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TO OUR SHAREHOLDERS

When | wrote to you one year ago, | expressed our pride

in what we had accomplished at Foster Wheeler and high-
lighted the fact that 2006 was an all-time record year in the
117-year history of our company.

I’'m very pleased to report to you that our 2007 perfor-
mance signi cantly exceeded our 2006 all-time records by
every material measure. We set new all-time marks in net
income, EBITDA, market capitalization, and backlog while
providing excellent and technically advanced products and
services for our clients worldwide.

Clearly, the various nancial, operational, commercial,
and organizational initiatives that we have driven very metic-
ulously and systemically into the fabric of the Foster Wheeler
culture have transformed our company’s ability to perform in
an industry-leading manner. In particular we have:

Delivered upon our reputation as a pre-eminent global
supplier of high-quality services and equipment to our
target markets, where we di erentiate ourselves through our
technical capabilities, product capabilities and our ability to
execute large complex projects successfully and safely;

Signi cantly improved the consistency and discipline of
our commercial practices across both business groups: our
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is transformation is not yet complete. We pursue
continuous improvement in everything we do, and we
continue to seek internal and external growth opportuni-
ties. We are fortunate to be on this journey at a time when
our served markets have given new de nition to the word
“robust”  ree examples:

e 2007 World Oil Outlook published by the Orga-
nization of Petroleum Exporting Countries estimated that
there would be a total of $2.4 trillion invested to build
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We are working on the EPC phase of the North West Shelf Phase V project in Australia, where we are leading the joint
venture that is adding a fifth LNG train af this Woodside-operated LNG complex. This is the world’s first onshore LNG train
to be constructed using modules, one of which is shown above. The use of modular construction is helping ensure that the
project is completed within required time frames in 2008. Image: Courfesy of Woodside Energy Ltd.



Foster Wheeler has steadily expanded the capacity and technical capabilities of its marketleading CFB steam generators.

In 2007, the company was engaged in the design and supply of a CFB for a power plant in Lagisza, Poland. With a
generating capacity of 460 megawatts, the unit will be the world’s largest and the world's first supercritical CFB.
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FOSTER WHEELER AT A GLANCE

GLOBAL E&C G .0 P

Our E&C Group accounted for roughly 60% of the
company’s scope revenues in 2007. It performs front-end
design (FEED); engineering, procurement, construction
(EPC); and project management for the following key
markets:

Upstream oil and gas

LNG liquefaction and gas-to-liquids

Oil re ning (including delayed coking)
Chemicals and petrochemicals
Pharmaceuticals, biotechnology and healthcare

e E&C Group is also involved in power project
development and environmental remediation.

Major engineering centers: Reading (U.K.), Milan,
Houston, Singapore, Paris, Madrid, India

GLOBAL PO_IE .G 0 P

Our GPG business accounted for roughly 40% of the
company’s scope revenues in 2007. It designs and manu-
factures steam generating and auxiliary equipment for
electric power generating stations and industrial facilities.
Areas of expertise:

Circulating uidized-bed (CFB) steam generators that
burn a wide range of fuels

World leader in the combustion of biomass and
hard-to-burn fuels

Pulverized-coal boilers

Supercritical once-through technology

GPG also provides related boiler service, construction and
maintenance engineering as well as major plant upgrades.
GPG is developing oxy-fuel technology that has the
potential to virtually eliminate carbon dioxide power
plant emissions.

Major engineering centers: Perryville (New Jersey),
Shanghai, Finland, Madrid, Poland

Fabrication facilities: China, Poland, Spain
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PART I

ITEM 1. BUSINESS

General

Foster Wheeler Ltd. is incorporated under the laws of Bermuda and is a holding company that owns the
stock of its various subsidiary companies. Except as the context otherwise requires, the terms “Foster
Wheeler,” “us” and “we,” as used herein, include Foster Wheeler Ltd. and its direct and indirect subsidiaries.

Amounts in Part I, Item 1 are presented in thousands, except for number of employees.

Business
We operate through two business groups: our Global Engineering and Construction Group, which we



catalytic NOx reduction systems as well as complete low-NOx combustion systems. We provide a broad range
of site services relating to these products, including construction and erection services, maintenance engineer-
ing, plant upgrading and life extensions.

Our Global Power Group also provides research analysis and experimental work in fluid dynamics, heat
transfer, combustion and fuel technology, materials engineering and solid mechanics. In addition, our Global Power
Group owns and operates cogeneration, independent power production and waste-to-energy facilities, as well as
power generation facilities for the process and petrochemical industries. Our Global Power Group generates
revenues from engineering activities, equipment supply and construction contracts, operating activities pursuant to
the long-term sale of project outputs, such as electricity and steam, operating and maintenance agreements, royalties
from licensing our technology, and from returns on its equity investments in various power production facilities.

In addition to these two business groups, which also represent operating segments for financial reporting
purposes, we report corporate center expenses and expenses related to certain legacy liabilities, such as
asbestos, in the Corporate and Finance Group, which we also treat as an operating segment for financial
reporting purposes and which we refer to as the C&F Group.



terms. In some instances, we have responsibility for commissioning and plant start-up, or, where the
client has responsibility for these activities, we provide experts to work as part of our client’s team.






Wheeler scope measures the component of backlog with profit potential and represents our services plus fees
for reimbursable contracts and total selling price for lump-sum or fixed-price contracts.

Please refer to Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of
Operations,” for a discussion of the changes in unfilled orders, both in terms of expected future revenues and
Foster Wheeler scope. See also Item 1A, “Risk Factors — Risks Related to Our Operations — Projects
included in our backlog may be delayed or canceled, which could materially adversely affect our business,
financial condition, results of operations and cash flows.”

Use of Raw Materials

We obtain the materials used in our manufacturing and construction operations from both domestic and
foreign sources. The procurement of materials, consisting mainly of steel products and manufactured items, is
heavily dependent on unrelated third-party foreign sources.

Compliance with Government Regulations

We are subject to certain foreign, federal, state and local environmental, occupational health and product
safety laws arising from the countries where we operate. We also purchase materials and equipment from
third-parties, and engage subcontractors, who are also subject to these laws and regulations. We believe that
all our operations are in material compliance with those laws and we do not anticipate any material capital
expenditures or material adverse effect on earnings or cash flows as a result of complying with those laws.

Employees

The following table indicates the number of full-time, temporary and agency personnel in each of our
business groups. We believe that our relationship with our employees is satisfactory.

As of
December 28, December 29,
2007 2006
Global E&C GroUp. . . vttt e 10,498 8,887
Global POWEr GroUp . . ..o oo 3,278 3,027
C&F GroUp . .. e 83 78
13,859 11,992

Competition

Many companies compete with us in the engineering and construction business. Neither we nor any other
single company has a dominant market share of the total design, engineering and construction business
servicing the global businesses previously described. Many companies also compete in the global energy
business and neither we nor any other single competitor has a dominate market share. Companies that compete
with our Global E&C Group include but are not limited to the following: Bechtel Corporation; Chicago
Bridge & Iron Company N.V.; Chiyoda Corporation; Fluor Corporation; Jacobs Engineering Group Inc.; JGC
Corporation; KBR, Inc.; McDermott International; Saipem S.p.A.; Shaw Group, Inc.; Technip; and Worley
Parsons Ltd. Companies that compete with our Global Power Group include but are not limited to the
following: Aker Kvaerner ASA; Alstom Power; Austrian Energy & Environment AG.; The Babcock & Wilcox
Company; Babcock Power Inc.; Doosan-Babcock; Hitachi, Ltd.; and Mitsubishi Heavy Industries Ltd.

Available Information

You may obtain free electronic copies of our annual reports on Form 10-K, quarterly reports on
Form 10-Q, current reports on Form 8-K, proxy statements and all amendments to these documents at our
website, www.fwc.com, under the heading “Investor Relations” by selecting the heading “SEC Filings.” We



ITEM 1A. RISK FACTORS (amounts in thousands of dollars)

Our business is subject to a number of risks and uncertainties, including those described below. If any of
these events occur, our business could be harmed and the trading price of our securities could decline. The
following discussion of risks relating to our business should be read carefully in connection with evaluating
our business and the forward-looking statements contained in this annual report on Form 10-K. For additional
information regarding forward-looking statements, see Item 7, “Management’s Discussion and Analysis of
Financial Condition and Results of Operations — Safe Harbor Statement.”

The categorization of risks set forth below is meant to help you better understand the risks facing our






adversely affect our business, financial condition, results of operations and cash flows. Our business has not






alleged exposure to or contamination by hazardous substances. Changes in the environmental laws and
regulations, remediation obligations, enforcement actions, stricter interpretations of existing requirements,
future discovery of contamination or claims for damages to persons, property, natural resources or the
environment could result in material costs and liabilities that we currently do not anticipate.

We may lose future business to our competitors and be unable to operate our business profitably if our pat-
ents and other intellectual property rights do not adequately protect our proprietary products.

Our success depends significantly on our ability to protect our intellectual property rights to the
technologies and know-how used in our proprietary products. We rely on patent protection, as well as a
combination of trade secret, unfair competition and similar laws and nondisclosure, confidentiality and other
contractual restrictions to protect our proprietary technology. However, these legal means afford only limited
protection and may not adequately protect our rights or permit us to gain or keep any competitive advantage.
We also rely on unpatented proprietary technology. We cannot provide assurance that we can meaningfully
protect all our rights in our unpatented proprietary technology or that others will not independently develop
substantially equivalent proprietary products or processes or otherwise gain access to our unpatented
proprietary technology. We also hold licenses from third-parties that are necessary to utilize certain technolo-
gies used in the design and manufacturing of some of our products. The loss of such licenses would prevent us
from manufacturing and selling these products, which could harm our business.

We rely on our information systems in our operations. Failure to protect these systems against security
breaches could adversely affect our business and results of operations. Additionally, if these systems fail or
become unavailable for any significant period of time, our business could be harmed.

The efficient operation of our business is dependent on computer hardware and software systems.
Information systems are vulnerable to security breaches by computer hackers and cyber terrorists. The
unavailability of the information systems, the failure of these systems to perform as anticipated for any reason
or any significant breach of security could disrupt our business and could result in decreased performance and
increased overhead costs, causing our business and results of operations to suffer.

Risks Related to Asbestos Claims

The number and cost of our current and future asbestos claims in the United States could be substantially
higher than we have estimated and the timing of payment of claims could be sooner than we have esti-
mated, which could materially adversely affect our business, financial condition, results of operations and
cash flows.

Some of our subsidiaries are named as defendants in numerous lawsuits and out-of-court administrative
claims pending in the United States in which the plaintiffs claim damages for alleged bodily injury or death
arising from exposure to asbestos in connection with work performed, or heat exchange devices assembled,
installed and/or sold, by our subsidiaries. We expect these subsidiaries to be named as defendants in similar
suits and that claims will be brought in the future. For purposes of our financial statements, we have estimated
the indemnity and defense costs to be incurred in resolving pending and forecasted domestic claims through
year-end 2022. Although we believe our estimates are reasonable, the actual number of future claims brought
against us and the cost of resolving these claims could be substantially higher than our estimates. Some of the
factors that may result in the costs of asbestos claims being higher than our current estimates include:

e the rate at which new claims are filed;

the number of new claimants;

changes in the mix of diseases alleged to be suffered by the claimants, such as type of cancer,
asbestosis or other illness;

e increases in legal fees or other defense costs associated with asbestos claims;

e increases in indemnity payments;

11



e decreases in the proportion of claims dismissed with zero indemnity payments;
¢ indemnity payments being required to be made sooner than expected;

e bankruptcies of other asbestos defendants, causing a reduction in the number of available solvent
defendants and thereby increasing the number of claims and the size of demands against our
subsidiaries;

e adverse jury verdicts requiring us to pay damages in amounts greater than we expect to pay in
settlements;

e changes in legislative or judicial standards that make successful defense of claims against our
subsidiaries more difficult; or

e enactment of federal legislation requiring us to contribute amounts to a national settlement trust in
excess of our expected net liability, after insurance, in the tort system.

The total liability recorded on our balance sheet is based on estimated indemnity and defense costs
expected to be incurred through year-end 2022. We believe that it is likely that there will be new claims filed
after 2022, but in light of uncertainties inherent in long-term forecasts, we do not believe that we can
reasonably estimate the indemnity and defense costs that might be incurred after 2022. Our forecast
contemplates that the number of new claims requiring indemnity will decline from year to year. If future
claims fail to decline as we expect, our aggregate liability for asbestos claims will be higher than estimated.

Since year-end 2004, we have worked with Analysis Research Planning Corporation, or ARPC, nationally
recognized consultants in projecting asbestos liabilities, to estimate the amount of asbestos-related indemnity
and defense costs. ARPC reviews our ashestos indemnity payments, defense costs and claims activity and
compares them to our 15-year forecast prepared at the previous year-end. Based on its review, ARPC may
recommend that the assumptions used to estimate our future asbestos liability be updated, as appropriate.

Our forecast of the number of future claims is based, in part, on a regression model, which employs the
statistical analysis of our historical claims data to generate a trend line for future claims and, in part, on an
analysis of future disease incidence. Although we believe this forecast method is reasonable, other forecast
methods that attempt to estimate the population of living persons who could claim they were exposed to
ashestos at worksites where our subsidiaries performed work or sold equipment could also be used and might
project higher numbers of future claims than our forecast.

The actual number of future claims, the mix of disease types and the amounts of indemnity and defense
costs may exceed our current estimates. We update our forecasts at least annually to take into consideration
recent claims experience and other developments, such as legislation and litigation outcomes, that may affect
our estimates of future asbestos-related costs. The announcement of increases to asbestos liabilities as a result
of revised forecasts, adverse jury verdicts or other negative developments involving asbestos litigation or
insurance recoveries may cause the value or trading prices of our securities to decrease significantly. These
negative developments could also negatively impact our liquidity, cause us to default under covenants in our
indebtedness, cause our credit ratings to be downgraded, restrict our access to capital markets or otherwise
materially adversely affect our business, financial condition, results of operations and cash flows.



we provided them, Peterson Risk Consulting provided an analysis of the unsettled insurance asset as of year-
end 2007. We utilized that analysis to determine our estimate of the value of the unsettled insurance asset.

The asset recorded on our consolidated balance sheet represents our best estimate of settled and probable
future insurance settlements relating to our domestic liability for pending and estimated future asbestos claims
through year-end 2022. The estimate of recoveries from unsettled insurers in the insurance litigation discussed
below is based upon the resolution of certain insurance coverage issues and the application of certain
assumptions relating to cost allocation and other factors. The insurance asset also includes an estimate of the
amount of recoveries under existing settlements with other insurers. On February 13, 2001, litigation was
commenced against certain of our subsidiaries by certain of our insurers seeking to recover from other insurers



these insurance policies is dependent upon, among other things, the timing and amount of asbestos claims that
may be made in the future, the financial solvency of our insurers and the amount that may be paid to resolve
the claims. These factors could significantly limit our insurance recoveries, which could materially adversely
affect our business, financial condition, results of operations and cash flows.

Risks Related to Our Liquidity and Capital Resources

We require cash repatriations from our non-U.S. subsidiaries to meet our domestic cash needs related to
our asbestos-related and other liabilities and corporate overhead expenses. Our ability to repatriate funds
from our non-U.S. subsidiaries is limited by a number of factors.

As a holding company, we are dependent on cash inflows from our subsidiaries in order to fund our
asbestos-related and other liabilities and corporate overhead expenses. To the extent that our U.S. subsidiaries
do not generate enough cash flows to cover our holding company payments and expenses, we are dependent
on cash repatriations from our non-U.S. subsidiaries. There can be no assurance that the forecasted foreign
cash repatriation will occur as our non-U.S. subsidiaries need to keep certain amounts available for working
capital purposes, to pay known liabilities, to comply with covenants and for other general corporate purposes.
The repatriation of funds may also subject those funds to taxation. The inability to repatriate cash could
negatively impact our business, financial condition, results of operations and cash flows.

Certain of our various debt agreements impose financial covenants, which may prevent us from capitalizing



Risk Factors Related to Our Financial Reporting and Corporate Governance

If we have a material weakness in our internal control over financial reporting, our ability to report our
financial results on a timely and accurate basis may be adversely affected.

Although we had no material weaknesses as of December 28, 2007, we have reported material
weaknesses in our internal control over financial reporting in the past. We cannot assure that we will avoid a
material weakness in the future. If we have another material weakness in our internal control over financial
reporting in the future, it could adversely impact our ability to report our financial results in a timely and
accurate manner.

We have anti-takeover provisions in our bye-laws that may discourage a change of control.

Our bye-laws contain provisions that could make it more difficult for a third-party to acquire us without
the consent of our board of directors. These provisions provide for:

e The board of directors to be divided into three classes serving staggered three-year terms and the
reservation for the board of directors, not the shareholders, of the right to increase the size of the board
of directors. In addition, directors may be removed from office only for cause, by the affirmative vote
of the holders of two-thirds of the issued shares generally entitled to vote and vacancies on the board
of directors may only be filled by the remaining directors. These provisions of our bye-laws may delay
or limit the ability of a shareholder to obtain majority representation on the board of directors.

e Any amendment to the bye-law limiting the removal of directors to be approved by the board of
directors and the affirmative vote of the holders of three-quarters of the issued shares entitled to vote at
general meetings.

e Restrictions on the time period in which directors may be nominated or shareholder proposals may be
submitted. A shareholder notice to nominate an individual for election as a director or a shareholder
proposal must be received no less than 120 calendar days prior to the anniversary of the date on which
we first mailed our proxy materials for the preceding year’s annual meeting. To be timely for
consideration at the annual meeting of shareholders, a shareholder proposal must be received no less
than 45 days prior to the anniversary of the date on which we first mailed our proxy materials for the
preceding year’s annual meeting.

e The board of directors to determine the powers, preferences and rights of preference shares and to issue
preference shares without shareholder approval.

e A general prohibition on “business combinations” between Foster Wheeler Ltd. and an “interested
member.” Specifically, “business combinations” between an interested member, which is generally
defined as a person or group of persons that owns, directly or indirectly, 20% or more of the issued
voting shares of Foster Wheeler Ltd., and Foster Wheeler Ltd. are prohibited for a period of five years
after the time the interested member acquires 20% or more of our outstanding voting shares, unless the
business combination or the transaction resulting in the person becoming an interested member is
approved by the board of directors prior to the date the interested member acquires 20% or more of the
outstanding voting shares.

e Any matter submitted to the shareholders at a meeting called on the requisition of shareholders holding
not less than one-tenth of our paid-up voting shares to be approved by the affirmative vote of all of the
shares eligible to vote at such meeting.

These provisions could make it more difficult for a third-party to acquire us, even if the third-party’s
offer may be considered beneficial by many shareholders. As a result, shareholders may be limited in their
ability to obtain a premium for their shares.
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ITEM 2. PROPERTIES

The following table provides the name of each subsidiary that owns or leases materially important
physical properties, along with the location and general use of each of our properties as of December 28,
2007, and the business segment in which each property is grouped. All or part of the listed properties may be
leased or subleased to other affiliates. All properties are in good condition and adequate for their intended use.

Company (Business Segment*) Building Lease
and Location Use Land Area  Square Feet Expires”
Foster Wheeler Realty Services, Inc. (C&F)
Union Township, New Jersey Investment in undeveloped land 203.8 acres —
General office & engineering 29.4 acres 294,000 2022
Storage and reproduction facilities ~ 10.8 acres 30,400
Livingston, New Jersey Research center 6.7 acres 51,355
Foster Wheeler Energy Services, Inc. (GPG)
San Diego, California Office — 11,015 2008
Foster Wheeler USA Corporation (E&C)
Houston, Texas Office & engineering — 107,890 2008
Houston, Texas Office & engineering — 59,671 2009
Houston, Texas Office & engineering — 74,025 2009
Foster Wheeler Iberia, S.A. (E&C)/(GPG)
Madrid, Spain Office & engineering 5.5 acres 110,000 2015
Santiago, Chile Office & engineering — 16,071 2011
Foster Wheeler Energia, S.A. (GPG)
Tarragona, Spain Manufacturing & office 25.6 acres 77,794
Foster Wheeler France, S.A. (E&C)
Paris, France Office & engineering — 64,584 2013
Foster Wheeler International Corporation (Thailand Branch) (E&C)
Sriracha, Thailand Office & engineering — 59,944 2008
Sriracha, Thailand Office & engineering — 49,199 2008

Foster Wheeler International Engineering & Consulting (Shanghai)
Company Limited (GPG and E&C)

Shanghai, China Office & engineering — 35,796 2008
Shanghai, China Office & engineering — 21,083 2009
Shanghai, China Office & engineering — 21,031 2010
Foster Wheeler Constructors, Inc. (GPG)

McGregor, Texas Storage facilities 15.0 acres 24,000

Foster Wheeler Limited (England) (E&C)

Glasgow, Scotland Office & engineering 2.3acres 28,798

Reading, England Office & engineering — 76,711 2011
Reading, England Office & engineering 14.0 acres 365,521 2024
Reading, England Office & engineering — 30,000 2009
Reading, England Investment in undeveloped land 12.0 acres —

Teesside, England Office & engineering — 18,001 2014
Foster Wheeler Limited (Nigeria) (E&C)

Lagos, Nigeria Office & engineering — 13,000 2008
Foster Wheeler Saudi Arabia Company Limited (E&C)

Al-Khobar, Saudi Arabia Office — 45,000 2008
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Performance Graph
The stock performance graph below shows how an initial investment of $100 in our common shares would







of our prior domestic senior credit agreement; and a net charge of $(12,500) recorded in conjunction with
the debt reduction initiatives completed in April and May 2006.

(3) Includes in fiscal year 2005: increased contract profit of $99,600 from the regular re-evaluation of contract
profit estimates; a charge of $(113,700) on the revaluation of our estimated asbestos liability and ashestos
insurance receivable; credit agreement costs associated with our prior domestic senior credit facility of
$(3,500); and an aggregate charge of $(58,300) recorded in conjunction with the exchange offers for our
trust preferred securities and our senior notes due 2011, which we refer to as our 2011 senior notes.

(4) Includes in fiscal year 2004: increased contract profit of $37,600 from the regular re-evaluation of contract
profit estimates; a gain of $19,200 on the sales of minority equity interests in special-purpose companies



ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS (amounts in thousands of dollars)

The following is management’s discussion and analysis of certain significant factors that have affected
our financial condition and results of operations for the periods indicated below. This discussion and analysis






The Global Power Group’s new orders increased 67.8% to $2,008,200 in fiscal year 2007, compared to
fiscal year 2006. We believe that the global power markets have strengthened and that there are significant
growth opportunities in 2008 in the power markets we serve, such as solid fuel-fired boilers, boiler services,
boiler environmental products and boiler-related construction services.

We believe that we are well positioned to compete in both our Global E&C Group and Global Power
Group markets during 2008. The challenges and drivers for each of our Global E&C Group and our Global
Power Group are discussed in more detail in the section entitled, “Business Segments,” within this Item 7.

Results of Operations:

Operating Revenues:

For the Year Ended
December 28, December 29, December 30,

2007 2006 2005
Amount . ... $5,107,243  $3,495,048  $2,199,955
$Change ..........co i 1,612,195 1,295,093
%Change. .. ... 46.1% 58.9%

The increase in operating revenues in fiscal year 2007, compared to fiscal year 2006, reflects our success
in meeting the strong market demand in both our Global E&C Group and our Global Power Group (please
refer to the section entitled, “Business Segments,” within this Item 7 and in Note 17 to the consolidated
financial statements included in this annual report on Form 10-K for further information). However, $848,300
of the fiscal year 2007 increase results from an increase, versus fiscal year 2006, in flow-through revenues and
costs on projects executed by our Global E&C Group. Flow-through revenues and costs result when we are
performing an engineering or construction contract and purchase materials, equipment or subcontractor
services on behalf of our customer on a reimbursable basis with no profit added to the cost of the materials,
equipment or subcontractor services. Flow-through revenues and costs do not impact contract profit or net
earnings, but increased amounts of flow-through revenues have the effect of reducing our reported profit
margins as a percent of operating revenues.

Operating revenues increased in fiscal year 2006, versus fiscal year 2005, driven by our ability to address
the strong market activity in both the Global E&C Group and Global Power Group. Included in the increase of
fiscal year 2006 operating revenues, compared to fiscal year 2005, are flow-through revenues of $289,400
from our Global E&C Group.

Contract Profit:

For the Year Ended
December 28, December 29, December 30,

2007 2006 2005
AMOUNt ..ot $744,321 $507,787 $346,342
$Change ......... ... 236,534 161,445
%Change. .. ... 46.6% 46.6%

Contract profit is computed as operating revenues less cost of operating revenues. The increase in contract
profit in fiscal year 2007, compared to fiscal year 2006, primarily reflects a significant increase in the volume
of revenues, excluding the flow-through revenues described above, and increased margins earned in both our
Global E&C Group and our Global Power Group, partially offset by a $30,000 charge on a Global Power
Group legacy project.

The increase in contract profit for fiscal year 2006, compared to fiscal year 2005, primarily reflects the
significant increase in volume of revenues described above in both our Global E&C Group and our Global
Power Group, and from increased margins earned by our Global E&C Group, partially offset by certain project
write-downs in the Global Power Group.

Please refer to the section entitled, “Business Segments,” within this Item 7 for further information.
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Selling, General, and Administrative (SG&A) Expenses:

For the Year Ended
December 28, December 29, December 30,

2007 2006 2005
Amount . ... $246,237 $225,330 $216,691
$Change ... 20,907 8,639
%Change. .. ... 9.3% 4.0%

SG&A expenses include the costs associated with general management, sales pursuit, including proposal
expenses, and research and development costs. The increase in SG&A expenses in fiscal year 2007, compared
to fiscal year 2006, results primarily from increases in sales pursuit costs of $10,300, general overhead costs
of $7,400 and research and development costs of $3,200. The increases result primarily from the increased
volume of business in fiscal year 2007, which drove an increase in the number of technical personnel as well
as non-technical support staff and related costs.

The increase in SG&A expenses in fiscal year 2006, compared to fiscal year 2005, results primarily from
increases in general overhead costs of $23,800 and research and development costs of $100, which were
partially offset by a decrease in sales pursuit costs of $15,300. The increase in general overhead results
primarily from $3,200 of severance costs in fiscal year 2006 in our domestic and European Global Power
Group businesses, $7,600 of additional non-cash equity-based compensation expense in fiscal year 2006
resulting primarily from the adoption of Statement of Financial Accounting Standard, or SFAS, No. 123R,
“Share-Based Payment,” a $6,200 increase in personnel costs including an increase in related short-term
incentive expense, and $2,800 from costs associated with the wind down of our Canadian operations. The
decline in sales pursuit costs reflects, in part, a reduction in the number of major lump-sum turnkey proposals
during fiscal year 2006.

Other Income:

For the Year Ended
December 28, December 29, December 30,

2007 2006 2005
Amount . ... ... $61,410 $48,610 $54,847
$Change ... 12,800 (6,237)
%Change. . ... 26.3% (11.9)%

Other income in fiscal year 2007 consists primarily of $37,300 in equity method earnings generated from
our investments, primarily from our minority ownership interests in build, own, and operate projects in Italy
and Chile (as described further in Note 5 to the consolidated financial statements in this annual report on
Form 10-K), a $6,600 gain on a real estate investment, a $9,400 gain recognized at our Camden, New Jersey
waste-to-energy facility from the State of New Jersey’s payment on the project’s debt and $1,500 of investment
income.

Other income in fiscal year 2006 consists primarily of $29,300 in equity method earnings generated from
our investments, primarily from minority ownership interests in build, own, and operate projects in Italy and
Chile (as described further in Note 5 to the consolidated financial statements in this annual report on Form 10-K),
a $1,000 gain on the sale of a previously closed manufacturing facility in Dansville, New York, a $9,200 gain
recognized at our Camden, New Jersey waste-to-energy facility from the State of New Jersey’s payment on the
project’s debt and $600 of investment income. In the third quarter of 2006, the majority owners of certain of the
Italian projects sold their interests to another third-party. Prior to this sale, our equity in the net earnings of these
projects was reported on a pretax basis in other income and the associated taxes were reported in the provision



Other income in fiscal year 2005 consists primarily of $30,600 in equity method earnings generated from
our investments, primarily from minority ownership interests in build, own, and operate projects in Italy and
Chile (as described further in Note 5 to the consolidated financial statements in this annual report on




Please refer to Note 6 to the co