to acquire construction
equipment. These leases in aggregate added approximately $34,725, net, to the Company�s total capital lease
obligation. In aggregate, these leases have interest rates ranging from 6.80% to 8.95% and have typical terms of at
least 36 months.
     Assets held under capital leases at September 30, 2007 and December 31, 2006 are summarized below:

September
30,

December
31,

2007 2006
Construction equipment $ 40,681 $ 10,662
Land and buildings � 1,446
Furniture and office equipment 535 535

Total assets held under capital lease 41,216 12,643
Less accumulated depreciation (6,743) (1,572)

Net assets under capital lease $ 34,473 $ 11,071

8. Income (Loss) Per Share
     Basic earnings per share (�EPS�) is computed by dividing net income (loss) by the weighted average number of
common shares outstanding for the period. Diluted EPS is based on the weighted average number of shares
outstanding during each period and the assumed exercise of potential dilutive stock options and warrants and vesting
of restricted stock and restricted stock rights less the number of treasury shares assumed to be purchased from the
proceeds using the average market price of the Company�s stock for each of the periods presented. The Company�s
convertible notes were included in the calculation of diluted income per share under the �if-converted� method.
Additionally, diluted income per share for continuing operations is calculated excluding the after-tax interest expense
associated with the convertible notes since these notes are treated as if converted into common stock.
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8. Income (Loss) Per Share (continued)
     Basic and diluted income (loss) from continuing operations per common share for the three and nine months ended
September 30, 2007 and 2006 are computed as follows:

Three Months Nine Months
Ended September 30, Ended September 30,
2007 2006 2007 2006

Net income (loss) from continuing
operations $ 10,272 $ (4,965) $ (33,446) $ (18,598)
Add: Interest and debt issuance costs
associated with convertible notes 780 � � �

Net income (loss) from continuing
operations applicable to common shares $ 11,052 $ (4,965) $ (33,446) $ (18,598)

Weighted average number of common shares
outstanding for basic income (loss) per share 28,804,907 21,557,695 27,421,927 21,480,730
Weighted average number of dilutive
potential common shares outstanding 6,039,575 � � �

Weighted average number of common shares
outstanding for diluted income (loss) per
share 34,844,482 21,557,695 27,421,927 21,480,730

Income (loss) per common share from
continuing operations:
Basic $ 0.36 $ (0.23) $ (1.22) $ (0.87)

Diluted $ 0.32 $ (0.23) $ (1.22) $ (0.87)

     The Company incurred net losses for the nine months ended September 30, 2007, and the three and nine months
ended 2006 and has therefore excluded the securities listed below from the computation of diluted loss per share, as
the effect would be anti-dilutive:

Three Months Nine Months
Ended September 30, Ended September 30,
2007 2006 2007 2006

2.75% Convertible senior notes � 3,595,277 3,595,277 3,595,277
6.5% Senior convertible notes � 4,813,171 1,825,589 4,813,171
Stock options � 833,900 686,750 833,900
Warrants to purchase common stock � � 558,354 �
Restricted stock and restricted stock rights � 248,000 612,637 248,000

    � 9,490,348 7,278,607 9,490,348
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     In accordance with Emerging Issues Task Force Issue 04-8, �The Effect of Contingently Convertible Instruments on
Diluted Earnings per Share�, the 5,420,866 shares issuable upon conversion of both the 6.5% Notes and the 2.75%
Notes will be included in diluted earnings per share if those securities are dilutive, regardless of whether the
conversion prices of $19.47 and $17.56, respectively, have been met.
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9. Segment Information
     The Company�s segments are strategic business units that are managed separately as each has different operational
requirements and strategies. Beginning the first quarter of 2007, the Company defines its operating segments based on
the Company�s core lines of business rather than geographic markets as presented in prior periods. The Company�s
operating segments are defined as the following reportable segments:  Construction, Engineering, and Engineering,
Procurement and Construction (�EPC�).  The three reportable segments operate primarily in the United States,
Canada, and the Middle East. Previously, the Company�s reportable segments were U.S. & Canada and International.
Prior period balances have been reclassified to reflect this change. Management evaluates the performance of each
operating segment based on operating margin. The Company�s corporate operations include the general,
administrative, and financing functions of the organization. The costs of these functions are allocated between the
three operating segments. The Company has chosen not to allocate Government fines to the segments. The Company�s
corporate operations also include various other assets, some of which are allocated between the three operating
segments. There are no material inter-segment revenues in the periods presented.
     The following tables reflect the Company�s reconciliation of segment operating results to the net income (loss) in
the Condensed Consolidated Statement of Operations for the three and nine months ended September 30, 2007 and
2006:
     For the three months ended September 30, 2007:

Construction Engineering EPC Corporate Consolidated
Contract revenue $ 193,984 $ 25,584 $ 27,148 $ � $ 246,716
Operating expenses:
Contract 163,404 19,034 24,651 � 207,089
Depreciation and amortization 4,996  170  291 � 5,457
General and administrative 12,216 3,349 1,883 � 17,448
Government fines � � � (2,000) (2,000)

180,616 22,553 26,825 (2,000) 227,994

Operating income: $ 13,368 $ 3,031 $ 323 $ 2,000 18,722

Interest and other income (expense),
net (2,369)
Provision for income taxes 6,081

Net income from continuing operations 10,272
Net loss from discontinued operations, net of provision for income taxes (9,126)

Net income $ 1,146

     For the three months ended September 30, 2006:

Construction Engineering EPC Corporate Consolidated
Contract revenue $ 91,204 $ 20,216 $ 14,046 $ � $ 125,466
Operating expenses:
Contract 82,912 17,292 13,214 � 113,418
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Depreciation and amortization 2,325  230  710 � 3,265
General and administrative 8,549 2,144  399 � 11,092

93,786 19,666 14,323 � 127,775

Operating income (loss): $ (2,582) $ 550 $ (277) $ � (2,309)

Interest and other income (expense),
net (2,277)
Provision for income taxes 379

Net loss from continuing operations (4,965)
Net loss from discontinued operations, net of provision for income taxes (17,136)

Net loss $ (22,101)
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9. Segment Information (continued)
     For the nine months ended September 30, 2007:

Construction Engineering EPC Corporate Consolidated
Contract revenue $ 476,638 $ 66,040 $ 67,490 $ � $ 610,168
Operating expenses:
Contract 427,966 49,166 61,658 � 538,790
Depreciation and amortization 11,629 511 1,083 � 13,223
General and administrative 31,083 7,063 4,149 � 42,295
Government fines � � � 22,000 22,000

470,678 56,740 66,890 22,000 616,308

Operating income (loss): $ 5,960 $ 9,300 $ 600 $ (22,000) (6,140)

Interest and other income (expense),
net (19,513)
Provision for income taxes 7,793

Net loss from continuing operations (33,446)
Net loss from discontinued operations, net of provision for income
taxes (21,494)

Net loss $ (54,940)

     For the nine months ended September 30, 2006:

Construction Engineering EPC Corporate Consolidated
Contract revenue $ 257,587 $ 55,621 $ 38,973 $ � $ 352,181
Operating expenses:
Contract 238,172 46,598 35,858 � 320,628
Depreciation and amortization 6,450 672 2,058 � 9,180
General and administrative 25,460 6,390 1,283 � 33,133

270,082 53,660 39,199 � 362,941

Operating income (loss): $ (12,495) $ 1,961 $ (226) $ � (10,760)

Interest and other income (expense),
net (6,027)
Provision for income taxes 1,811

Net loss from continuing operations (18,598)
Net loss from discontinued operations, net of provision for income taxes (46,249)
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Net loss $ (64,847)

     Total assets by segment as of September 30, 2007 and December 31, 2006 are presented below:

September
30,

December
31,

2007 2006
Construction $ 326,025 $ 198,528
Engineering 27,525 15,342
EPC 7,881 13,336
Corporate 77,765 68,584

Total segment assets $ 439,196 $ 295,790
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10. Stockholders� Equity
     The information contained in this note pertains to continuing and discontinued operations.
Stock Ownership Plans
     During May 1996, the Company established the Willbros Group, Inc. 1996 Stock Plan (the �1996 Plan�) with
1,125,000 shares of common stock authorized for issuance to provide for awards to key employees of the Company,
and the Willbros Group, Inc. Director Stock Plan (the �Director Plan�) with 125,000 shares of common stock authorized
for issuance to provide for the grant of stock options to non-employee directors. The number of shares authorized for
issuance under the 1996 Plan and the Director Plan was increased to 4,075,000 and 225,000, respectively, by
stockholder approval. The Director Plan expired August 16, 2006. In 2006, the Company established the 2006
Director Restricted Stock Plan (the �2006 Director Plan�) with 50,000 shares authorized for issuance to grant shares of
restricted stock and restricted stock rights to non-employee directors.
     Restricted stock and restricted stock rights, also described collectively as restricted stock units (�RSU�s�), and options
granted under the 1996 Plan vest generally over a three to four year period. Options granted under the Director Plan
are fully vested. Restricted stock and restricted stock rights granted under the 2006 Director Plan vest one year after
the date of grant. At September 30, 2007, the 1996 Plan had 424,379 shares and the 2006 Director Plan had 34,419
shares available for grant. Of the shares available at September 30, 2007, 225,000 shares in the 1996 Stock Plan are
reserved for future grants required under employment agreements. Certain provisions allow for accelerated vesting
based on increases of share prices and on eligible retirement. During the nine months ended September 30, 2007 and
2006, $35 and $381 of compensation expense was recognized due to accelerated vesting of RSU�s due to retirements
and separation from the Company.
     Effective January 1, 2006, the Company adopted the fair value recognition provisions of Statement of Financial
Accounting Standards No. 123R, �Share Based Payment� (�SFAS 123R�) using the modified prospective application
method. Under this method, compensation cost recognized in the three and six months ended September 30, 2007 and
2006, includes the applicable amounts of: (a) compensation expense of all share-based payments granted prior to, but
not yet vested as of, January 1, 2006 (based on the grant-date fair value estimated in accordance with the original
provisions of SFAS No. 123, �Accounting for Stock-Based Compensation�), and (b) compensation cost for all
share-based payments granted subsequent to January 1, 2006 (based on the grant-date fair value estimated in
accordance with the provisions of SFAS No. 123R). The Company uses the Black-Scholes valuation method to
determine the fair value of stock options granted as of the grant date.
     Prior to January 1, 2006, the Company accounted for awards granted under the incentive plans following the
recognition and measurement principles of Accounting Principles Board (�APB�) Opinion 25, �Accounting for Stock
Issued to Employees,� and related interpretations, as permitted by SFAS No. 123. Because it is the Company�s policy to
grant stock options at the market price on the date of grant, the intrinsic value of these grants was zero and, therefore,
no compensation expense was recorded.
     Share-based compensation related to RSU�s is recorded based on the Company�s stock price as of the grant date.
Recognition of share-based compensation related to RSU�s was not impacted by the adoption of SFAS No. 123R.
Expense from both stock options and RSU�s totaled $3,010 and $3,054, respectively, for the nine months ended
September 30, 2007 and 2006 and $1,088 and $1,186, respectively, for the three months ended September 30, 2007
and 2006.
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10. Stockholders� Equity (continued)
     The fair values of options granted during the nine months ended September 30, 2007 and 2006, were estimated
using the Black-Scholes option-pricing model with the following weighted average assumptions:

Nine Months Ended September
30,

2007 2006
Weighted average grant date fair value $ 9.69 $ 6.72
Weighted average assumptions used:
Expected volatility 40.13% 45.66%
Expected lives 3.51yrs 3.46yrs
Risk-free interest rates 4.42% 4.66%
Expected dividend yield 0.00% 0.00%
     Volatility is calculated using an analysis of historical volatility over the expected life of the option. The Company
believes that the historical volatility of the Company�s stock is the best method for estimating future volatility. The
expected lives of options are determined based on the Company�s historical share option exercise experience. The
Company believes the historical experience method is the best estimate of future exercise patterns currently available.
The risk-free interest rates are determined using the implied yield currently available for zero-coupon U.S.
government issues, with a remaining term equal to the expected life of the options.
     Stock option activity for the nine months ended September 30, 2007 consists of:

Weighted
Average

Number of Exercise
Options Price

Outstanding at January 1, 2007 806,750 $ 13.46
Granted 10,000 27.80
Exercised 107,500 14.40
Forfeited 22,500 8.09

Outstanding at September 30, 2007 686,750 $ 13.69

Exercisable at September 30, 2007 512,583 $ 12.22

     As of September 30, 2007, the aggregate intrinsic value of stock options outstanding and stock options exercisable
was $13,946 and $11,162, respectively. The weighted average remaining contractual term of outstanding options is
4.70 years and the weighted average remaining contractual term of the exercisable options is 5.73 years at
September 30, 2007. The total intrinsic value of options exercised during the nine months ended September 30, 2007
and 2006 was $1,491 and $2,174, respectively.
     The total fair value of options vested during the nine months ended September 30, 2007 and 2006 was $229 and
$184, respectively, and $88 and $158 during the three months ended September 30, 2007 and 2006, respectively.
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10. Stockholders� Equity (continued)
     The Company�s non-vested options at September 30, 2007 and the changes in non-vested options during the nine
months ended September 30, 2007 are as follows:

Weighted
Average

Grant-Date
Shares Fair Value

Nonvested, January 1, 2007 202,500 $ 6.40
Granted 10,000 9.69
Vested 38,333 5.97
Forfeited or expired � �

Nonvested, September 30, 2007 174,167 $ 6.68

     The Company�s RSU activity and related information for the nine months ended September 30, 2007 consist of:

Weighted
Average

Number of Grant-Date
RSU�s Fair Value

Outstanding at January 1, 2007 300,116 $ 17.85
Granted 430,985 21.70
Vested 105,586 17.57
Forfeited 12,878 20.63

Outstanding September 30, 2007 612,637 $ 20.55

     The RSU�s outstanding at September 30, 2007 exclude 225,000 RSU�s having a weighted average grant-date fair
value of $21.27, which are vested but have a deferred share issuance date. The total fair value of RSU�s vested during
the nine months ended September 30, 2007 and 2006 was $1,855 and $3,174, respectively.
     As of September 30, 2007, there was a total of $10,006 of unrecognized compensation cost, net of estimated
forfeitures, related to all non-vested share-based compensation arrangements granted under the Company�s stock
ownership plans. That cost is expected to be recognized over a weighted-average period of 2.1 years.
Warrants to Purchase Common Stock
     On October 27, 2006, the Company completed a private placement of equity to certain accredited investors
pursuant to which the Company issued and sold 3,722,360 shares of the Company�s common stock resulting in net
proceeds of $48,748. In conjunction with the private placement, the Company also issued warrants to purchase an
additional 558,354 shares of the Company�s common stock. Each warrant is exercisable, in whole or in part, until
60 months from the date of issuance. A warrant holder may elect to exercise the warrant by delivery of payment to the
Company at the exercise price of $19.03 per share, or pursuant to a cashless exercise as provided in the warrant
agreement. The fair value of the warrants was $3,423 on the date of the grant, as calculated using the Black-Scholes
option-pricing model. At September 30, 2007, all warrants to purchase common stock remained outstanding.
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10. Stockholders� Equity (continued)
Induced Conversion of 6.5% Notes
     During the second quarter of 2007, the Company induced conversion and entered into conversion agreements with
four purchasers of the 6.5% Notes. The purchasers converted an amount of $52,450 of aggregate principal that
resulted in the issuance of 2,987,582 shares of the Company�s common stock.
11. Income Taxes
     For interim financial reporting, the Company records the tax provision based on actual current financial results for
the period. During the three and nine months ended September 30, 2007, the Company recorded an income tax
provision of $6,081 and $7,793, respectively, on income before income taxes from continuing operations for the three
months ended of $16,353 and losses for the nine months ended of $25,653. During the three and nine months ended
September 30, 2006, the Company recorded an income tax provision of $379 and $1,811, respectively, on losses
before income taxes from continuing operations of $4,586 and $16,787. During the three months ended September 30,
2007, the Company recognized increased income tax expense due to improved financial performance in the U.S. The
circumstances that gave rise to the Company recording tax provisions while incurring losses for the nine months
ended September 30, 2007 and 2006, were primarily due to taxable income being generated in certain tax
jurisdictions, and the Company having incurred non-deductible expenses and expenses in Panama, where the
Company is domiciled, which receive no tax benefit.
12. Foreign Exchange Risk
     The Company attempts to negotiate contracts that provide for payment in U.S. dollars, but it may be required to
take all or a portion of payment under a contract in another currency. To mitigate non-U.S. currency exchange risk,
the Company seeks to match anticipated non-U.S. currency revenue with expenses in the same currency whenever
possible. To the extent it is unable to match non-U.S. currency revenue with expenses in the same currency, the
Company may use forward contracts, options or other common hedging techniques in the same non-U.S. currencies.
The Company had no derivative financial instruments to hedge currency risk at September 30, 2007 or December 31,
2006.
13. Contingencies, Commitments and Other Circumstances

Resolution of criminal and regulatory matters
     The Company and its subsidiary, WII, have reached an agreement in principle with representatives of the DOJ,
subject to approval by the DOJ, to settle its previously disclosed investigation into possible violations of the FCPA. In
addition, the Company has reached an agreement in principle with the staff of the SEC to resolve its previously
disclosed investigation of possible violations of the FCPA and possible violations of the Securities Act of 1933 and
the Securities Exchange Act of 1934. These investigations stem primarily from the Company�s former operations in
Bolivia, Ecuador and Nigeria. As described more fully below, if accepted by the DOJ and the SEC and approved by
the court, the settlements together will require us to pay over approximately three years, a total of $32.3 million in
penalties and disgorgement, plus post-judgment interest on $7.725 million of that amount. In addition, WGI and WII
will, for a period of approximately three years, each be subject to Deferred Prosecution Agreements (�DPAs�) with the
DOJ. Finally, we will be subject to a permanent injunction barring future violations of certain provisions of the federal
securities laws.
     The terms of the agreement in principle with the DOJ include the following:
� A twelve-count criminal information will be filed against WGI and WII as part of the execution of the DPAs

between the DOJ and each of WGI and WII. The twelve counts include substantive violations of the
anti-bribery provisions of the FCPA, and violations of the FCPA�s books-and-records provisions. All twelve
counts relate to operations in Nigeria, Ecuador and Bolivia during the period from 1996 to 2005.

�
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Provided that WGI and WII fully comply with the DPAs for a period of approximately three years, the DOJ
will agree not to continue the criminal prosecution and, at the conclusion of that time, will move to dismiss the
criminal information.

� The DPAs will require, for each of their three year terms, among other things, full cooperation with the
government; compliance with all federal criminal law, including but not limited to the FCPA; and a three year
monitor for WGI and its subsidiary companies, primarily focused on international operations outside of North
America, the costs of which are payable by WGI.

� The Company will be subject to $22,000 in fines related to FCPA violations. The fines are payable in four
equal installments of $5,500, first on signing, and annually for approximately three years thereafter, with no
interest payable on the unpaid amounts.
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13. Contingencies, Commitments and Other Circumstances (continued)
With respect to the agreement in principle with the staff of the SEC:
� The Company will consent to the filing in federal district court of a complaint by the SEC (the �Complaint�),

without admitting or denying the allegations in the Complaint, and to the imposition by the court of a final
judgment of permanent injunction against us. The Complaint will allege civil violations of the antifraud
provisions of the Securities Act and the Securities Exchange Act, the FCPA�s anti-bribery provisions, and the
reporting, books and records and internal controls provisions of the Securities Exchange Act. The final
judgment will not take effect until it is confirmed by the court, and will permanently enjoin us from future
violations of those provisions.

� The final judgment will order the Company to pay $10,300, consisting of $8,900 for disgorgement of profits
and approximately $1,400 of pre-judgment interest. The disgorgement and pre-judgment interest is payable in
four equal installments of $2,575, first on signing, and annually for approximately three years thereafter.
Post-judgment interest will be payable on the outstanding balance.

     Failure by the Company to comply with the terms and conditions of either settlement could result in resumed
prosecution and other regulatory sanctions.
     The agreements in principle are contingent upon the parties� agreement to the terms of final settlement agreements,
approval by the DOJ and the SEC and confirmation by a federal district court. There can be no assurance that the
settlements will be finalized.
     As a result of the agreements in principle, we have increased the accrual related to these investigations by $8,300,
bringing the aggregate reserves for those matters to $32,300. An $8,300 net liability increase is recorded in the third
quarter of 2007 and is comprised of:  1) a $2,000 reduction in the Company�s second quarter of 2007 estimate of
$24,000 ($0.07 per basic share and $0.06 per diluted share for the three months ended September 30, 2007, and $0.07
per basic and diluted share for the nine months ended September 30, 2007) in fines resulting from the DOJ actions that
was recorded as a charge to continuing operations, and 2) an additional $10,300 of profit disgorgement, ($0.36 per
basic share and $0.29 per diluted share for the three months ended September 30, 2007, and $0.38 per basic and
diluted share for the nine months ended September 30, 2007) inclusive of accrued interest on the disgorged profit,
resulting from SEC actions.  The profit disgorgement is related to a single Nigeria project included in the February 7,
2007 sale of the Company�s Nigeria assets and operations.  The disgorged profit was previously recognized in the
results from discontinued operations, and accordingly, the full amount of $10,300 is recorded as a charge to
discontinued operations in the third quarter of 2007. The aggregate reserves reflect our estimate of the expected
probable loss with respect to these matters. If the proposed settlements are not finalized the amount reserved may not
reflect eventual losses.
     If final agreements with the DOJ and the SEC are not approved, the Company�s liquidity position and financial
results could be materially adversely affected by any additional settlement amount. For a further discussion of the
risks associated with the settlements in principle with the SEC, DOJ and OFAC, see Part II. Other Information,
Item 1A. Risk Factors; specifically, the risk factor entitled, �We have reached agreements in principle to settle
investigations involving possible violations of the FCPA and possible violations of the Securities Act of 1933 and the
Securities Exchange Act of 1934.�
     In addition, the Company previously disclosed that the United States Department of Treasury�s Office of Foreign
Assets Control (�OFAC�) was investigating allegations of violations of the Sudanese Sanctions Regulations occurring
during October 2003. The Company voluntarily reported this matter to OFAC and also has reported to OFAC
corrective measures and improvements to the Company�s OFAC compliance program. OFAC and Willbros USA, Inc.
have agreed in principle to settle the allegations pursuant to which the Company will pay a total of $6.6 as a civil
penalty.
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Class-action Lawsuit
     On May 18, 2005, a securities class-action lawsuit, captioned Legion Partners, LLP v. Willbros Group, Inc. et al.,
was filed in the United States District Court for the Southern District of Texas against the Company and certain of its
present and former officers and directors. Thereafter, three nearly identical lawsuits were filed. Plaintiffs purported to
represent a class composed of all persons who purchased or otherwise acquired Willbros Group, Inc. common stock
and/or other securities between May 6, 2002 and May 16, 2005, inclusive. The complaint sought unspecified
monetary damages and other relief. The Company filed a motion to dismiss the complaint on March 9, 2006, and
briefing on that motion was completed on June 14, 2006. While the motion to dismiss was pending, the Company
reached a settlement in principle with the Lead Plaintiff and the parties signed a Memorandum of Understanding
(�Settlement�). The Settlement provides for a payment of $10,500 to resolve all claims against all defendants. On
February 15, 2007, the U.S. District Court for the Southern District of Texas issued an Order approving the
Settlement. The Order dismissed with prejudice all claims against all defendants.
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13. Contingencies, Commitments and Other Circumstances (continued)
Other Circumstances

     Operations outside the United States may be subject to certain risks, which ordinarily would not be expected to
exist in the United States, including foreign currency restrictions, extreme exchange rate fluctuations, expropriation of
assets, civil uprisings and riots, war, unanticipated taxes including income taxes, excise duties, import taxes, export
taxes, sales taxes or other governmental assessments, availability of suitable personnel and equipment, termination of
existing contracts and leases, government instability and legal systems of decrees, laws, regulations, interpretations
and court decisions which are not always fully developed and which may be retroactively applied. Management is not
presently aware of any events of the type described in the countries in which it operates that would have a material
effect on the financial statements, and have not been provided for in the accompanying condensed consolidated
financial statements.
     Based upon the advice of local advisors in the various work countries concerning the interpretation of the laws,
practices and customs of the countries in which it operates, management believes the Company follows the current
practices in those countries; however, because of the nature of these potential risks, there can be no assurance that the
Company may not be adversely affected by them in the future. The Company insures substantially all of its equipment
in countries outside the United States against certain political risks and terrorism through political risk insurance
coverage that contains a 20 percent co-insurance provision.
     The Company has the usual liability of contractors for the completion of contracts and the warranty of its work.
Where work is performed through a joint venture, the Company also has possible liability for the contract completion
and warranty responsibilities of its joint venture partners. In addition, the Company acts as prime contractor on a
majority of the projects it undertakes and is normally responsible for the performance of the entire project, including
subcontract work. Management is not aware of any material exposure related thereto which has not been provided for
in the accompanying consolidated financial statements.
     Certain post-contract completion audits and reviews are periodically conducted by clients and/or government
entities. While there can be no assurance that claims will not be received as a result of such audits and reviews,
management does not believe a legitimate basis exists for any material claims. At present, it is not possible for
management to estimate the likelihood of such claims being asserted or, if asserted, the amount or nature or ultimate
disposition thereof.

Commitments
     From time to time, the Company enters into commercial commitments, usually in the form of commercial and
standby letters of credit, surety bonds and financial guarantees. Contracts with the Company�s customers may require
the Company to provide letters of credit or surety bonds with regard to the Company�s performance of contracted
services. In such cases, the commitments can be called upon in the event of failure to perform contracted services.
Likewise, contracts may allow the Company to issue letters of credit or surety bonds in lieu of contract retention
provisions, in which the client withholds a percentage of the contract value until project completion or expiration of a
warranty period. Retention commitments can be called upon in the event of warranty or project completion issues, as
prescribed in the contracts. At September 30, 2007, the Company had approximately $64,192 of letters of credit
related to continuing operations and $20,322 of letters of credit related to Discontinued Operations in Nigeria.
Additionally, the Company had $203,917 of surety bonds outstanding related to continuing operations. These amounts
represent the maximum amount of future payments the Company could be required to make. As of September 30,
2007, no other liability has been recognized for letters of credit and surety bonds, other than $1,575 recorded as the
fair value of the letters of credit outstanding for the Nigeria operations. See Note 4 � Discontinuance of Operations,
Asset Disposals, and Transition Services Agreement for further discussion of these letters of credit.

31

Edgar Filing: WILLBROS GROUP INC - Form 10-Q

Table of Contents 55



Table of Contents

WILLBROS GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except share and per share amounts)
(Unaudited)

13. Contingencies, Commitments and Other Circumstances (continued)
      In connection with the private placement of the 6.5% Notes on December 23, 2005, the Company entered into a
Registration Rights Agreement with the Purchasers. The Registration Rights Agreement required the Company to file
a registration statement with respect to the resale of the shares of the Company�s common stock issuable upon
conversion of the 6.5% Notes no later than June 30, 2006 and to use its best efforts to cause such registration
statement to be declared effective no later than December 31, 2006. The Company is also required to keep the
registration statement effective after December 31, 2006. In the event, the Company is unable to satisfy its obligations
under the Registration Rights Agreement, the Company will owe additional interest to the holders of the 6.5% Notes
at a rate per annum equal to 0.5 per cent of the principal amount of the 6.5% Notes for the first 90 days and
1.0 percent per annum from and after the 91st day following such event. The additional penalty interest, if incurred, is
payable in conjunction with the scheduled semi-annual interest payments on June 15 and December 15 as set forth in
the Registration Rights Agreement. The Company filed the registration statement on June 30, 2006 and it was
declared effective on January 18, 2007 by the SEC. The Company paid an additional $22 of penalty interest to the
holders of the 6.5% Notes as a result of the registration having been declared effective after December 31, 2006.
     In addition, on March 14, 2007, in connection with the filing of the Company�s Annual Report on Form 10-K for
the fiscal year ended December 31, 2006, the Company suspended the use of the registration statement. On March 30,
2007, the Company filed a post-effective amendment to the registration statement to incorporate by reference the 2006
Form 10-K. The post-effective amendment was declared effective on May 4, 2007.
     In connection with the private placement of common stock and warrants on October 27, 2006, the Company
entered into a Registration Rights Agreement with the buyers (the �2006 Registration Rights Agreement�). The 2006
Registration Rights Agreement requires the Company to file a registration statement with respect to the resale of the
common stock, including the common stock underlying the warrants, no later than 60 days after the closing of the
private placement, and to use its reasonable best efforts to cause the registration statement to be declared effective no
later than 120 days after the closing of the private placement. In the event of a delay in the filing or effectiveness of
the registration statement, or for any period during which the effectiveness of the registration statement is not
maintained or is suspended by the Company other than as permitted under the 2006 Registration Rights Agreement,
the Company will be required to pay each buyer monthly an amount in cash equal to 1.25 percent of such buyer�s
aggregate purchase price of its common stock and warrants, but the Company shall not be required to pay any buyer
an aggregate amount that exceeds 10 percent of such buyer�s aggregate purchase price.
     On March 14, 2007, in connection with the filing of the Company�s Annual Report on Form 10-K for the fiscal year
ended December 31, 2006, the Company suspended the use of the registration statement. On March 30, 2007, the
Company filed a post-effective amendment to the registration statement to incorporate by reference the 2006 Form
10-K. The post-effective amendment was declared effective on May 4, 2007. The Company was required to make
registration delay payments equal to 1.25 percent of the purchase price for the shares and warrants sold in the private
placement. The first such payment was owed as of April 3, 2007 and paid as of April 30, 2007. Thereafter, the penalty
continued to accrue based on 1.25 percent of the purchase price beginning on April 3, 2007, the day after the date on
which a 20-day grace period expired, and for each 30-day period thereafter (prorated for any partial 30-day period)
and ending on the effective date of the post-effective amendment. The Company paid $997 of registration delay
payments subsequent to March 31, 2007 for the period in which the use of the registration statement was suspended
until the suspension was lifted on May 4, 2007.
     In addition to the matters discussed above, the Company is party to a number of other legal proceedings.
Management believes that the nature and number of these proceedings are typical for a firm of similar size engaged in
a similar type of business and that none of these proceedings is material to the Company�s financial position. See Note
4 � Discontinuance of Operations, Asset Disposals, and Transition Services Agreement for discussion of commitments
and contingencies associated with Discontinued Operations.
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14. Parent, Guarantor and Non-Guarantor Condensed Consolidating Financial Statements
     The 6.5% Notes are convertible into shares of the Company�s stock and these underlying shares have been
registered with the SEC. The 6.5% Notes however have not been registered with the SEC. The 6.5% Notes are
guaranteed by a subsidiary of the Company, Willbros USA, Inc. (�WUSAI�). There are currently no restrictions on the
ability of WUSAI to transfer funds to WGI in the form of cash dividends or advances. Under the terms of the
Indenture for the 6.5% Notes, WUSAI may not sell or otherwise dispose of all or substantially all of its assets, or
merge with or into another entity, other than the Company, unless no default exists under the Indenture and the
acquirer assumes all obligations of WUSAI under the Indenture. WGI is a holding company with no significant
operations, other than through its subsidiaries.
     Separate financial statements for the guarantor subsidiary (WUSAI) are not provided as the Company complies
with the exception to Rule 3-10(a)(1) of Regulation S-X, set forth in sub-paragraph (e) of such rule, since the
subsidiary guarantor is 100 percent owned by the parent issuer, the guarantee is full and unconditional, and no other
subsidiary of the parent guarantees the securities. This footnote contains condensed consolidated financial statements
with separate columns for the parent company (the Parent), the subsidiary guarantor (WUSAI), the non-guarantor
subsidiaries of the parent, consolidating adjustments, and the total consolidated amounts.
     The Condensed Consolidating Financial Statements present investments in subsidiaries using the equity method of
accounting.
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14. Parent, Guarantor and Non-Guarantor Condensed Consolidating Financial Statements (continued)
September 30, 2007 and December 31, 2006
Willbros Group, Inc. and Subsidiaries

Condensed Consolidating Balance Sheets

September 30, 2007
WUSAI Non-

Parent (Guarantor) Guarantors Eliminations Consolidated
ASSETS

Current assets:
Cash and cash equivalents $ 37,029 $ 1,178 $ 20,502 $ � $ 58,709
Accounts receivable, net 70 83,709 97,954 � 181,733
Contract cost and recognized
income not yet billed � 25,599 3,430 � 29,029
Prepaid expenses 4 15,744 574 � 16,322
Parts and supplies inventories � 535 2,238 � 2,773
Assets of discontinued operations � � 5,294 (636) 4,658
Receivables from affiliated
companies 243,318 � � (243,318) �

Total current assets 280,421 126,765 129,992 (243,954) 293,224
Deferred tax assets � 7,892 86 � 7,978
Property, plant and equipment, net � 56,522 63,871 � 120,393
Investment in subsidiaries (40,171) � � 40,171 �
Other assets 3,007 9,878 9,374 � 22,259

Total assets $ 243,257 $ 201,057 $ 203,323 $ (203,783) $ 443,854

LIABILITIES AND
STOCKHOLDERS� EQUITY

Current liabilities:
Notes payable and current portion
of long-term debt $ 8,075 $ 8,685 $ 2,552 $ � $ 19,312
Accounts payable and accrued
liabilities 2,449 74,476 57,500 � 134,425
Contract billings in excess of cost
and recognized income � 6,300 1,591 � 7,891
Accrued income taxes � 1,211 3,460 � 4,671
Liabilities of discontinued
operations � � 4,639 � 4,639
Payables to affiliated companies � 50,204 193,750 (243,954) �

Total current liabilities 10,524 140,876 263,492 (243,954) 170,938
Long-term debt 126,275 20,780 5,305 � 152,360
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Long-term liability for
unrecognized tax benefits � 4,062 2,430 � 6,492
Deferred tax liabilities � 1,672 5,697 � 7,369
Other liabilities � � 237 � 237

Total liabilities 136,799 167,390 277,161 (243,954) 337,396
Stockholders� equity:
Common stock 1,467 8 33 (41) 1,467
Capital in excess of par value 273,840 89,156 8,526 (97,682) 273,840
Accumulated deficit (181,912) (55,497) (95,054) 150,551 (181,912)
Other stockholders� equity
components 13,063 � 12,657 (12,657) 13,063

Total stockholders� equity 106,548 33,667 (73,838) 40,171 106,458

Total liabilities and stockholders�
equity $ 243,257 $ 201,057 $ 203,323 $ (203,783) $ 443,854
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14. Parent, Guarantor and Non-Guarantor Condensed Consolidating Financial Statements (continued)
Condensed Consolidating Balance Sheets

December 31, 2006
WUSAI Non-

Parent (Guarantor) Guarantors Eliminations Consolidated
ASSETS

Current assets:
Cash and cash equivalents $ 24,776 $ 4,895 $ 7,972 $ � $ 37,643
Accounts receivable, net 32 81,004 56,068 � 137,104
Contract cost and recognized
income not yet billed � 2,225 8,802 � 11,027
Prepaid expenses 3 16,092 1,204 � 17,299
Parts and supplies inventories �  560 1,509 � 2,069
Assets of discontinued operations � � 294,192 � 294,192
Receivables from affiliated
companies 280,853 � � (280,853) �

Total current assets 305,664 104,776 369,747 (280,853) 499,334
Deferred tax assets � 6,755 37 � 6,792
Property, plant and equipment, net � 33,115 32,232 � 65,347
Investment in subsidiaries (42,228) � � 42,228 �
Other assets 6,344 5,007 7,158 � 18,509

Total assets $ 269,780 $ 149,653 $ 409,174 $ (238,625) $ 589,982

LIABILITIES AND
STOCKHOLDERS� EQUITY

Current liabilities:
Notes payable and current portion
of long-term debt $ � $ 4,382 $ 1,180 $ � $ 5,562
Accounts payable and accrued
liabilities 17,349 63,120 41,883 � 122,352
Contract billings in excess of cost
and recognized income � 14,779  168 � 14,947
Accrued income taxes � 1,657 1,899 � 3,556
Liabilities of discontinued
operations � � 353,980 (171,888) 182,092
Payables to affiliated companies � 22,923 86,042 (108,965) �

Total current liabilities 17,349 106,861 485,152 (280,853) 328,509
Long-term debt 154,500 7,077 � � 161,577
Deferred tax liability � 1,611  117 � 1,728
Other liabilities � �  237 �  237
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Total liabilities 171,849 115,549 485,506 (280,853) 492,051
Stockholders� equity:
Common stock 1,292 8 32 (40) 1,292
Capital in excess of par value 217,036 89,156 8,526 (97,682) 217,036
Accumulated deficit (120,603) (55,060) (84,177) 139,237 (120,603)
Other stockholders� equity
components  206 � (713)  713  206

Total stockholders� equity 97,931 34,104 (76,332) 42,228 97,931

Total liabilities and stockholders�
equity $ 269,780 $ 149,653 $ 409,174 $ (238,625) $ 589,982
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14. Parent, Guarantor and Non-Guarantor Condensed Consolidating Financial Statements (continued)
Condensed Consolidating Statements of Operations

Three Months Ended September 30, 2007
WUSAI Non-

Parent (Guarantor) Guarantors Eliminations Consolidated
Contract revenue $ � $ 162,305 $ 91,667 $ (7,256) $ 246,716
Operating expenses:
Contract � 127,262 79,827 � 207,089
Depreciation and amortization � 3,418 2,039 � 5,457
General and administrative 5,119 14,840 4,745 (7,256) 17,448
Government fines (2,000) � � � (2,000)

3,119 145,520 86,611 (7,256) 227,994

Operating income (loss) (3,119) 16,785 5,056 � 18,722
Other income (expense):
Equity in income of consolidated
subsidiaries 13,748 � � (13,748) �
Interest � net (543) (653)  154 � (1,042)
Other � net (22) (1,175) (130) � (1,327)

Income from continuing operations
before income taxes 10,064 14,957 5,080 (13,748) 16,353
Provision (benefit) for income
taxes � 7,159 (1,078) � 6,081

Income from continuing operations 10,064 7,798 6,158 (13,748) 10,272
Income (loss) from discontinued
operations, net of provision for
income taxes (8,918) 11 (219) � (9,126)

Net income $ 1,146 $ 7,809 $ 5,939 $ (13,748) $ 1,146

Three Months Ended September 30, 2006
WUSAI Non-

Parent (Guarantor) Guarantors Eliminations Consolidated
Contract revenue $ � $ 77,699 $ 55,600 $ (7,833) $ 125,466
Operating expenses:
Contract 1 65,456 47,961 � 113,418
Depreciation and amortization � 2,236 1,029 � 3,265
General and administrative  983 11,478 6,464 (7,833) 11,092

 984 79,170 55,454 (7,833) 127,775
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Operating income (loss) (984) (1,471)  146 � (2,309)
Other income (expense):
Equity in loss of consolidated
subsidiaries (19,015) � � 19,015 �
Interest � net (2,102) (335) (272) � (2,709)
Other � net � (18)  450 �  432

Income (loss) from continuing
operations before income taxes (22,101) (1,824)  324 19,015 (4,586)
Provision for income taxes � (650) 1,029 �  379

Loss from continuing operations (22,101) (1,174) (705) 19,015 (4,965)
Loss from discontinued operations,
net of provision for income taxes � (570) (16,566) � (17,136)

Net loss $ (22,101) $ (1,744) $ (17,271) $ 19,015 $ (22,101)
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14. Parent, Guarantor and Non-Guarantor Condensed Consolidating Financial Statements (continued)
Condensed Consolidating Statements of Operations

Nine Months Ended September 30, 2007
WUSAI Non-

Parent (Guarantor) Guarantors Eliminations Consolidated
Contract revenue $ � $ 391,298 $ 233,430 $ (14,560) $ 610,168
Operating expenses:
Contract � 337,128 201,662 � 538,790
Depreciation and amortization � 8,695 4,528 � 13,223
General and administrative 6,820 37,035 13,000 (14,560) 42,295
Government fines 22,000 � � � 22,000

28,820 382,858 219,190 (14,560) 616,308

Operating income (loss) (28,820) 8,440 14,240 � (6,140)
Other income (expense):
Equity in loss of consolidated
subsidiaries 4,721 � � (4,721) �
Interest � net (2,011) (605) 497 � (2,119)
Other � net (16,402) (408) (584) � (17,394)

Income (loss) from continuing
operations before income taxes (42,512) 7,427 14,153 (4,721) (25,653)
Provision for income taxes � 4,316 3,477 � 7,793

Income (loss) from continuing
operations (42,512) 3,111 10,676 (4,721) (33,446)
Loss from discontinued
operations, net of provision for
income taxes (12,428) (599) (8,467) � (21,494)

Net income (loss) $ (54,940) $ 2,512 $ 2,209 $ (4,721) $ (54,940)

Nine Months Ended September 30, 2006
WUSAI Non-

Parent (Guarantor) Guarantors Eliminations Consolidated
Contract revenue $ � $ 219,027 $ 159,326 $ (26,172) $ 352,181
Operating expenses:
Contract 1 177,868 142,759 � 320,628
Depreciation and amortization � 5,930 3,250 � 9,180
General and administrative 6,354 39,311 13,640 (26,172) 33,133

6,355 223,109 159,649 (26,172) 362,941
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Operating loss (6,355) (4,082) (323) � (10,760)
Other income (expense):
Equity in loss of consolidated
subsidiaries (53,569) � � 53,569 �
Interest � net (4,922) (698) (512) � (6,132)
Other � net (1) (14) 120 � 105

Loss from continuing operations
before income taxes (64,847) (4,794) (715) 53,569 (16,787)
Provision for income taxes � 361 1,450 � 1,811

Loss from continuing operations (64,847) (5,155) (2,165) 53,569 (18,598)
Income (loss) from discontinued
operations, net of provision for
income taxes � 1,800 (48,049) � (46,249)

Net loss $ (64,847) $ (3,355) $ (50,214) $ 53,569 $ (64,847)
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14. Parent, Guarantor and Non-Guarantor Condensed Consolidating Financial Statements (continued)
Condensed Consolidating Statement of Cash Flows

Nine Months Ended September 30, 2007
WUSAI Non-

Parent (Guarantor) Guarantors Eliminations Consolidated
Net cash used in operating activities
of continuing operations $ (12,329) $ (6,850) $ (3,450) $ � $ (22,629)
Net cash provided by (used in)
operating activities of discontinued
operations (2,128) (599) 5,707 � 2,980

Cash provided by (used in)
operating activities (14,457) (7,449) 2,257 � (19,649)
Cash flows from investing
activities:
Proceeds from sale of discontinued
operations, net 105,568 � � � 105,568
Purchases of property, plant and
equipment � (10,613) (5,277) � (15,890)
Acquisition of Midwest (24,154) � � � (24,154)
Proceeds from sales of property,
plant and equipment � 1,393 35 � 1,428

Cash provided by (used) in
investing activities of continuing
operations 81,414 (9,220) (5,242) � 66,952
Cash provided by (used in)
investing activities of discontinued
operations � � � � �

Cash provided by (used in)
investing activities 81,414 (9,220) (5,242) � 66,952
Cash flows from financing
activities:
Loss on early extinguishment of
debt (12,993) � � � (12,993)
Proceeds from issuance of common
stock, net 1,519 � � � 1,519
Advances from (repayments to)
parent/affiliates (42,684) 27,281 15,403 � �
Repayment of bank and other debt � (8,647) (18) � (8,665)
Payments on capital leases � (5,428) (2,079) � (7,507)
Costs of debt issuance and other (546) (253) � � (799)

Edgar Filing: WILLBROS GROUP INC - Form 10-Q

Table of Contents 67



Cash provided by (used in)
financing activities of continuing
operations (54,704) 12,953 13,306 � (28,445)
Cash provided by (used in)
financing activities of discontinued
operations � � � � �

Cash provided by (used in)
financing activities (54,704) 12,953 13,306 � (28,445)
Effect of exchange rate changes on
cash and cash equivalents � � 2,208 � 2,208

Cash provided by (used in) all
activities $ 12,253 $ (3,716) $ 12,529 $ � $ 21,066
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(Unaudited)

14. Parent, Guarantor and Non-Guarantor Condensed Consolidating Financial Statements (continued)
Condensed Consolidating Statement of Cash Flows

Nine Months Ended September 30, 2006
WUSAI Non-

Parent (Guarantor) Guarantors Eliminations Consolidated
Net cash used in operating activities
of continuing operations $ (6,940) $ (3,533) $ (2,244) $ � $ (12,717)
Net cash used in operating activities
of discontinued operations � (880) (58,705) � (59,585)

Cash used in operating activities (6,940) (4,413) (60,949) � (72,302)
Cash flows from investing activities:
Proceeds from sale of discontinued
operations, net � 25,082 7,000 � 32,082
Purchases of property, plant and
equipment � (2,242) (10,147) � (12,389)
Increase in restricted cash (1,500) � � � (1,500)
Proceeds from sales of property,
plant and equipment � � 8,243 � 8,243

Cash provided by (used in)
investing activities of continuing
operations (1,500) 22,840 5,096 � 26,436
Cash used in investing activities of
discontinued operations � � (2,191) � (2,191)

Cash provided by (used in)
investing activities (1,500) 22,840 2,905 � 24,245
Cash flows from financing
activities:
Proceeds from issuance of
convertible notes 19,500 � � � 19,500
Proceeds from issuance of common
stock, net 2,226 � � � 2,226
Advances from (repayments to)
parent/affiliates (52,714) (6,741) 59,455 � �
Repayment of bank and other debt � (9,519) (36) � (9,555)
Costs of debt issuance and other (4,296) � (34) � (4,330)

Cash provided by (used in)
financing activities of continuing
operations (35,284) (16,260) 59,385 � 7,841
Cash provided by financing
activities of discontinued operations � � � � �
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Cash provided by (used in)
financing activities (35,284) (16,260) 59,385 � 7,841
Effect of exchange rate changes on
cash and cash equivalents � � (241) � (241)

Cash provided by (used in) all
activities $ (43,724) $ 2,167 $ 1,100 $ � $ (40,457)
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15. Subsequent Events
Acquisition
     On October 31, 2007, WGI, Willbros USA, Inc., a subsidiary of WGI, and the shareholders of Integrated Service
Company LLC (�InServ�) entered into a share purchase agreement (�InServ SPA�), pursuant to which the Company will
acquire all of the issued and outstanding equity interests of InServ for $225,000 (�InServ Purchase Price�), consisting of
$202,500 payable in cash at closing and 637,475 shares of the Company�s common stock having a value of $22,500
(determined by the average closing price of common stock over the 20 trading days ending on the second trading day
before the execution of the InServ SPA). The cash portion of the closing price will be subject to a post-closing
adjustment to account for any change in InServ�s working capital from a predetermined target to InServ�s actual
working capital on the closing date. A total of $20,000 of the cash portion of the purchase price will be placed into
escrow for a period of 18 months and released from escrow in one-third increments on each of the six-month,
12-month and 18-month anniversaries of the closing date. The escrowed cash will secure performance of the
shareholders� obligations under the InServ SPA, including working capital adjustments and indemnification obligations
for breaches of the shareholders� representations, warranties and covenants included in the InServ SPA. The InServ
SPA contains customary representations, warranties, covenants and indemnification provisions.
     As a condition of the InServ SPA, the Company shall obtain the necessary financing to fund the InServ Purchase
Price. The Company anticipates financing the cash portion of the InServ Purchase Price through a public offering of
its common stock. Closing of this acquisition is subject to other typical closing conditions and necessary regulatory
approvals. The Company expects to close the offering and this acquisition in the fourth quarter of 2007.
     Headquartered in Tulsa, Oklahoma, InServ is a fully integrated downstream contractor with a highly experienced
management team averaging over 30 years of industry experience. InServ�s core competencies include turnkey project
services through program management, engineering, procurement and construction services. Additionally, InServ
provides services for the overhaul of high utilization fluid catalytic cracking units, the main gasoline-producing unit in
refineries. InServ also provides similar overhaul services for other refinery process units as well as specialty services
associated with welding, piping, and process heaters. Additionally InServ manufactures specialty components such as:
heater coils, alloy piping, and other components which require high levels of expertise for refineries and
petrochemical plants. InServ also provides multiple secondary services to its clients including tank services, safety
services and heater services.
     With the acquisition, the Company will significantly expand its service offering and address the downstream
market for integrated solutions on turnaround, maintenance and capital projects for the hydrocarbon processing and
petrochemical industries.

Related Party Relationships
     In early 2007, InServ retained Growth Capital Partners, L.P., an investment banking firm, to assist InServ with the
possible sale of the company. John T. McNabb, II, the Company�s Chairman of the Board of Directors, is the founder
and Chairman of the Board of Directors of Growth Capital Partners, which will receive a customary fee from InServ
in the event that InServ is sold. Mr. McNabb and Randy R. Harl, the Company�s President and Chief Executive Officer
and one of the Company�s directors, served on the InServ Board of Directors from 2006 until September 18, 2007.
Messrs. McNabb and Harl resigned from the Board of Directors of InServ prior to the commencement of discussions
between the Company and InServ with respect to the possible acquisition of InServ and Mr. McNabb has recused
himself from providing any further advice to InServ as a principal of Growth Capital Partners. Messrs McNabb and
Harl each own 3,000 shares of InServ, or individually less than 0.4 percent of the outstanding equity interests of
InServ. The Company formed a special committee of the Board of Directors, consisting of all of the independent
directors other than Mr. McNabb, to consider, evaluate and approve the acquisition of InServ. In addition, the special
committee has obtained an opinion dated October 30, 2007 from a nationally recognized investment banking and
valuation firm that the consideration to be paid by the Company in the proposed acquisition is fair to the Company,
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from a financial point of view.
Financing Activities

Credit Facility
     The Company has received commitments from a group of lenders, led by Calyon, to replace its existing synthetic
credit facility with a $150,000 senior secured revolving credit facility (the �2007 Credit Facility�). The 2007 Credit
Facility can be increased to $200,000, subject to Calyon�s consent, on or before the second anniversary of the closing
date. The 2007 Credit Facility includes more favorable rates and improved terms and conditions. The entire facility
will be available for performance letters of credit and 33 percent of the facility will be available for cash borrowings
and financial letters of credit. A condition precedent to close the 2007 Credit Facility is that the Company receives a
minimum of $100,000 proceeds from the planned public offering.

40

Edgar Filing: WILLBROS GROUP INC - Form 10-Q

Table of Contents 72



Table of Contents

ITEM 2. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS (In thousands, except share and per share amounts or unless otherwise noted)
     The following discussion should be read in conjunction with the unaudited Condensed Consolidated Financial
Statements for the three months and nine months ended September 30, 2007 and 2006, included in Item 1 of this Form
10-Q, and the Consolidated Financial Statements and Management�s Discussion and Analysis of Financial Condition
and Results of Operations, including Critical Accounting Policies, included in our Annual Report on Form 10-K for
the year ended December 31, 2006.
OVERVIEW

Business Description
     We derive our revenue from engineering; construction; and engineering, procurement and construction (�EPC�)
services provided to the energy industry and government entities. Through the Company and our predecessors, we
have provided services to customers in over 55 countries for almost 100 years. During the first nine months of 2007,
ninety-five percent of our revenue was generated from continuing operations primarily in the United States and
Canada, with 5 percent of revenue being generated in Oman. We have been active in Oman continuously since 1965
and perform maintenance activities and capital projects there. We obtain our work through competitive bidding and
through negotiations with prospective clients. Contract values may range from several thousand dollars to several
hundred million dollars and contract durations range from a few weeks to more than two years.

Business Strategy
     Our strategy is to increase stockholder value by leveraging our competitive strengths to take advantage of the
current opportunities in the global energy infrastructure market and position ourselves for sustained long�term growth.
Core tenets of our strategy include:
Focus on managing risk. Led by our new management team, we have implemented a core set of business conduct,
practices and policies which have fundamentally improved the risk profile of the Company. We have implemented our
risk management policy by exiting higher risk countries, increasing our activity levels in lower risk countries,
diversifying our service offerings and end markets, practicing conservative financial management and limiting
contract execution risk. Risk management is emphasized throughout all levels of the organization and covers all
aspects of a project from strategic planning, prospect identification and qualification and bidding to contract
management and financial reporting. We have implemented an improved business acquisition process and enhanced
risk assessment and believe these processes will enable us to more effectively evaluate, structure and execute future
projects, thereby increasing our profitability and reducing our execution risk.
� Focus resources in markets with the highest risk-adjusted return. North America currently offers us the best
risk-adjusted returns and the majority of our resources are focused on this region. However, we continue to seek
international opportunities which can provide superior risk-adjusted returns and believe our extensive international
experience is a competitive advantage. We believe that markets in North Africa and the Middle East may offer
attractive opportunities for us given mid-and long-term industry trends, and we have relevant experience in these
regions. Since August of 2006, we have exited Bolivia, Ecuador, Nigeria and Venezuela to reduce our exposure to
political and security risks and we have redeployed the proceeds from the sale of assets in these countries to North
America, where we have acquired Midwest, a mainline pipeline constructor in Canada, and we also have acquired
additional capital equipment to participate in the financially attractive energy markets. We have planned the
Integrated Services Company, LLC (�Inserv�) acquisition to diversify our service offerings and to generate a more
continuous and consistent revenue stream to offset the lumpiness of pipeline construction projects. The
August 2007 Global Settlement Agreement (�GSA�) with Ascot, the purchaser of our Nigeria interests, settled most
of the remaining contractual issues, including working capital adjustments, and eliminated any future obligations
under the indemnity provisions of the Share Purchase Agreement except as provided in the GSA.

� Maintain a prudent contract portfolio. Our current contract portfolio is comprised of over 75 percent
cost�reimbursable work which provides for a more equitable distribution of risk between us and our customers.
While the strong current market conditions have been beneficial in transitioning our backlog away from higher risk
fixed price contracts, we intend to maintain a balanced risk�to�reward portfolio going forward. New processes and
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procedures have been implemented to rigorously evaluate the characteristics of prospective projects including the
contractual terms and conditions such as the required financial instruments, corporate guarantees, payment terms,
and project cash flows.
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Leverage core service expertise into additional full EPC contracts. Our core expertise and service offerings allow us
to provide our customers with a single source EPC solution which creates greater efficiencies to the benefit of both
our customers and our company. In performing integrated EPC contracts, we establish ourselves as overall project
managers from the earliest stages of project inception and are therefore better able to efficiently determine the design,
permitting, procurement and construction sequence for a project in connection with making engineering decisions.
Our customers benefit from a more seamless execution while for us, these contracts often yield higher profit margins
on the engineering and construction components of the contract compared to stand alone contracts for similar services.
Additionally, this contract structure allows us to deploy our resources more efficiently and capture both the
engineering and construction components of these projects. Our recent award of an EPC project to expand pipeline
pump stations serving Marathon Oil Company�s Garyville, La. Refinery was derived from an engineering frame
agreement, which allowed multiple awards under a single contract. InServ provides a similar total project
responsibility solution to its addressable market which is complementary to our EPC service offering.
Leverage core capabilities and industry reputation into broader service offering. We believe our market is
characterized by increasingly larger projects and a constrained resource base. Potential customers are invoking buying
criteria which are value-driven rather than price-driven. Our established platform and track record strongly position us
to capitalize on this trend by leveraging our expertise into a broader range of related service offerings. While we
currently provide a number of discrete services to both our core and other end-markets, we believe additional
opportunities exist to expand our core capabilities through both acquisitions and internal growth initiatives. We strive
to leverage our project management, engineering and construction skill sets to establish additional service offerings
along the energy project value�chain such as instrumentation and electrical services, turbo-machinery services,
environmental services and pipeline system integrity services. We expect this approach to enable us to attract more
critical service resources in a tight market for both qualified personnel and critical equipment resources, establishing
us as one of the few contractors able to do so. We believe the InServ acquisition will open more opportunities in the
downstream markets such as tank construction and refinery engineering services.
Pursue financial flexibility. Increasingly larger projects and the complex interaction of multiple projects underway
simultaneously require us to have the financial flexibility to meet material, equipment and personnel needs to support
our project commitments. We desire to use our credit facility for performance letters of credit, financial letters of
credit and cash borrowings. We focus on strengthening our balance sheet to enable us to achieve the best terms and
conditions for our credit facilities and bonding capacities, and our continued emphasis is on the maintenance of a
strong balance sheet to maximize flexibility and liquidity for the development and growth of our business. We also
employ rigorous cash management processes to ensure the continued improvement of cash management, including
processes focused on improving contract terms as they relate to project cash positions.

Market Demand
     We believe the fundamentals supporting the demand for engineering, construction and EPC services for the energy
industry, particularly for pipeline services in North America, will continue to be strong for the next two to five years.
Many positive developments reinforce our view. Capital spending for the exploration and production sector of the
energy industry is expected to exceed $310 billion in 2007; this additional investment is expected to drive new
pipeline infrastructure development. Additionally, according to an October 2007 Douglas-Westwood study, planned
onshore pipeline construction capital investment is estimated to be approximately $180 billion for the 2008 to 2012
time frame. Forecasted capital expenditures on new bitumen production and processing facilities in the oil sands
region of western Canada are expected to exceed $90 (C$100) billion through 2015, as production levels are increased
from approximately one million barrels per day presently to more than three million barrels per day in 2015. Recent
industry articles have highlighted the need for new, large crude oil export pipelines from Canada to the United States
and to export facilities on the west coast. In the United States, new gas production in the Rocky Mountain region has
generated plans for gas pipelines to the West Coast, Midwest and East Coast. In the southwestern United States,
pipeline infrastructure build-out is now underway to link new gas sources in the Barnett, Woodford and Fayetteville
shales to premium markets in Florida and the Northeast. Liquefied natural gas is also expected to bring more
opportunities to Willbros, both in North America and in other producing/exporting countries.
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     The engineering market in North America continues to be capacity constrained. We are selectively accepting
assignments that offer higher margins and better contract terms, and position us for EPC assignments. Our
engineering operations are currently operating at full capacity, constrained by the availability of qualified personnel.
We opened our newest engineering office in Kansas City, Missouri in the second quarter of 2007. Our overall
Engineering headcount increased by 128 in 2007, allowing us to continue to take advantage of the demand for
engineering services. We continue to evaluate several foreign locations to expand our engineering resource base. We
believe the high level of engineering activity is a precursor to higher levels of construction activity in North America.
     North America�s demand for our services is demonstrated by our near-record backlog at September 30, 2007 of
$1,098,884 that has grown 82.5 percent from the $602,272 backlog reported at December 31, 2006. More importantly,
the composition of our backlog has moved to predominantly (75 percent) cost reimbursable contracts, which are lower
risk contracts. At December 31, 2006, cost reimbursable contracts in backlog were only 45 percent of the total
backlog. We have now replaced the entire backlog from Nigeria with lower risk backlog in North America. The
majority of the backlog additions are in the U.S. portion of our Construction segment and these are on much better
terms, primarily a cost reimbursable basis versus fixed price, resulting in a much lower risk profile for the U.S. portion
of this segment. We also now see opportunities to contract work in our EPC segment on cost reimbursable basis.
Notably, our visibility extends into 2009, with our current capacity for mainline pipeline construction in the U.S.
substantially booked through the first quarter of 2009.
     In addition to the increased demand for our pipeline engineering services, our recent awards for pipeline and
station construction projects in North America reinforce our belief that our ability to obtain improved terms and
conditions and better pricing will continue in 2007 and beyond. Recent awards support our belief that customers
recognize the imbalance in the supply and demand for pipeline engineering and construction, and will offer better
terms and conditions, resulting in lower risk to us, to control pricing increases for our services and to ensure
availability of our services.

Significant Business Developments
InServ Acquisition

     On October 31, 2007 we entered into a share purchase agreement (�InServ SPA�) to acquire InServ, based in Tulsa,
Oklahoma for $225,000 (�InServ Purchase Price�). With the acquisition of InServ, we will significantly expand our
service offering which will allow us to address the downstream market for integrated solutions on turnaround,
maintenance and capital projects for the hydrocarbon processing and petrochemical industries. InServ is a fully
integrated downstream contractor with a highly experienced management team averaging over 30 years of industry
experience. InServ�s core competencies include turnkey project services through program management and EPC
services, which aligns with and complements the Willbros EPC service offering. Additionally, InServ is one of five
contractors in the US that provide services for the overhaul of high utilization fluid catalytic cracking units, the main
gasoline-producing unit in refineries. These units, which operate continually, are overhauled on a three to five year
schedule. InServ has performed projects for 60 of 149 operable refineries in the United States, providing a balanced
suite of services to a customer list which includes Valero, ChevronTexaco, Marathon, ExxonMobil, BP and
ConocoPhillips. Approximately 80 percent of InServ�s current services offering are spread among six primary services:
Construction, Construction and Turnaround, Field, Manufacturing, Tank, and Turnkey Project Services; the largest
and smallest shares of revenue being greater than 20 percent and 9 percent respectively. InServ also provides similar
overhaul services for other refinery process units as well as specialty services associated with welding, piping, and
process heaters. Additionally InServ manufactures specialty components such as: heater coils, alloy piping, and other
components which require high levels of expertise for refineries and petrochemical plants.
     Since its founding in 1994, InServ has generated 11 years of consistent growth and is in the midst of a market with
strong fundamental drivers including record oil prices and demand for hydrocarbon derivatives. We believe much of
the growth in the market addressed by InServ is driven by a shift to heavier and more sour crude streams and the tight
labor market which is leading to greater outsourcing of refinery services. InServ has also benefited from the shift to
more cost reimbursable contract terms and conditions as evidenced by approximately three quarters of its current
contract backlog being cost reimbursable. We also believe there may be opportunities for growth through selective
and strategic acquisitions of businesses or assets complementary to the current suite of its services.
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     We anticipate financing the cash portion of the purchase price through the public offering of our common stock.
Resolution of regulatory matters

     We have reached an agreement in principle with representatives of the DOJ, subject to approval by the DOJ, to
settle its previously disclosed investigation into possible violations of the FCPA. In addition, the Company has
reached an agreement in principle with the staff of the SEC to resolve its previously disclosed investigation of
possible violations of the FCPA and possible violations of the Securities Act of 1933 and the Securities Exchange Act
of 1934. These investigations stem primarily from our former operations in Bolivia, Ecuador and Nigeria.
     As a result of the agreements in principle, we have increased the accrual related to these investigations by $8,300
in the third quarter of 2007, bringing the aggregate liability for those matters to $32,300. Additional information is
provided in the Note 13 � Contingencies, Commitments, and Other Circumstances located in the Notes to Condensed
Consolidated Financial Statements and in Part II. Other Information, Item 1.A � Risk Factors.

Canada Pipeline Construction Company Acquisition
     On July 1, 2007, we acquired the assets and operations of Midwest Management (1987) Ltd. (�Midwest�). Midwest
provides pipeline construction, rehabilitation and maintenance, water crossing installations or replacements, and
facilities fabrication to the oil and gas industry, predominantly in western Canada. The total purchase amount was
$24,154, consisting of $22,793 in purchase price and approximately $1,361 in deal costs.

U.S. Construction Major Contract
     We have been awarded a $303,000 installation contract for the construction of three segments of the Midcontinent
Express Pipeline by Midcontinent Express Pipeline LLC, a joint venture between Kinder Morgan Energy Partners and
Energy Transfer Partners. The three segments will traverse Oklahoma and Texas and are comprised of approximately
257 miles of 42-inch pipeline. The projected start date for the project is third quarter of 2008.

Induced 6.5% Note Conversions
     The 6.5% Notes were converted in part in May of 2007 under four transactions resulting in $52,450 in aggregate
principal amount being converted into 2,987,582 shares of the Company�s common stock. We made aggregate cash
payments to the holders of $12,720, plus $1,481 in accrued interest for the current interest period. Loss on early
extinguishment of debt for all transactions totaled $15,375, including related debt issue costs. This conversion
strengthened our balance sheet, improved our debt to equity ratio at September 30, 2007, to 1.31 to 1 and enhances
our ability to secure the financial instruments required of us by some of our customers. A stronger balance sheet
positions us for more and larger projects and is a competitive advantage in today�s tight market.

Credit Facility
     As discussed above, we have received commitments from a group of lenders to replace our existing synthetic credit
facility with the 2007 Credit Facility. The 2007 Credit Facility includes more favorable rates and improved terms and
conditions and is expected to generate a minimum of approximately $2,000 of annual costs savings beginning in the
first year. A condition precedent to close the 2007 Credit Facility is that the Company receives a minimum of
$100,000 proceeds from the planned public offering of our common stock. We expect to close the facility concurrent
with the planned public offering of our common stock.
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Financial Summary (continuing operations)
     For the quarter ended September 30, 2007, we had income from continuing operations of $10,272 or $0.36 per
basic share and $0.32 per diluted share on revenue of $246,716. This compares to a loss of $4,965 or $0.23 per share
on revenue of $125,466 for the same quarter of 2006. During the quarter, we reduced the continuing operations
accrual for Government fines by $2,000 based on the agreements in principle with the SEC and DOJ.
     Revenue of $246,716 for the third quarter of 2007 represents a $121,250 (96.6%) increase over the revenue for the
same period in 2006. The Construction (increased $102,780 or 112.7%) and EPC (increased $13,102 or 93.3%)
segments were the drivers for this revenue growth.
     Contract income increased $27,579 (228.9%) to $39,627 in the third quarter of 2007 as compared to $12,048 in the
same quarter of 2006 due to increased activity and improvement in contract margin in the Construction and
Engineering segments. Overall contract margin in the third quarter of 2007, as compared to the third quarter of 2006,
increased 6.5 percentage points to 16.1% from 9.6%. The Engineering segment had margin improvement of
11.1 percentage points, Construction improved margin by 6.7 percentage points and EPC margin improved
3.3 percentage points.

Depreciation and amortization increased $2,192 (67.1%) to $5,457 in the third quarter of 2007 from $3,265 in the
third quarter of 2006. All of the increase is attributed to the Construction segment and is a result of increased capital
spending, primarily on construction equipment to support the revenue growth. The acquisition of Midwest accounted
for $779 of the increase.

G&A expenses increased $6,356 (57.3%) to $17,448 in the third quarter of 2007 from $11,092 in the third quarter
of 2006. Corporate G&A increased $3,674 and Business Unit G&A increased $2,682. The primary driver for the
increase is the increase in business activity reflected in the higher revenue numbers. As a percent of revenue, G&A
decreased to 7.1% for the quarter compared to 8.8% for the same quarter of 2006.

Non-Operating
     We recorded income tax expense of $6,081 on income before income taxes from continuing operations of $16,353
resulting in an effective income tax rate of 37.2%.

Discontinued Operations
     For the third quarter of 2007, the loss from discontinued operations was $9,126 or $0.32 per basic share compared
to a loss of $17,136 or $0.80 per basic share in the third quarter of 2006. For the nine months ended September 30,
2007, the loss from discontinued operations was $21,494 or $0.78 per basic share compared to a loss of $46,249 or
$2.15 per basic share for the nine months ended September 30, 2006. For the third quarter of 2007, the net loss was
comprised primarily of the accrual of a settlement amount due to the SEC under an agreement in principle of $10,300,
consisting of $8,900 for profit disgorgement plus $1,400 of pre-judgment interest thereon. The profit disgorgement
was specifically attributable to one of our Nigerian projects, and is therefore classified as discontinued operations. For
the year to date, the results of discontinued operations are comprised of 38 days of our operations in Nigeria, the gain
on the sale of our Nigeria assets and operations, the accrual for profit disgorgement and pre-judgment interest thereon,
and 213 days of service provided under the Transition Services Agreement (�TSA�).

Transition Services Agreement
     Concurrent with the sale of our Nigeria assets and Nigeria based operations, we entered into a two-year TSA with
Ascot Offshore Nigeria Limited (�Ascot�). Under the agreement, we were primarily providing labor in the form of
seconded employees to work under the direction of Ascot, and Company owned equipment. Ascot has agreed to
reimburse us for the seconded employee transition services costs. There remain unresolved issues related to the use of
the Company owned equipment. The Company and Ascot are working toward resolution of these issues. The
Company has not recorded a receivable related to the use of the equipment. Through September 30, 2007, total
reimbursable costs totaled approximately $21,582. The after-tax residual net loss from providing these transition
services is $370, or less than 2% of the incurred costs for the nine months ended September 30, 2007. Both the
Company and Ascot are working to shift the transition services provided by us to direct services secured by Ascot.
     As previously discussed, the Company has made available certain equipment to Ascot for its use. This equipment
was not sold to Ascot under the Agreement. Through September 30, 2007 the Company has not resolved with Ascot
the rental rates for this equipment for the period February 8, 2007 through September 30, 2007. As agreed in the GSA,
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on September 14, 2007, the Company received an appraisal for this equipment; the fair-value of the equipment was
$8,477. The Company�s net book value for this equipment at September 30, 2007 is $2,377. This equipment is
comprised of construction equipment, rolling stock, and generator sets. The Company and Ascot are working to
resolve the issue of rental equipment, either through cash settlement or though an exchange of equipment.

Global Settlement Agreement (�GSA�)
     On September 7, 2007, the Company finalized the GSA with Ascot. The significant components of the agreement
include:
� A reduction to the purchase price of $25,000;

� Ascot agreed to provide supplemental backstop letters of credit in the amount of $20,322 issued by a
non-Nigerian bank approved by the Company;

45

Edgar Filing: WILLBROS GROUP INC - Form 10-Q

Table of Contents 80



Table of Contents
� Ascot provided specific indemnities related to two ongoing projects that Ascot acquired as part of the

Agreement;

� Ascot and the Company agreed that all working capital adjustments as provided for in the Agreement were
resolved; and

� Except as provided in the GSA, Ascot and the Company waived all of their respective rights and obligations
relating to indemnifications provided in the February 7, 2007 Share Purchase Agreement concerning any breach
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