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territories throu^out the United States and we do not have significant operations or assets outside the United States. 
We acquired a Canadian entity in November 2005 whidi represents approximately 2% of revenues for the year 
ended December 31,2006 and 2% of total assets as of December 31,2006. 

Business segment performance measurements are designed to facilitate evaluation of operating unit 
performance and assist in allocation of resource for the reportable segments. The primary financial measures we me 
to evaluate our segment op^ations are contract revenues and income from operations as adjmted, a non~GAAP 
financial measure. Income from operations as adjusted excludes expenses for the amortization of intangibles related 
to our acquisitions and share-based compensation because we believe those expenses do not reflect the core 
performance of our business segments operations. We began excluding share-based compensation expense from 
income from operations as adjusted in the second quarter of 2006. We did not reclassify share-trased compensation 
expense for the 2005 periods^ since the expense was insignificant. A recoiwiliation of income from operations as 
adjusted to the nearest GAAP equivalent, income from continuing opemtions before income taxes is provided below. 

We do not allocate corporate costs to our business segments for internal management reporting. Corporate and 
eliminations includes corporate costs, revenue related to adniinistrative servKxs we proviite to one of our customers 
and die elimination of an insignificant amount of intra-company revenues. The following tables present segment 
information by period: 

For the Year Ended 
December 3 If 
2004 

Infrastructure 
Constmctlon 

ServicM 

Telecomiuunicatioii 

Servtees 

Corporate and 

KltminatiftHit 

(In thousmds) 

13,258 

Interest expense and amortization of debt 
discount 
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For the Year Ended 
December 31, 
2005 

Income (loss) &om operations as adjusted 

Amorti^tion 

C ^ ^ l ^ ^ i d i t u r e s 

Income(loss)^^m operations as adjusted 

Income Ooss) from operations 

Interest expense and amortization of debt 
discoimt 

Infrastmcture 
Coiutrucdon 

Senlceg 

T^econamunleadon 

Servicftg 

Corporate and 

EUmfaiations Total 
(In tbousaDds) 

17,337 112^9^ 

Income (loss) before income taxes 

For Ae Year Ended 
December 31^ 
2006 

Infrastrucbire 
Construction 

ScrvicCT 

Tetecommuidcatloii 

Scrviceg 

241) (952) ^MPl 

17.071 $ (9.862) $ 22.700 

Coiporate and 

Total 
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The following table presents information regarding revenues by end market: 

Bb^ftMlransirtiwoir * ^" -" ~^^ '-""• 
Electnc Sub i itmn 
^^^^^ t i ibu t inn and rndu^mdl Llectnc 
Natural G is 
^^^^ lun ica t ions 
Other 

Year^ded 
December 31.2004 

Year Ended 
December 31.2005 

(In thousands) 
- '---- '%'"-- '^i^fjm---'^ '^'•~'^6&m 

n n :»>" 
\%x,m 
211 901 
52,190 
iv>*;i' 

1 «\ (4<« 
171055 
To-* -. 1 
101 141 

Kviio: 

Year Ended 
Decemher 31.2006 

" i 359^53 
2w4,067 
144.745 
:"8,55I 
105^44 

9.845 
ft32Ji04 £. S53II76 1 W2:30S 

Electric, gas and odier end market revenues are ratirely part ofthe ICS segment, while telecommimications end 
market revenue is included in botii the ICS and TS segments. Approximately 58%, 40% and 38% ofthe 
telecommunications end market revenues for tiie yeiu^ ended December 31,2004,2005 and 2006, respectively, were 
from the TS segment. 

20. Commitments and Contingencies 

We rent office space and equipment luider non-cancelable operating leases, certain of which contain rent 
holidays and purchase option terms. Operating lease payments are expensed as incurred. Our future minimum lease 
commitments for all non-cancelable leases as of December 31,2006 are as follows: 

ODerating Leases 
(In thousands) 

N n c o 
1 * ^9M 
II hi4 
7,33|p 
»0 5 

unM 
$. 58.254 

Fot riu; twclvuTiuuilh^ coding December ^1 . 
2(nr 
200? 
2iin'i 

HiURUritcr 
Total minimum lease payments 

Our rent expense was $15.6 million, $15.6 million and $19.2 milH<»i, respectively, for the years en(kd 
December 31,2004,2005 and 2006. See Note 15 f<»- information regarding leasing transactions with related parties. 

We also constmct and lease fibei^-optic telecoimnunications ̂ ilities to our customers pursuant to operating 
lease agreements, typically with lease terms from five to tw«ity-five years, including certain r^iewal options. Under 
those agreements, customers lease a portion ofthe edacity of a fibei^-optic fecility, with die facility owned and 
maintained by us. The book value ofthe fiber-optic facilities is $69.3 million, net of accumulated depreciation of 
$5.7 million and £89.9 million, net of accumulated depreciation of S9.4 million as of December 31,2005 and 2006, 
respectively, and is included in property and equipment, net of 
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accumulated depreciation, in the accompanying consolidated balance sheet. Minimum future rentals related to 
fiber-optic facility leasing a^eements as of December 31,2006 are as follows: 

j ^ g h e twelve montfis ending December \ I, 
20O'' 

2011̂  

2011 

Fixed non-cancelable minimum lease revenues $ 132.296 

21. Litigation 

On September 21, 2005, a petition, as amended, was filed gainst InfraSource, certain of its officers and 
directors Mid various other defendants in the Hams County, Texas District Court seeking unspecified damages. Th& 
plaintiffs allege that the defendants violated tiieir fiduciary duties and committed constructive fraud by failing to 
maximize shareholder value in connection with certain acquisitions which closed in 1999 and 2000 and the Merg^ 
and committed other acte of misconduct following die filing ofthe petition. At this time, it is too early to form a 
definitive opinion conconing die lUtimate outeome of this litigation. Management of InfraSource plans to vigorously 
defend against this claim. 

Pursuant to our service contracts, we generally indemnify our customers for the services we provide luider such 
contracts. Furthermore, because our services are integral to die operation and performance ofthe electiic power 
transmission and distribution infrastmcture, we may become subject to lawsuits or claims for any ^ilure ofthe 
systems that we work on, even if our services are not the cause fbr such failures, and we could be subject to civil and 
criminal liabilities to the extent that our services contributed to any property damage or blackout. The outcome of 
those proceedings could result m significant costs and diversion of management's attention to our business. 
Payments of significant amounts, even if reserved, could adversely affect our reputation and liquidity position. 

From time to time, we are a party to various odier lawsuits, claims, other legal proceedings and are subject, due 
to die nature of our business, to governmental agency oversight, audits, investigations and review. Such actions may 
seek, among odier tilings, compensation for alleged personal injury, breach of contract, property damage, punitive 
damages, civil penalties or other losses, or injunctive or declaratory relief Under such governmental audits anti 
investigations, we may become subject to fines and penalti^ or other monetary damages. With respect to such 
lawsuits, claims, proceedings and governmental investigations and audite, we accrue resales when it is probable a 
liability has been incurred and the amount of loss can be reasonably estimated. We do not believe any ofthe pending 
proceedings, individually or in die aggregate, will have a material adverse effect on our results of operations, cash 
fiows or financial condition. 
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22. Quarterly Data — Unaudited 

The following tables present certain quarterly financial operating results for the years ended December 31,2005 
and 2006: 

2005 Period Ended 

Gross Profit 
iionb 

Income (loss) from discontinued opei>iiiiins 

Basic net income (loss) per share 

Mar th31 

20,054 
1,035 

2 742 
( 1 0 -

007 

Jane 30 Seirtember30 Jlecember 31 
(In thonsands) 

18,643 31,718 
(1,^94) i , 2 ^ 

I I'M 1,300 
r 1,410) 6^66 
{i'04> 0.17 

32,413 

(228) 

^ ^ 015 
i\7!i*£f^^^ 

Income (loss) fixim discontmued operjuoii't 

Basic and diluted net income p ^ share 

March 31 
2WM Period Ended 

June 30 Seplenrf>er30 i lwCTibcr31 
(In thousands) 

»- ."^ i S i M t S ^ 8 0 $ 247,S89 

28,851 35,875 45,048 35,885 

13 166 il84) 280 

0 06 0 13 0.27 0.19 
During the fourth quarter of 2006 the Company identified certain adjustments related to the prior periods. 

Because these amounts were not material to 2006 as a whole or to prior-period fmancial statements, the Company 
recorded these adjustments in the foiu^ quarter. These adjustments included entries to reduce revenues as well as 
cost of revenues. The impact of all out-of-T)eriod adjustmente recorded in die fourth quarter was a reduction in 
revenue of $2.3 million, gi>3ss profit of $1.3 million, income fiwn continuing operations of $0.5 million and net 
income of S0.5 million or $.01 per basic and fully diluted share. 

Amounts may differ from amoimts previously rqwrted due primarily to discontinued operations and to a lesser 
extent reclassifications. 
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Item 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNT AND FINANCIAL 
DISCLOSURE 

None. 

Iteni9A. CONTROLS AND PROCEDURES 

Disclosure Controls and Procedures 

The Company designed and maintains a system of disclosure controls and procedures to give reasonable 
assurance that information required to be disclosed in the Company's reports submitted under the Securities 
Exchange Act of 1934 is recorded, processed, siunmarized and reported within die time period specified in the mles 
and forms of tiie SEC. Those controls and procedures also give reasonable assurance tiiat information required to be 
disclosed in such reports is accumulated and commimicated to management to allow timely decisions regarding 
required disclosures. The Company's management, with the participatimi ofthe Company's Chief Executive Officer 
and Chief Financial OfRcer, evaluated the effectiveness ofthe Company's disclosure controls and iH'ocedures (as 
such term is defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchai^e Act of 1934, as amended (die 
"Exchange Acf *)) 3& of die end ofthe period covered by this report. Based on that evaluation, the Chief Executive 
Officer and Chief Financial Officer concluded that the Company's disclosure controls and procedures as ofthe end 
of the period covered by this report were effective at a re^onable assurance level. 

Internal Control Over Financial Reporting 

Oiu* management is responsible for establishing and mamtaining adequate internal contix>l over financial 
reporting. Management's Report on Internal Control Over Financial Reportlt^, and the Report of Independ»it 
Registered Public Accounting Firm on Internal Control Over Financial Reporting are included under Item 8 in this 
annual report on Form 10-K. 

No change in the Company's internal control o\& financial reporting (as such term is defined in 
Rules 13a-15(f) and 15d-15(f) under the Exchange Act) occurred during the Company's most recent fiscal quarter 
that has materially affected, or is reasonably likely to materially affect, the Con^any's internal control over financial 
reporting. 

Item9B. OTHER INFORMATION 

None. 

PARTm 

Item 10. DIRECTORS AND EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE 

The information required by this Item is incorporated hwein by reference fimn our definitive proxy statement to 
be filed with die SEC pursuant to R^ulation I4A within 120 days afier die close of our fiscal year. 

Item 11. EXECUTIVE COMPENSATION 

The information required by this Item is incorporated herein by reference from our definitive proxy statement to 
be filed with the SBC pursuant to Regulation 14A within 120 d^s after the close of our fiscal year. 

91 

Source: INFRASOURCE SERVICES. 10-K, March 13, 2007 



Table of Contents 

Item 12, SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANA GEMENTAND 
RELA TED STOCKHOLDER MA TTERS 

The information required by this Item is incorporated hraein by reference fix»m our defmitive proxy statement to 
be filed with the SEC pursuant to Regulation 14A within 120 days after the close of our fiscal year. 

Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR 
INDEPENDENCE 

The information required by this Item is incorporated herein by reference from our definitive proxy statement to 
be filed with the SEC pursuant to Regulation 14A within 120 days after the close ofour fiscal year. 

Item 14. PRINCIPAL ACCOUNTING FEES AND SERVICES 

The information required by this Item is incorp(»ated herein by reference fixim our definitive proxy statement to 
be filed with the SEC pursuant to Regulation 14A within 120 days a ^ r the close ofour fiscal year. 

PART IV 

Item 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES 

(a) Financial Statements and Schedules 

(1) Ih t consolidated financial statements are set fbrtii under Item 8 of this Annual Report on Form 10-K. 

(2) The following financial statement schedule should be read in conjunction with the consolidated financial 
statements (see Item 8 of this Annual Report on Form 10-K): 

Page 

Reports of Independent Registered Public Accounting Firm 49 
Schedule n — Valuation and Quatifying Accounts for die years ended December 31,2004,2005 and 2006 92 

Schedules otiier than the schedule listed above are omitted for the reason ttiat they are either not applicable or 
not required or because the information required is otherwise included. 

92 

Source: INFRASOURCE SERVICES, 10-K, March 13, 2007 



Schedule n — Valuation and Qualifying Accounts 

INFRASOURCE SERVICES, INC. AND SUBSIDIARIES 
For the Years Ended December 31» 2004,200S and 2006 

Descripdon 

AUoftaocc for LncoIlGctiblc 
\i.(.iiiintN K L L ^ P i h k i j i 
InfiaSource Services, Jiic and 

Subsidiaries^ 
^ (.,11 Zdiih 
Ytitir2W5 
> LM Zivn 
Valuation Mkmance An D^fetted Tux. 

Assets ' 
lnlr<iSourk,cScrM(.c^ IIK <ind 

MjKlHll'ii '* 
Ycar2&06 
\ c u ?0n5 
Ycur 2004 

BalMiceat 
Beginning of 

Period 

S ^ jS l 

1,W5 
p i r 

_ 

s — • 
— 
— 

AdditionB 
Charged to 
Exeenses 

% 1 sm) 
351 

i : -4 i 

$ 170 
-
* 

Charged to 
Otho* Accounts 
(In thonsands) 

s i z r t 
(A4t} 

• < " ' 

S — 

r 

Deductions 

^ i/JI 

2X 
1 M h o i 

5 — 
— 
-

Balance at 
End of 
Period 

\ ^ ~̂<) 
\\HA 
^ % l | - * 

s rw 

(a) Allowance for Uncollectible Accounts Receivable includes net amounts associated with acquisitions and 
discontinued operations. 

(b) Amounts written off as uncollectible cr transferred, 
(b) Exhibits: 

ExhMt 
No. Docoment 

3.1 Restated Certificate of Incorporation of InfraSource Services, Inc.(l) 
3.1.1 Certificate of Amendment to the Restated Certificate of Incorporation of InfraSource Services, Inc.(l) 
3.2 Amended and Restated Bylaws of InfraSoim% Services, Inc.(l) 
3.3 Specimen of Common Stock certificate of InfraSource Services, Inc.(2) 
4.1 Stockholdera Agreement, dated as of September 24,2003, by and among InfraSource Services, Inc. 

(filc/a Dearborn Holdings Corporation) and its Stockholders party thereto.(3) 
4.2 Registration Rights Agre^nent, dated as of April 20,2004, by and among Infi^ource Services, Inc. 

OCM Principal Opportunities Fund II, L.P., OCM/GFI Power Opportunities Funds, L.P., 
Martin Maslonka, Thomas B. Tilfrtrd, Mark C. Maslonka, Justin Campbell, Joseph Gabbard, 
Sidney Strauss, Jon Maslonka, David R. Hehvig, Terence R. Montgomery and Paul M. Daily .(2) 

4.2.1 Amendment to Registration Rights Agreement, dated as of Decemb^ 7,2005, by and among 
InfraSource Services, Inc. and OCM Principal Opportunities Fund II, L.P., OCM/GFI Power 
opportunities Funds, L.P., Tontine Capital Partners, L.P., Martin Maslonka, Thomas B. Tilford, Mark 
C. Maslonka, Justin Campbell, Joseph Gabbard, Sidney Strauss, Jon Maslonka, David R. Helwig, 
Terence R. Montgomery and Paul M. Daily .(4) 

4.2.2 Second Amendment to Registration Rights Agreement, dated as of June 28,2006, by and among 
InfraSource Services, Inc. and OCM Principal Opportuniti^ Fund H, L.P., OCM/GFI Power 
Opportunities Funds, L.P., Tontine Capital Partners, L.P., Martin Maslonka, Thomas B. Tilford, Marit 
C. Maslonka, Justin Campbell, Joseph Gabbard, Sidney Strains, Jon Maslonka, David R. Helwig, 
Terence R. Montgomery and Paul M. Daily.(5) 

10.1 Form of 2004 Officer and Director Indemnification Agreement.(2) 
10.2 Form of 2005 Officer and Director Indemnification Agreement.(4) 
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Exhibit 
No. Doeomeiri 

10.3 Credit Agreement, dated as of June 30,2006, among InfixiSource Incorporated, as borrower, 
Infi:aSource Services, Inc., Bank of America, N.A., as Administrative Agent, Swing Line Lender 
and L/C Issuer, JPMorgim Chase Bank, N.A., as Syndication Agent, LaSalle Bank National 
Association and National City Bank as Co-Documentation Agents, and other lenders party 
thereto.(6)** 

10.3.1 Guaran^, dated as of June 30,2006 among the Guarantors identified on the signature page, in 
favor of Bank of America, N.A., as administrative agent for itself and the other lenders under the 
Credit Agreement.(6)** 

I0.4t 2003 Omnibus Stock Incentive Plan, as amended.(3) 
10.4.1t Form of InfraSource Services, Inc. (fk/a Dearbom Holdii^s Corporation) 2003 Omnibus Stock 

Incentive Plan Non-Quatified Tune-Based Stock Option Agreement.(4) 
10.4,2t Form of InfiraSource Services, Inc. (filc/a Dearborn Holdings CortK>ration) 2003 Omnibus Stock 

Incentive Plan Non-Qualified Performance-Based Stock Option Agreement.(4) 
10.5t 2004 Omnibus Stock Incentive Plan, as araended.(7) 
10.5,11 Fomi of 2004 Chnnibus Stock Incentive Plan Non-Qualified Stock Option Agreement,(2) 
10.5.2t Form of 2004 Omnibus Stock Incentive Plan Non-Qualified Stock Cation Agreement for senior 

managem^t and directors.(4) 
10.5.3t Form of 2006 Non-Qualified Stock Optim Agreement under the 2004 Omnibus Stock Incentive 

Plan.(7) 
10.5.4t Form of 2006 Restricted Stock Award Agreement fbr senior management under the 2004 

Omnibus Stock Incentive Plan.(7)** 
10.5.5t* F<xm of Restricted Stock Award Agreement for non-employee directors under die 2004 Omnibus 

Stock Incentive Plan. 
10.6t 2004 Employee Stock Purchase Plan.(2) 
10.7t InfraSource Incoiporated Deferred Compematimi Plan.(8) 
10,8t Summary of Non-Employee Director Compensation.(9) 
10.9t Amended and Restated Management Agreement, dataJ December 29,2006, by and between 

David Helwig and InfiraSource Services, Inc.(10) 
10.lot Form of Amended and Restated Management Agreement, between each of Infh^urce Services, 

Inc. and each ofthe executive officers Usted on Exhibit 10.10(a).(n) 
10.IO(a)t* Schedule of executive officers of InfraSource Services, Inc. entmng into Amended and Restated 

Management Agreements in the form of Exhibit 10.10. 
10.1 It Settlement Agreement and General Release of Claims, dated September 29,2003, by 

Terence R. Montgomery and Infif^urce Incorporated.(8) 
10.12t Amendment to Non-Qualified Time-Based Stock Option Agreement, dated January 27,2004, by 

and between Paul Daily and InfixiSouree Services, Inc.(S) 
10.13 Agreement, dated June 28,2006, bdween InfraSource Services, Inc. and certain of its 

Stockholders identified on die signature page to the agreement.(5) 
10.14t Amendment to Management Agreement, dated September 21,2006, by and between 

Walter G. MacFarland and InfiraSource Services, Inc.(12) 
21.1* Subsidiaries of (he Registrant. 
23.1 * Consent of PricewaterhouseCoopers LLP. 
31.1* Rule 13a-14(a)/Rule 15d-14(a) Certification of Chief Executive Officer. 
31.2* Rule 13a-14(a)/Rule I5d-I4(a) Certificationof Chief Financial Officer. 
32.1* Certification pursuant to Section 1350 of Chapter 63 of Title 18 of the United States Code. 

t Constitutes a management contî ict or comp^satory plan required to be filed as an exhibit to this Annual 
Report on Form 10-K. 

* Filed herewith 
** InfraSource Services, Inc. agrees to furnish copies of die exhibits referenced in this agreement to die 

Securities and Exdiange Commission (SEC) upon request. 
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(1) Incorporated by reference to an exhibit to the Registrant's Registration Statement on Form S-8 (Registration 
No. 333-115648), filed witfi the SEC on May 19,2004. 

(2) Incoiporated by reference to an exhibit to the Registrant's Registi:ation Statement on Form S-l, Amendment 
No. 3 (Registration No. 333-112375), filed witii tiie SEC on April 29,2004. 

(3) Incorporated by reference to an exhibit to the Registrant's Registration Statement on Form S-l (Registration 
No. 333-112375), filed with die SEC on January 30,2004. 

(4) Incorporated by reference to an exhibit to the Registrant's Annual Report on Form 10-K for the year ended 
December 31,2005. 

(5) Incorporated by reference to an exhibit to the Registrant's Current Report on Form 8-K filed with the SEC on 
June 29,2006. 

(6) Incoiporated by reference to an exhibit to Registi^nt's Quartwly Report on Form 10-Q for the period ended 
June 30,2006. 

(7) Incoiporated by reference to an exhibit to Registrant's Current Report on Form 8-K, filed with the SEC on 
November 14,2006. 

(8) Incorporated by reference to an exhibit to the Registrant's Registi^tion Statement on Form S-l, Amendment 
No. 1 (Registration No. 333-112375), filed with the SEC on March 29,2004. 

(9) Incorporated by reference to an exhibit to the Registrant's Current Report on Form 8-K, filed with the SEC 
on November 1, 2(X)6. 

(10) Incorporated by reference to an exhibit to the Registrant's Current Report on Form 8-K, filed with the SEC 
on January 5,2007. 

(11) Incorporated by reference to M exhibit to die Registrant's Current Report on Form 8-K, filed with the SEC 
onJanuary 12,2007. 

(12) Incorporated by reference to an exhibit to Registrant's Quarterly Report on Form 10-<3 for the period ended 
September 30,2006. 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of die Securities Exchange Act of 1934, the registrant has 
duly caused this report to be signed oa its behalf by the undersigned, thereimto duly audiorized. 

INFRASOURCE SERVICES, INC. 

By: /s/ DAVID R. HELWIG 
David R. Helwig, Chief Executive Officer 
and President (principal executive officer) 

By: /s/ TERENCE R. MONTGOMERY 
Terence R. Montgomery, Chief Financial 
O^cer and Senior Vice President 
(principalfiTumcial officer) 

By: /s/ R. BARRY SAUDER 
R, Barry Sauder, Vice President, 
Corporate Controller and Chief 
Accounting Officer (principal accounting officer) 

March 13,2007 

We, the undersigned directors of InfiaSource Services, Inc., do hereby constitote and ̂ point each of 
David R. Helwig and Terence R. Montgomery, each with fiiJI poww of substitutitm, our true and lawftil 
attorney-in-fact and agent to do any and all acts and things in our names and in our behalf in our capacities stated 
below, which acts and things either of them may deem necessary or advisable to enable InfraSource Services, Inc. to 
comply with the Securities Exchange Act of 1934, as amended, any rules, regulations and requirements ofthe 
Securities and Exchange Commission, in connection with this Annual Report on Form 10-K, including specifically, 
but not limited to, power and audiority to sign for any or all of us in our names, in the capacities stated below, any 
amendment to this Form 10-K; and we do hereby ratify fmd confirm all that Ihey shall do or cause to be done by 
virtue h^^of 
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Pursuant to die requirements ofthe Securities Exchange Act of 1934, diis report has been signed by the 
following persons on behalf of die registrant and in the capacities and on die dates indicated: 

SĴ natnre 

/s/ DAVID R. HELWIG 

David R. Helwig 

/s/ JOHN A. BRAYMAN 

John A. Braynuui 

/s/ FREDERICK W. BUCJCMAN 

Frederick W. Buckman 

/s/ J. MICHAL CONAWAY 

J. Michal Conaway 

/s/ RICHARD S. SIUDEK 

Richard 8. Siudek 

Isl DAVID H. WATIS 

David H. Watts 

/s/ TERRY WINTER 

Terry Winter 

Title 

Chief Executive Officer, President, 
Chairman of die Board 

Director 

Director 

Director 

Director 

Director 

Director 

Date 

March 13,2007 

March 13,2007 

March 13, 2007 

March 13, 2007 

March 13,2007 

March 13, 2007 

March 13,2007 
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Exhibit 10.5.5 

RESTRirTRn STOTK AWARD AGREEMENT 

THIS RESTRICTED STOCK AWARD AGREEMENT (die "Agreement") is made by and between 
("Recipient") and InfraSoiu'ce Services, Inc., a Delawiue corporation (the "Company"), as of , 200 . 
Capitalized terms used but not otherwise ctefined in diis Agreement slwdl have the respective meanings set forth in 
dte Company's 2004 Omnibus Stock Incentive Plan (the "Plan"). 

On , 200 (the "Date of GranfO, the Board of Duectors of die Company (the "Board"), in its capacity as 
Administrator under die Plan, awarded the Recipient a Restricted Stock Award, pursuant to which the Recipient was 
awarded shares of common stock ofthe Coiiq)any ("Common Stock"), par value $.001 per share (die 
'TJnvested Shares"), pursuant to imd subject to the trams and conditions of die Plan and this Agreement. The 
Restticted Stock Award is made to the Recipient as compensation for his services as a manber of die Board of 
Directors ofthe Company. 

1. Repurchase Option. 

(a) If Recipient's service as a direckw with the Company or any Parent or Subsidiary is terminated for any 
reason, includuig death or Disability (such date of termination of service is hereinafter refrarcd to as die 
"Termination Date"), the Company shall have the right, but not die obligation, to purchase from Recipient, or 
Recipient's personal representative, as the case may be, any or all ofthe Recipient's Unvested Shares that have not 
become vested pursuant to Section 1(d) of this Agreement as ofthe Termination Date, at the par value ofthe 
Unvested Shares (the "Repurchase Option") and otherwise in accordance witii the terms set forth below. 

(b) The Company may exercise its Repurchase Option by delivering personally or by registered mail, to 
Recipient (oc his transferee or legal representative, as die case may be), within twelve (12) months after the date of 
termination, a notice in writing mdicating die Company's intention to exercise the Repurchase Option and setting 
forth a date for closing not later than diirty (30) days finom the maiUng of such notice. The closing shall take place at 
die Company's office. At the closing, the holder ofthe certificates for the Unvested Shares being transferred shall 
deliver the stock certificate or certificates evidencing the Unvested Shfues, and the Company shall deliver the 
purchase price therefor. 

(c) If the Company does not elect to exercise the Repurchase Option confoned above by givmg the requisite 
notice within twelve (12) months following the Termination Date, the Repurchase OpticHi shall terminate. 

(d) Subject to the provisions of Section 1(a) and 1(b) above, and subject to termination pursuant to section 1(c) 
above, and provided that the applicable Share Vesting Event (as hereinafiei' defined) occurs prior to the Recipient's 
Termination Date, the Rq>urchase Option shall automatically terminate, and the Unvested Shares shall become 
vested ("Shares") on the earlier to occur of: (i) the appticable Share Vesting Date (as hereinafter defined), and 
(ii) iqKjn a Change in Control ofthe Company ((i) and (ii) individually and collectively referred to as a "Share 
Vesting Event"). The Share Vestuig Date is the earliest date (other than a Change in Control) on which the 
Repun^iase Option shall termuiate with respect to all Unvested Shares and shall be , . 

(e) For the purposes of this Agreemrait, "Chuige in Control" shall mean: (A) a merger, consolidation, share 
exchange, spin-out or other reorganization involving at least 50% of die voting securities ofthe Company; (B) a 
complete liquidation or dissolution ofthe Company; or (C) the sale or odier disposition of all or substantially all of 
the assets ofthe Company and its Subsidiaries to any person (other dian a bansfer to anodier Suteidiary of &e 
Company). 

2. Transferability of die Shares: Escrow. 

(a) Recipient h e r ^ audiorizes and directs the Secretary ofthe Company, or such other person designated by 
die Company, to take such steps as may be necessary to cause the transfer of die Unvested Shares as to which the 
Repurchase Option has been exercised fix>m Recipient to die Company. 

(b) To ii^ure the availability for delivery of Recipient's Unvested Shares upon repurchase by the Company 
pursuant to the Repurchase Option under Section 1, Recipient hereby appoints the Secretary of die 
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Company, or any odier person designated by the Company as escrow agent, as bis attorney-in-fact to sell, assign 
and transfer unto the Company such Unvested Shares, if any, repurchased by the Company pursuant to the 
Reinirchase Option and shall, upon execution of this Agreement, deliver and deposit with die Secretary of fee 
Company, or such other person desigiiated by the Company, the share certificates representing the Unvested Shares, 
togedier with the stock assignment duly endorsed in blank, attached hereto as Exhibit A. The Unvested Shares and 
stock assignment shall be held by the Secretary in escrow, pursuant to the Joint Escrow Insmictions ofthe Company 
and Recipient attached as Exhibit B hereto, until the Company exercises its Repurchase Option, until such Unvested 
Shares are vested, or until such time as diis Agreement no longer is in effect As a further condition to tiie 
Company's obligations imder this Agreement, the spouse ofthe Recipient, if any, shall execute and deliver to the 
Company tbe Consent of Spouse attached hereto as Ejthibit C. Upon vesting of the Unvoted Shares pursuant to die 
provisions of Section 1 (d) of this Agreement, die escrow agent shall promptiy deliver to the Recipient the certificate 
or certificates representing such Shares in the escrow agent's possession belonging to the Recipient in accordance 
with the terms ofthe Joint Escrow Instmctions, and the escrow agent shall be discharged of all ftuther obligations 
hereunder; i»ovided, however, that the escrow agent shall nevertheless retain such certificate or certificates if so 
required pursuant to other restrictions imposed pursuant to this A^eement. 

(c) The escrow agent shall not be liable for any act it may do or omit to do witii r^pect to holding the Shares in 
escrow and while acting in good faith and in the exercise of its judgment. 

(d) Any purported transfer or sale of die Shares shall be subject to r^dictions on transfer imptKed by any 
applicable state and Federal securities laws. Any transfaee shall hold such Shares subject to all ^ e provisions hereof 
and shall acknowledge the same by signing a copy of diis Agreement 

3. Ownership. Votiny Rights. Duties. This Agreement shall not affect in any way the ownership, voting rights 
or other rights or duties of Recipient, except as specifically provided herein. 

4. L^gend^. The share certificate or certificates evidencing the Shares issued hereunder shall be endorsed with 
the fbllowii^ legend (in addition to any other legend or legends required under ^iplicf^le Federal and state 
securities laws): 

THE SHARES REPRESENTED BY THIS CERTIFICATE ARE SUBJECT TO CERTAIN RESTRICTIONS 
UPON TRANSFER AND RIGHTS OF REPURCHASE AS SET FORTH IN AN AGREEMENT BETWEEN THE 
COMPANY AND THE SHAREHOLDER, A COPY OF WHICH IS ON FILE WITH THE SECRETARY OF THE 
COMPANY. 

Upon lapse of such restrictions on transfer, the Company shall direct the Company's transfer agent to remove 
such legend. 

5. Adjustments. All rights and obligations under this Agreement are subject to Section 3 ofthe Plan, the terms 
of which are incorporated herein by diis reference. 

6. Notices. All notices and odier communications under this Agreement shall be in writing and shall be given 
by ^csimite or first class mail, certified or registered with return receipt requested, and shall be deemed to have been 
duly given three days after mailing or 24 hours after transmission by facsimile to the respective pfuties named below: 

If to Company: InfiaSource Services, Inc. 
100 West Sixdi Sheet 
Suite 300 
Media, PA 19063 
Attention: General Counsel 
Facsimile: (610) 480-8095 

If to Recipient: 

at the address listed on the signature page to this 
Agreement 
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Either party hereto may change such party's address for notices by notice duly given pursuant hereto. 

7. Survival of Terafis. This Agreement shall apply to and bind Recipient and the Company and their respective 
permitted assignees and transferees, heirs, legatees, executors, administrators and legal successors. 

8. Section S3fb) Election. Recipient hereby acknowledges diat he has been informed diat widi respect to die 
Unvested Shares, an election may be filed by the Recipient with the Internal Revenue Service, within 30 days after 
the award ofthe Shares, electing pursuant to Section 83(b) ofthe Code to be taxed currentiy on any difference 
between die aggregate acquisition price of the Shares and the aggregate Fair Market Value of the Shares on the date 
of acquisition. A form of such election is attached hereto as Exhibit D. 

Recipient acknowledges that it is Recipient's sole responsibility and not the Company's to file timely the 
election under Section 83(b) of Ae Code, even if Recipient reqne^ the Company or Its representative to make 
this filing on Recipient's behalf. 

9. Representations. Recipient has reviewed with his own tax advisors the Federal, state, local and foreign tax 
consequences of this investment and the transactions contemplated by this Agreement. Recipient is relying solely on 
such advisors and not on ^ y statements or representations ofthe Company or any of its agents. Recipient 
undeistmids that he (and not the Company) shall be responsible for any tax liability that may arise as a resuh of this 
investment or the transactions contemplated by this A^eement 

10. Incorporation of Plan. The Plan is hereby incorporated by reference and made a part hereof 

11 • Amendments. This Agreement may be amended or modified at any time only by an instmment in writing 
si^ed by each ofthe parties hereto. 

12. Agreg|̂ >ent Not a Contract of Employment Neither this Agreement nor any other action taken pursuant to 
this Agreement shall constitote or be evidence of any agreement or uiulerstandii^, expr^s or implied, that the 
Recipient has a rig^t to continue to provide services as an officer, director, employee, consultant or advisor of die 
Company or any Parent Subsidiary or affiliate ofthe Company for any period of tinte or at any specific rate of 
compensation. 

13. Authority ofthe Board. The Boani shall have full authority to interpret and construe the terms of this 
Agreement. The determination ofthe Board as to any such matter of interpretation or constmction shall be final, 
binding and conclusive. 

14. Protections Against Violations of Agreement No purported sale, assignment, mortgage, hypothecation, 
transfer, pledge, encumbnmce, gift, transfer in trust (voting or other) or odier ^positi<Hi of, or creation of a security 
interest in or lien on, any ofthe Shares by any holder thereof in violation ofthe provisions of this Agreement will be 
vaUd, and the Company will not transfer any of said Shares on its books unless and until diere has been full 
compliance with said provisions to the satisfactitm ofthe Company. The foregoing restrictions are in addition to, and 
not in lieu of, any other remedies, legal or equitable, available to enforce said provisions. 

15. Market Stand-Qff. In connection with any underwritten public offering by die Company of its equity 
securities pursuant to an effective registration statement filed under the Securities Act of 1933, as amended, for such 
period as the Company or its underwriters may request (such period not to exceed 180 days following the date ofthe 
applicable offering), the Recipient shall not, directly or indirectly, sell, make any short sale of, loan, hypothecate, 
pledge, offer, grant or sell any option or other contract for the {Hnchase of, piuchase any option or odier contract for 
the sale of, or otherwise dispose of or transfer, or agree to engage in any ofthe foregoing transactions with respect 
to, any Shares without the prior written consent ofthe Company or its imd^writers. 

16. RepresHrtî tipn by Recipiait Recipient represents that he h ^ read this Agreement and is ^unili^ with its 
terms and provisions. Recipient hereby agrees to accept as binding, conclusive and final all decisions or 
mterpretations of the Board upon any questions arisii^ under this Agreement. 
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IN WITNESS WHEREOF, diis Agreement is deemed made as of die date first set forth above. 

RECIPIENT: INFRASOURCE SERVICES, INC. 

Signature 

Print Name Tide 

Social Security Number 

Residence Address 
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EXHrarr A 

ASSIGNMENT SEPARATE FROM CERTTFirATF. 

FOR VALUE RECEIVED, (die "Recipient") hereby sells, assigns and transfers unto INFRASOURCE 
SERVICES, INC., a Delaware corpor^ion (the "Company"), ( ) shares ofthe Company's Common 
Stock, $0,001 par value per share (the "Common Stock"), standing m his name on die books of said corporation 
represented by Certificate No. herewidi and does hereby irrevocably constitote and appoint to transfer the 
said stock on the books ofthe within named cojporatton with fiill {Mwer of substitotion in the premise. 

This Assignment Separate from Certificate may be used only in accordance with the Restricted Stock Award 
Agreement (tbe "Agreement") of die Company and the undersigned, dated , 200. 

Dated: Signature:. 

INSTRUCTIONS: Please do not fill in any blanks other dian the signature Ime. The purpose of this Assignment 
Separate from Certificate is to enable die Company to exercise its "repurchase option," as set forth in the Agreement, 
without requiring additional signatures on the part ofthe Recipient. This Alignment Separate from Certificate must 
be delivered to the Company with tbe above Certificate No. . 

A-l 
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JOINT ESCROW INSTRUCTIONS 

,200 

INFRASOURCE SERVICES, INC. 

Attention: Secretary 

As Escrow Agent for bodi INFRASOURCE SERVICES, INC., a Delaware corporation (die "Company"), 
and ("Recipient") of tbe Company's Common Stock (the "Common Stodc") you are hereby audiorized and 
directed to hold the documents delivered to you pursuant to the t«ms of that certain Restricted Stock Aw^d 
Agreement between the Company and Recipient dated , 200 (the "Agreement"), in accoidance with the 
following instmctions: 

1. In the event die Company (md/or any assignee ofthe Company (referred to collectively for convenience 
herein as die "Company") exercises the Company's repurchase option set forth in the Agreement (the "Repurchase 
Option"), the Company shall give to Recipient and to you a written notice specifymg the number of shares of 
Common Stock (die "Shares") to be purchased, the purchase price, and the time for a closing hereunder at die 
principal office ofthe Company. Recipient suid the Company hereby frrevocably authorize and direct you to close 
the ti'ansaction contemplated by such notice in accordance with the terms of said notice. 

2. At the closing, you are directed (a) to date the Assignment Separate From Certificate necessary for the 
transf^ in question, (b) to fill in the number of Shares being transferred, and (c) to deliver same, together with the 
certificate evid^cing die Shares to be transferred, to the Conq>any or its assignee, agaii^t the simultaneous delivery 
to ytm ofthe purchase price for die number of Shares purchased pursuant to die exercise ofthe Company's 
Repurchase Option. 

3. Recipi^it hereby irrevocably authorizes the Company to d^osit widi you any certificates evidencing die 
Shares to be held by you hereunder and any additions and substitotions to said Shares as set fortii in die Agreement. 
Recipient does hereby irrevocably constitute and appoint you as Recipient's attomey-m-fact and agent tot the term 
of diis escrow to execute with respect to such Shares all docum^its necessary or appropriate to make such Shares 
negotiable and to complete any transaction herein conteniplated, including but not limited to, the filing with any 
applicable state blue sky authority of any required applications for consent to, or notice of transfer of, the Shares. 
Subje<^ to the provisions of this Section 3, Recipient shall ex^cise all ri^ts and privileges of a shareholder ofthe 
Company while the stock is being held by you. 

4. Upon written request of the Recipient, but not more dian once following any applicable Share Vesting Event 
unle^ the Company's Repurchase Option has been exercised, you will deliver to Recipient a certificate or 
certificates representuig the aggregate number of Shares that are not dien subject to the Company's R^urchase 
Option. Witiiin 120 days after Recipient's termination of employment or service widi die Company or any Parent or 
Subsidiaiy (each, as defined in die Company's 2004 Omnibus Stock Incentive Plan), you will deliver to Recipient or 
Recipient's representative, as die case may be, a certificate or certificates rqnesenting the aggregate number of 
Shares held <x issued pmsuant to die Agreement and not purchased by the Con^»any or its assignees pursuant to 
exercise ofthe Company's Repurchase Option. 

5. If at die time of termination of diis escrow you should have in your possession any documents, securities, or 
odier property belonging to Recipient, you shall deliver all ofthe same to Recipient and shall be discharged of all 
further obligations hereunder. 

6. Your duties hereunder may be altered, amended, modified or revoked only by a writing signed by all ofthe 
parties hereto. 

7. You shall be obligated only for die performance of such duties as ^ e specifically set forth herein and may 
rely and shall be protected in relying or refraining from acting on any instrument reasonably believed by you to be 
genuine and to have been signed or presented by the propw party or parties. You shall not be personally liable for 
any act you may do or omit to do hereunder as Escrow Agent or as attomey-in-fact for 
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Recipient while acting in good ^idi, and any act done or omitted by you pursuant to die advice of your ovm 
attorneys shall be conclusive evidence of such good faith. 

8. You are hereby expressly audiorized to disregard any and all warnings given by any ofthe parties hereto or 
by any other person or corporation, excepting only orders or process of courts of law and are hereby expressly 
authorized to comply with and obey orders, judgments or decrees of any court In case you obey or comply with any 
such order, judgment or decree, you shall not be liable to any of the parties hereto or to any odier person, firm or 
corporation by reason of such compliance, notwithstanding any such order, judgment or decree being subsequently 
reversed, modified, annulled, set aside, vacated or found to have been entered without jurisdiction. 

9. You shall not be liable in any respect on accowit of die identity, authorities or rights ofthe parties executing 
or delivering or purporting to execute or deliver the Agreement or any documents or papers deposited or called for 
hereunder. 

10. You shall not be liable for the outlawing of any rights under the Statute of Limitations with respect to these 
Joint Escrow Instructions or any documents deposited with you. 

11. You shall be entitied, at die expense of the Company, to employ such legal counsel and other experts as you 
may deem necessary and proper to advise you in connection with your obligatious hereunder, may rely upon the 
advice of such counsel, and may pay such counsel reasonable compensation dierefor. 

12. Your responsibilities as Escrow Agent hereunder shall terminate tf you shall cease to be an officer or agent 
ofthe Company or ifyou shall resi^ by written notice to each party. In the event of Miy such termination, the 
Comp^iy shall f^oint a successor Escrow Agent. 

13. Ifyou reasonably require other or ftirther instruments m connection with diese Joint Esorow Instiiictions or 
obligations in respect hereto, the necessary parties hereto shall join in flimishing such instruments. 

14. It is imderstood and agreed that should any dispute ̂ s e widi respect to die delivery and/or ownei^hip or 
right of possession ofthe securities held by you hereunder, you are authorirod and directed to retam in yom-
possession without liability to anyone all or any part of said securities imtil such dispute shall have been settied 
either by mutiial written agreement of die parties concerned or as otherwise provided in the Agreement but you shall 
be under no duty whatsoever to institote or defend any such proceedings. 

15. All notices and other communications under this Joint Escrow Instructions shall be in writing and shall be 
given by fiicsimile or first class mail, certified or registered with return receipt requested, and shall be deemed to 
have been duly given duee days after mailing or 24 hours aftw ti-ansmission by fiicsimile to die 
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respective parties named below at die following addresses or at such other addresses as a party may designate by ten 
days' advance written notice to each ofthe other parties hereto: 

If to Company: InfraSource Services, Inc. 
100 West Sixdi Sheet 
Suite 300 
Media, PA 19063 
Attention: General Counsel 
Facsunile; (610)480-8095 

If to Recipient: 

Facsimile: 

If to die Escrow Agent: INFRASOURCE SERVICES, INC. 

Corporate Secretary 
100 West Sixdi Sheet 
Suite 300 
Media, PA 19063 
Facsimile: (610) 480-8095 

16. By signing these Joint Escrow Instructions, you become a party hereto only for die purpose of said Joint 
Escrow Instructions; you do not become a party to the Agreement. 

17. This instrument shall be binding upon and imue to the benefit ofthe parties hereto, and theu respective 
successors and permitted assigns. 

18. Th^e Joint Escrow Instructions shall be governed by the internal substantive laws, but not die choice of law 
rules, ofthe State of Delaware. 

RECIPIENT: INFRASOURCE SERVICES, INC. 

Signature By 

Print Name Tide 

Residence Address 

ESCROW AGENT 

Corporate Secretary 
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EXHIBIT r 

CONSENT OF SPOUSE 

I, , spouse of , have read and hereby improve the Restricted Stock Award Agreement by and 
between and INFRASOURCE SERVICES, INC., a Delaware corporation (die '̂Company"), dated , 200 
(the "Agreemenf'). In consideration ofthe award ofthe Unvoted Shares to my spouse, as set forth in the 
Agreemait I hereby appoint my spouse as my attomey-ur-iact with respect to the exercise of any rights or 
obligations under the Agreement and agree to be bound by the provisions ofthe A^'eement insofiir as I may have 
any ri^ts in said Agreement or any sluues of Common Stock issued pursuant thereto under the community property 
laws or similar laws relating to marital property in efiect in the state of oiu* residrace as ofthe date ofthe signing of 
the foregoing Agreement. 

Dated: , 200 Signature:. 
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ESBIMLB. 

ELECTION UNDER SECTION 83(b) 

OF THF. INTRRNAT. HFVENing CODE OF 1«>«fi 

The undersigned taxpayer hereby elects, pursuant to Section 83(b) ofthe Internal Revenue Code of 1986, as 
amended, to mclude in taxpayer's gross income fot the current taxable year die amount of any compensation taxable 
to taxpayer in connectitm widi taxpayer's receipt of die property described below: 

The name address, taxpayer identification number and taxable year of Hie undersigned are as follows: 

NAME OF 
TAXPAYER: 
NAME OF SPOUSE: 
ADDRESS: 
IDENTIFICATION NO. OF TAXPAYER: 
IDENTIFICATION NUMBER OF SPOUSE: 
TAXABLE YEAR: 

1. The property with respect to which the election is made is described as follows: shares (the "Shares") 
of die Common Stock of INFRASOURCE SERVICES, INC. (die "Company"). 

2. The date on which the property was transierred is: , 20 . 

3. The property is subject to the following restrictiomt: 

The Stupes may not be transferred and are subject to forfeiture under the terms of an agreement between the taxpayer 
and the Company. These restrictions l^se upon the satis&ction of certain conditions in such agreement 

4. The MT market value at the time of transfer, d^ermined without regard to any restriction other than a 
restriction which by its terms will never lapse, of such prt^erty is; $ 

5. Tlie amoimt (if any) paid fbr such property is: $ 

The undersigned has submitted a copy of this statemait to the person for whom the service were performed in 
connection with die undersigned's receipt of die above-described iwoperty. The transferee of such property is the 
person pfenning the services in connection widi the transfer of said property. 

The undersigned understands tiiat die foregoing election mav not be revoked except with the consent nf the 
Commissioner. 

Dated: 20 
Taxpayer 

The undersigned spouse of taxpay^ joins in this election. 

Dated; 20 
Spouse of Ta3q)ayer 
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Exhibit 10.10(a) 

List of Executive Officers who are parties to Amended and Restated Management Agreements with Infi^Source Services, Inc. in 
the form filed widi the SEC as Exhibit 10.10 to the Annual Report on Form 10-K for the year ended December 31,2006 

Terence R. Montgomery 

Lawrence Coleman (1) 

Paul M. Daily 

Deborah C. Lofton (I) 

Peter Waller (I) 

R. Barry Sauder (1) 

(1) The management agreements widi these executive officers provide sev^ance benefits diat are reduced from the aggregate 
severance benefits described in the form of management agreement filed witii the SEC, with such differences based upon length of 
service and areas of responsibility with the Company. 
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Exhibit 21 

Subsidiaries of die Registrant 

Subsidiary 
InfraSource Incorporated 
Infi^Source UndCTground Services, LLC 

InfraSource Under^ound Construction Services, LLC 
InfraSource Underground Conshwition, Inc. 
InfraSource Underground Installation, LLC 
InfiraSource Power, LLC 
InfraSource Underground Construction, LLC 
Infi^Souree Concrete & Paving Services, LLC 
lUC Iowa, LLC 
InfiraSource Underground Construction California, Inc. 
InfraSource Underground Services Canada, Inc. 

Infit^ource Services (Canada), ULC 
EHV Elecon, Inc. 
Laczka HV Cable Installation, Inc. 

Mechfmical Specialties, Inc. 
Trinity Industries, Inc. 
InfiaSource Corporate Services, LLC 
OSP Consultants, Inc. 
Blair Paiic Services, LLC 
Sunesys, LLC 

Sun^ys of Virginia, Inc. 
Sunesys of Massachusetts, LLC 

Utility Mapping and Locate Services, Inc. 
M.J. Electiic, LLC 
M.J. Electric CalifcHnia, Inc. 
InfraSource Transmission Services Company 

InfraSource Power California, Inc. 
Infi-aSource Maslonka CA, Inc. 
InfraSource Maslonka, LLC 
InfiraSoiux;e Dashiell, LLC 

Dashiell California, Inc. 
InlraSoiuce Dacon, LLC 

Dacon California, Inc. 
Realtime Utility Engineera, Inc. 

Infin^ource Enguieers, Inc. 

DelawMe 
Delaware 

Georgia 
Delaware 
Delaware 

Minnesota 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 

Alberta 
Puerto Rico 

Ontario 
Wisconsin 

New Jersey 
Delaware 
Virginia 

Delaware 
Delaware 
Virginia 

Delaware 
Vii^inia 

Delaware 
Delaware 

Arizona 
California 
California 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 

Wisconsin 
Delaware 
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Exhibit 23.1 

rONSHNT OF INDRPRNDKNT REGISTERED PUBLIC ACCOUNTING FIRM 

We hereby consent to die incorporation by reference in die Registiation Statemem on Form S-8 (No. 333-115648,333-133791) of 
InfiaSource Services, Inc. ofour report dated Mardi 13,2007 relating to the consolidated financial statements, financial statement 
schedule, management's assessmem ofthe effectiveness of internal contirol over financial reporting and the effectiveness of internal 
control OVCT financial reporting, which appears in this Form lO-K. 

/s/ PricewateitouseCoopers LLP 
Philadelphia, PA 
March 13,2007 
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Exhibit 31.1 

CERTIFICATION 

I, David R. Helwig certify that; 

1.1 have reviewed diis Annual Report on Form 10-K of InfraSource Services, Inc.; 

2. Based on my knowledge, tiiis report does not contain any vaitme statement of a material fiict or omit to state a 
material fact necessary to make the stat^nente made, in light of die circumstances under which such statements were 
made, not misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and ca^ fiows ofthe registrant as 
of, and for, tiie periods presented in this report; 

4. The registrant's odier certifying officef(s) and I are respcmsible for ^tablishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and mtemal contix>l over 
financial repenting (as defined in Exchange Act Rules I3a-I5(f) ^ 15d-15(f)) for die registrant and have; 

(a) Designed such disclosure controls and procedures, or caused such discloswe consuls and procedures to be 
designed under oiu* siq)ervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within diose entities, particularly diuing the period in which 
this report is being prepared; 

(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial 
reporting and tiie pr^aration of financial statements for external purposes in accordance widi generally accepted 
accounting principles; 

(c) Evaluated die effectiveness ofthe registrant's disclosure controls and procedures and presented in dus report 
our conclusions about the eflectiveness ofthe disclosure controls and procedures, as ofthe end ofthe period covered 
by diis repc»t based on such evaluation; imd 

(d) Disclosed in this report any change in the registrant's internal c(Hitrol over financial reporting that occurred 
during die registrant's most recent fiscal quarter (the registrant's fourdi fiscal quarter in the case of an annual report) 
that has materially affected, or is reasonably likely to materially affeW, the registrant's internal control over financial 
reporting and 

5. The registrant's odier certifymg officert̂ s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registi-ant's auditors and the audit conunittee of die reg^trant's board 
of directors (or persons performii^ die equivalent functions); 

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect die registrant's ability to record, process, 
summarize and report financial information; and 

(b) Any fiaud, whedier or ncrt material, that involves muiagement or other employees who have a si^iflcant 
role in the regisd-ant's internal conti-ol over financial reporting. 

/s/ DAVID R. HELWIG 
David R. Helwig 
Chief Executive Officer and President 

Date: March 13,2007 
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Exhibit 31.2 

CERTIFICATION 

I, Terence R. Montgomery certify that: 

1. I have reviewed this Annual Report on Form 10-K of InfraSource Services, Inc.; 

2. Based on my knowledge, diis report does not contain any untrue statement of a material fact or omit to state a 
material fact necessary to nudce the statements made, in light ofthe cireurastances under which sudi statements were 
made, not misleading widi respKt to the period covered by this report; 

3. Based on my knowledge, the financial stiitements, and odier financial information included in this report 
fairly present in all material respect die finaiK^al coi^ition, results of operations and cash flows of the registrant as 
of, and f<»-, the p^ods presented in diis report; 

4. The registrant's odier certifying officer(s) and I ̂ e responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-l 5(e)) and internal control over 
financial reporting (as c^fined in Exchange Act Rulw I3a-I5(f) and 15d-15(f)) for the registrant and have; 

(a) Designed such disclosure controls and i^ocedures, or caused such disclosure contivls and procedures to be 
design^ under our supervision, to ensure that material information relating to die registrant, including its 
consolidated subsidiaries, is made known to us by others widiin diose entities, particularly during the period in which 
this report is being prepared; 

(b) Designed such internal control over financial reporting, or caused such internal control over iinancial 
reporting to be designed under our supervision, to provide reasoimble a^urance regardng the reliability of financial 
rqjorting and the preparation of financial statemsits for external purposes in accordance widi generally accqited 
accounting principles; 

(c) Evaluated die effectiveness of die registrant's disclosure contiX}Is and procedures and presented in this report 
our conclusions about the efife(^veness of die disclosure c<mtrols and procedures, as of tbe end of tbe period covered 
by this report based on such evaluation; and 

(d) Disclosed in this report any chrnige in the registrant's internal conbx>l over financial reporting that occurred 
during die registrant's most recent fiscal quarter (the registrant's fourtti fiscal quarter in the case of an annual report) 
that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial 
teporting; and 

5. The regi^rant's other certifying officer(s) and I have disclosed, based on our most recent evahiatiem of 
internal control over financial reporting, to the registrant's auditors and die audit committee ofthe registrant's board 
of directors (or persons performing the equivalent ftmctions); 

(a) All significant deficiencies and material weaknesses in the design or operation of intonal control over 
financial reporting which are rrasonably likely to adversely affect the registrant's ability to record, process, 
summarize and report financial information; and 

(b) Any firaud, wlsdier or not material, diat involves man^ement or odier employees who have a significant 
role in die registrant's internal control over financial retorting. 

/s/ TERENCE R. MONTGOMERY 
Terence R. Montgom^ 
ChiefFinartcial Officer 

Date: March 13,2007 

Source: INFRASOURCE SERVICES, 10-K, March 13, 2007 



Exhibit 32.1 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER 
PURSUANT TO 1« U.S.C. 1350, AS ADOPTED PURSUANT TO 

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Annual Rs^ort on Form 10-K of InfiraSource Services, Inc. (the "Company") for die 
period ended December 31,2006 as filed with die Securities and Exchai^ Commission on the date hereof (die 
"Form 10-K"), David R. Helwig, as Chief Executive Officer ofthe Company, and Terence R. Montgomery, as Chief 
FinancialOfficeroftheCompany, ejuih hereby certifies, purauant to 18U.S,C. §1350, as adopted pursuant to §906 
ofthe SMbanes-Oxley Act of 2002, that, to the best of his knowledge; 

The Form 10-K fully complies with the requirements of Section 13(a) or 15(d) of die Securities Exchange Act 
of 1934, and die infonnation contained in the Form 10-K fitirly presents, in all material respects, the financial 
condition and results of operations ofthe Company. 

/s/ DAVID R. HELWIG 
David R. Helwig 
Chief Executive Officer 

/s/ TERENCE R.MONTGOMERY 
Terence R. Montgomery 
Chief Financial Cfficer 

Date: March 13,2007 

This certification accompanies the Form 10-K pursuant to §906 ofthe Sarbanes-Oxiey Act of 2002 and shall not, 
ex̂ cept to die extent required by die Sarbanes-Oxley Act of 2002, be deemed filed by the Company for puiposes of 
§18 of dte Securities Exchange Act of 1934, m amended. 

Created by lOKWizard www.10KWizard.com 

Source: INFRASOURCE SERVICES. 10-K, March 13,2007 

http://www.10KWizard.com
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION 
Washington, D,C, 20549 

Form 10-K 
(Mark One) 

m ANNUAL REPORT PURSUANT TO SECTION 13 OR lS(d) 
OF THE SECURITIES EXCHANGE ACT OF 1934 
For the fiscal year ended December 31,2006 

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

Commission file number 1-13831 

Quanta Services, Inc. 
(Exact name of registrant as specified in its charier) 

Delaware 74-2851603 
(Slate or other jurisdiction of (I.R.S. Employer 
incorporation or organization) Identification No.) 

1360 Post Oak Boulevard, Suite 2100 
Houston, Texas 77056 

(Address of principal executive offices, including ZIP Code) 

(713) 629-7600 
(Registranl 's telephone number, including area code) 

Securities registered pursuant to Section 12(b) ofthe Act: 

TitIt of Each Class Name of Excbange OD Which Registered 

Common Stock, $.00001 par value New York Stock Exchai^e 
Rights to Purchase Series D Junior Participating Preferred New York Stock Exchai^e 

Stock 
(attached to Common Stock) 

Securities registered pursuant to Section 12<̂ ) ofthe Act: 

Title of Each Class 
None 

Indicate by check mark if the Registrant is a well-known seasoned issuer (as defmed in Rule 405 ofthe 
Securities Act). Yes 0 No D 

Indicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or Section 15 
(d)ofdieExchar^eAct YesD No 0 

Indicate by check mark whether the Regisft-ant (1) has filed all reports required to be filed by Section 13 
or 15(d) ofthe 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 0 No D 

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not 
contained herein, and will not be contained, to the best of Registrant's knowledge, in defmitive proxy or 
information statements incorporated by reference in Part III of this Form lO-K or any amendment to diis 
Foim lO-K. a 

Indicate by check mark whether the regisd-ant is a large accelerated filer, an accelerated filer, or a non
accelerated filer. See defmition of "accelerated filer and large accelerated filer" in Rule 12b-2 of die 
Exchange Act 

Large accelerated filer Ef Accelerated fder • Non-accelerated filer D 

Indicate by check mark whedier die Registî mt is a shell company (as defmed in Rule l2b-2 of die 
Exchange Act). Yes D No 0 
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As of Jime 30, 2006 (the last business day ofthe Registrant's most recently completed second fiscal 
quarter), die aggregate market value ofthe (Common Stock and Limited Vote Common Stock of die 
Registrant held by non-affiliates of the Registrant, based on the last sale price of the Common Stock reported 
by the New Yoric Stock Exchange oa such date, was approximately $1.95 billion and $10.2 million, 
respectively (for purposes of calculating these amounts, only directors, officers and beneficial owners of 10% 
or more ofthe outstanding ci^ital stock ofthe Registrant have been deemed affiliates). 

As of February 20,2007, the number of outstanding shares of die Common Stock ofthe Registrant was 
118,319,890. As ofthe same date, 897,472 shares of Limited Vote Common Stock were outstanding. 

DOCUMENTS INCORPORATED BY REFERENCE 

Portions of the Registrant's Defmitive Proxy Statement for the 2007 Annual Meeting of Stockholders are 
incorporated by reference into Part III of this Form 10-K. 

mhtmI:file://C:\Documents%20and%20Sertings\riimmelj\Locd%20Settmgs\Teinporary%20... 4/3/2007 

file://C:/Documents%20and%20Sertings/riimmelj/Locd%20Settmgs/Teinporary%20


elOvk Page 4 of 120 

QUANTA SERVICES, INC. 

ANNUAL REPORT ON FORM 10-K 
For the Year Ended December 31,2006 

INDEX 

PARTI 
ITEMl. 
ITEM lA. 
ITEM IB. 
ITEM 2. 
ITEM 3. 
ITEM 4. 

PART II 
ITEM 5. 

ITEM 6. 
ITEM 7. 

ITEM 7A. 
ITEMS. 
ITEM 9. 

ITEM 9A. 
ITEM 9B. 

ITEM 10. 
ITEM II. 
ITEM 12. 

ITEM 13. 
ITEM 14. 

Business 
Risk Factors 
Unresolved Staff Comments 
Properties 
Legal Ftoceedings 
Submission of Matters to a Vote of Security Holders 

Market for Registrant's Common Equity. Related Stockholder Matters and 
Issuer Purchases of Equity Securities 
Selected Financial Data 
Management's Discussion and Analysis of Financial Condition and Results of 
Operations 
Quantitative and Qualitative Disclosures About Market Risk 
Financial Statements and Supplementary Data 
Changes in and Disagreements with Accountants on Accoimting and Financial 
Disclosure 
Controls and Procedures 
Other Information 

Directors. Executive Officers and Corporate Governance 
Executive Compensation 
Security Ownership of Certain Beneficial Owners and Management and Related 
Stockholder Matters 
Certain Relationships and Related Transactions, and Director Independence 
Principal Accountzmt Fees and Services 

PART IV 
ITEM 15. Exhibits and Financial Statement Schedules 

Director Compensation Summary 
Subsidiaries 
Consent of PricewaterhouseCk)Opers LLP 
Certification of CEO Pursuait to Section 302 
Certification of CFG Pursuant to Section 302 
Certification of CEO & CFO Pursuant to Section 1350 

Page 
Nmnljer 

3 
3 
12 
19 
19 
20 
20 

20 

20 
23 

25 
40 
41 

72 
72 
73 

73 
73 
73 

73 
74 
74 

74 
74 

mhtml:file://C:\Docuinents%20and%20Settmgs\rummelj\Local%20Settings\Temporary%20... 4/3/2007 

file://C:/Docuinents%20and%20Settmgs/rummelj/Local%20Settings/Temporary%20


elOvk Page 5 of 120 

Table of Contents 

PARTI 

ITEM 1. Business 

General 

Quanta is a leading provider of specialty contracting services, offering end-to-end network 
solutions to the electric power, gas, telecommunications, cable television and specialty services 
industries. We believe that we are die largest contractor serving the transmission and distribution 
sector of die North American electric utility industry. Our consolidated revenues for the year ended 
December 31, 2006 were approximately $2.13 billion, of which 67% was attributable to electtic power 
and g^ customers, 15% to telecommunications and cable television customers and 18% to ancillary 
services, such as inside electrical wiring, mtelligent traffic networks, cable and control systems for 
light rail lines, airports and highways, and specialty rock trenchmg, directional boring and road millmg 
for industrial and commercial customers. We were oi^anized as a corporation m the state of Delaware 
m 1997 and since that time have made strategic acquisitions and grovm organically to expmid our 
geographic presence, generate operating synergies widi existing busmesses and develop new 
capabilities to meet our customers' evolving needs. 

We have established a nationwide presence with a workforce of over 12,000 employees, which 
enables us to quickly and reliably serve our diversified customer base. Our customers include many of 
the leading companies m die industries we serve. 

Representative customers include: 

• Alabama Power Company • Lower Colorado River Audiority 
• American Electric Power • Pacific Gas and Electric 
• AT&T • Puget Sound Energy 
• CcnterPoint Energy • San Diego Gas & Electric 
• Crosstex Energy - Soudiem California Edison 
• Ericsson , • United Power 
• Florida Power &, Light • Verizon Communications 
• Georgia Power Company • Windstream Communications (formerly Alltel) 
• Intermountain Rural Electric Association • Xcel Energy 

We believe our reputation for responsiveness, performance, geographic reach and a 

comprehensive service offering has also enabled us to develop strcmg strategic alliances with 

numerous customers-

Industry Overview 

We estimate that the total mnount of annual outsourced infî aslructuî  spending m the three 
primary industries we serve is in excess of $30 billion. We believe diat we are the largest specialty 
contractor providing services for the installation and maintenance of networic infi"^tructure and that 
we and the other five largest specialty contractors providing tiiese services account for less than 15% 
of this market Smaller, typically private companies provide the balance of these services. 

We expect the followii^ industiy trends to impact demand for our services in die future, although 
we cannot predict die timing or ma^iitude of that unpact: 

Need to up^ade electric power transmission and distribution networks. The U.S. and Canadian 
electric power grid, which consists of more than 200,000 miles of high-vohage lines delivering 
electricity to over 300 million people, is aging and requires significant maintenance and expansion to 
handle the nation's current and growing power needs. In addition, the grid must facilitate the sale of 
electricity across competitive regional networks, a function for which it was not originally designed. 
Meanwhile, demand for electricity is expected to continue to grow. The North American Electric 
Reliability Council (NERC) reports in its 2006 Long-Tenn Reliability Assessment diat demand for 
electricity in the U.S. will increase by 19%, or 141,000 megawatts, from 2005 to 2015. Additionally, 
the U.S. Department of Energy*s Energy Information Administration (EIA) projects m 
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its 2007 Annual Energy Outlook that total U.S. electricity sales fix)m producers to consumers will 
increase by 41% fi-om 3,660 billion kilowatt-hours in 2005 to 5,168 billion kilowatt-hours in 2030. 

Increasmg demand for electricity, coupled with die aging infi^tructure, is expected to result hi 
increased spending on transmission and distribution systems. A 2006 survey by the Edison Electric 
Institute of its members indicated diat investor-owned electric utilities planned to spend S31.5 billion 
on ti-ansmission projects fitim 2006 to 2009, a nearly 60% increase over die previous four year period, 
and to invest an average of $14 billion per year over the next 10 years on distribution networks. In 
2006, NERC projected that investment in the transmissicoi system will add approximately 12,800 
miles of new transmission lines fi-om 2006 to 2015, representing a 6.1% increase in the total miles of 
installed high-voltage transmission lines in North America over that period, with over 9,000 of those 
miles proposed for installation by the end of 2010. We believe spending levels will continue to 
increase as utilities woric to address infi-astructure maintenance requirements as well as the future 
reliability standards required by die Energy Policy Act of 2005 (Energy Act). 

77ie Energy Policy Act of 2005. Since being signed into law in August 2005, several segments of 
the Energy Act have come into effect and, as a result, have better positioned utilities to finance and 
implement system enhancements. One ofthe objectives ofthe Energy Act is to unprove the nation's 
electric transmission capacity and reliability and to promote investment in the nation's energy 
infi-astnicture. It calls for a self-regulating reliability organization that will implement and enforce 
mandatory reliability standards on all market participants, with oversight by the Federal Energy 
Regulatory Commission (FERC). 

Webelieveoneofthemosts^ificantprovisionsoftheEnergy Act is the repeal of a longstanding 
barrier to effective competition — die Public Utility Holding Company Act of 1935 (PUHCA). We 
believe the repeal of PUHCA opens the electricity and natural gas sectors to new sources of 
investment in necessaiy energy mfi:astructure. 

Additionally, FERC has issued rules to allow a more favorable return on equity for transmission 
system owners and has ^proved incentive rates to encourage transmission expansion and help ensure 
reUabilily in certam regions ofthe nation, FERC has also made progress in identifying corridors of 
national interest. Under this segment of die Energy Act, FERC is authorized to issue permits for th& 
construction or modification of transmission facilities within the identified corridors. As these rules 
are finalized, we expect them to lead to a streamlined permitting process, which should make 
mvestment in the nation's transmission system more attractive. 

Increased outsourcing of network infrastructure installation and maintenance. We believe diat 
electric power, gas, telecommunications and cable television providers are increasingly focusing on 
dieir core competencies, resulting in an increase in the outsourcing of network services. Total 
employment m the electric utility mdustry declined dramatically in the last decade, reflectmg, m part, 
die outsourcing trend by utilities. We beUeve that by outsourcmg network services to third-party 
service providers such as us, our customers can reduce costs, provide flexibility in budgete and 
improve service and performance. 

One ofthe largest issues facing utilities is the aging ofthe workforce. It is esthnated tiiat 
approximately 80 percent ofthe industiy workforce is over 40. Many utilities look to a third-party 
partner to help address this issue. With more than 12,000 employees ^ross the nation, we believe we 
are well positioned to provide skilled labor to supplement or completely outsource a utility's 
workforce. As a specialty contractor with nationwide scope, we are able to leverage our existing labor 
force and equipment infrastructure across multiple customers and projects, resulting in better 
utilization of labor and assets. 

Increased capital expenditures resultingfrom our customers' improved fmancial position The 
economic healtii of die industries we serve contmues to improve after the downturn that a number of 
companies, includmg many ofour customers, suffered m past years. As a result, we believe diat both 
capital spending and maintenance budgets have stabilized and will increase in certain key end markets. 

Increased opportunities in Fiber to the Premises, or FTTP, and Fiber to the Node, or FTTN. We 
beUeve that several ofthe laige telecommunications companies are increasing dieir spending, 
particularly for FTTP and FTTN initiatives. Initiatives for this last-mile fiber build-out have been 
announced by Verizon and AT&T as well as municipalities throughout the United States. Verizon has 
indicated that it expects to pass 18 million premises with its fiber network by the end of 2010. This 
equates to more than 50% of die households m Verizon's 28-state area. 

4 
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In addition, AT&T has announced plans to ofifer Internet telephone service to 18 million homes by 
the fu-st half of 2008, mcludmg the installation of more tiian 3 8,000 miles of fiber at an estimated cost 
of $4 billion. At the end of 2006, AT&T had launched its suite of services, which mcludes Internet 
Protocol (IP) television, high-speed Internet access and, eventually, voice services to 11 maricets in 
Texas, California, Indiana and Connecticut. 

This fiber will deliver integrated IP-based television, high-speed Internet and IP voice and 
wheless bundles of products and services. As a result of these efforts, we expect an increase in 
demand for oin* telecommunications and undergroimd construction services over the next few years. 
While not all of this spending will be for services that we provide, we beheve that we are well 
positioned to furnish tnfiiBstructure solutions for these mitiatives throughout the United States. 

Increased demand calls for new generation sources. Using information fi-om Energy Ventiffes 
Analysis, Inc.'s database of all proposed new power plants m the U.S., NERC has esthnated that over 
88,000 megawatts of new generation capacity is scheduled to be added from 2006 to 2015. 
Furthermore, the EIA projects that a total of 258,000 megawatts of new generating capacity is 
expected between 2006 and 2030, representing a total investment of approxhnately $412 billion (in 
2005 dollars), although significant increases in new generating capacity are not projected until after 
2015. We believe that over the next five years there will be an estimated $1.5 billion to $2 billion per 
year spent by generation and transmission cooperatives to build new power plants. As new power 
plants are built, we ê qiect an mcrease m demand for transmission and substation engineering and 
installation services. 

StrengUis 

Geographic reach and significant size andscale. As aresult of our nationwide operations and 
significant scale, we are able to deploy services to customers across the United States. This capability 
is particularly important to our customers who operate networks diat span multiple states or regions. 
The scale ofour operations also allows us to mobilize significant munbers of employees on short 
notice for emergency restoration services. 

Strong financial profile. Our strong liquidity position provides us with the flexibility to capitalize 
on new business and growth opportunities. As of December 31,2006, we had $383.7 million in cash 
and cash equivalents on our baknce sheet and no significant amounts of debt maturing until October 
2008. 

Strong and diverse customer relationships. Our customer relationships extend over multiple end 
maricets, and include electric power, gas, telecommunications and cable television companies, as well 
as commercial, industrial and governmental entities. We have established a solid base of long-standing 
customer relationships by providing high quality service in a cost-efficient and timely manner. We 
enjoy multi-year relationships with many of our customers. In some cases, these relationships are 
decades old. We derive a significant portion ofour revenues fi^om strategic alliances or long-term 
mauitenance agreements with our customers, which we believe offer opportunities for future growth. 
For example, certain oi our strategic alliances contain an exclusivity clause or a right of first refusal 
for a certain type of work or in a certain geographic region. 

Proprietary technology. Our electric power customers benefit fix>m our ability to perform services 
without interrupting power service to their customers, which we refer to as energized services. We 
hold a U.S. patent for die exclusive use through 2014 ofthe LineMaster™ robotic arm, which 
enhances our ability to deliver these energized services to our customers. We believe that delivery of 
energized services is a significant factor m differentiating us fi"om our competition and winning new 
business. Our energized services woridbrce is specially framed to deliver these services and operate 
the LineMaster™ robotic arm. 

Delivery of comprehensive end-to-end solutions. We believe that electric power, gas, 
telecommunications and cable television companies will continue to seek service providers who can 
design, install and maintam their networks on a quick and reliable, yet cost effective basis. We are one 
ofthe few network service providers capable of regularly delivering end-to-end solutions on a 
nationwide basis. As companies in the electric power, gas, telecommimications and cable television 
industries contmue to search for service providers who can effectively design, install and maintain 
their networks, we believe that our service, mdustry and geographical breadth place us in a strong 
position to meet these needs. 
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Experienced management team. Our executive management team has an average of 33 years of 
experience withm the contractmg industry, and our operating unit executives' average over 30 years of 
experience in then respective mdustries. 

Strategy 

The key elements ofour business strategy are: 

Capitalize on favorable trends in certain key end markets. We believe that we are well positioned 
to capitalize on increased capital spending by customers across certain key end markets. Our strong 
and divei^e customer relationships and geographic reach should allow us to benefit fi-om investments 
by electric power customers in transmission and distribution mfrastmcture and by large 
telecommimications companies in FTTP and FTTN initiatives. 

Leverage existing customer relationships and expand services to drive growth. We believe we 
can improve our rate of growth by expandhig the portfolio of services and solutions for our existing 
and potential customer base. Expanding our portfolio of services allows us to develop, build mid 
maintain networks on both a regional mid national scale and adapt to our customers' changii^ needs. 
We believe that increasing our geographic and technological capabilities, togedier with promoting best 
practices and cross-selling our services to our customers, positions us well for the current end maritet 
environment. 

Focus on expanding operating efficiencies. We intend to continue to: 

• focus on growth in our more profitable services and on projects that have higher margins; 

• adjust our costs to match the level of demand for our services; 

• combine overlapping operations of certain operatmg units; 

• share pricmg, bidding, technology, equipment and best practices among our operating units; and 

• develop and expand the use of management mformation systems. 

Pursue strategic acquisitions. We continue to evaluate potential acquisitions of companies with 
strong management teams and good reputations to broaden our customer base, expand our geographic 
area of operation and grow our portfolio of services. From 1998 through 2(X)0, we grew signfficantiy 
through acquisitions. We believe that attractive acquisition candidates still exist as a resuh ofthe 
highly fi-agmented natiu-e ofthe industry, the inability of many companies to expand and modernize 
due to capital constraints and the desire of owners of acquisition candidates for liquidity. We also 
believe that our financial strength, strong equi^ market position and experienced management team 
will be attractive to acquisition candidates. 

Pursue new business opportunities. We continuously leverage our core expertise and pursue new 
business opportunities, including opportunities in the government and mtemational arenas. We beUeve 
that we are well positioned to respond to requests for proposals fix>m the U.S. government or the 
private sector for power and communications mfi-astructure projects in the United States and overseas. 

Services 

We design, install and maintain networks for the electric power, gas, telecommunications and 
cable television industries as well as provide various ancillary services to commercial, industt-ial and 
governmental entities. The following provides an overview ofthe types of services we provide: 

Electric power and gas network services. We provide a variety of end-to-end services to the 
electric power and gas industries, including: 

• installation, repair and maintenance of electric power transmission lines rangmg in CE âcity 
fixim 69,000 volts to 765,000 volts; 

• installation, repair and maintenance of electric power distribution networks; 
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• energized installation, maintenance and upgrades utilizing unique bare hand and hot stick 
methods and our proprietary robotic arm; 

• design and constmction of independent power producer (IPP) transmission and substation 
facilities; 

• design and construction of substation projects; 

• installation and maintenance of natural gas transmission and distribution systems; 

• provision of cathodic protection design and installation services; 

• installation of fiber optic lines for voice, video and data transmission on existing electric power 
infi-astructure; 

• installation and maintenance of joint trench systems, which uiclude electric power, natural gas 
and telecommunications netwfflto in one trench; 

• trenching and horizontal boring for underground electric power and natural gas network 
installations; 

• design and installation of wind turbine networks; 

• cable and fault locating; and 

• storm damage restoration work. 

Telecommunications and cable television network services. Our telecommunications and cable 
television network services include: 

• fiber optic, copper and coaxial cable installation and maintenance for video, data and voice 
transmission; 

• design, construction and maintenance of DSL networics; 

• engineering and erection of cellular, digital, PCS*, microwave and other wireless 
communications towers; 

• design and installation of switching systems for incumbent local exchange carriers, newly 
competitive local exchange carriers, long distance providers and cable television providers; 

• trenching and plowing ^plications; 

• horizontal directional boring; 

• vacuum excavation services; 

• cable locating; 

• upgrading power and telecommunications mfi-astructure for cable mstallations; 

• splicing and testing of fiber optic and copper networks and balance sweep certification of 
coaxial networks; and 

• residential installation and customer coimects, both analog and digital, for cable television, 
telephone and Intemet services. 

Ancillary services. We provide a variety of comprehensive ancillary services to commercial, 
industrial and governmental entities, including: 

• design, installation, maintenance and repair of electrical components, fiber optic cabling and 
building control and automatical systems; 

• installation of intelUgent traffic networks such as traffic s^als, controllers, connecting signals, 
variable message signs, closed chcuit television and other monitoring devices for governments; 

• mstallation of cable and control systems for light rail lines, airports and highways; and 

• provision of specialty rock trenching, rock saw, rock wheel, directional boring and road milling 
for industrial and commercial customers. 
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FinaDcia! Information About Geographic Areas 

We operate primarily in the United States; however, we derived $22.8 million, $25.7 million and 
$53.6 million ofour revenues fix>m foreign operations, die majority of which was earned m Canada, 
during the years ended December 31,2004,2005 and 2006, respectively. In addition, we held property 
and equipment in the amount of $3.1 million, $4.9 million and $6.0 million in foreign countries as of 
December 31 in each of those respective periods. 

Our business, fmancial condition and results of operations in foreign countries may be adversely 
impacted by monetary and fiscal policies, currency fluctuations, enei^ shortages and other political, 
social and economic development. 

Customers, Strategic Alliances and Preferred Provider Relationships 

Our customers include electric power, gas, telecommunications and cable television companies, as 
well as commercial, industrial and governmental entities. Our 10 largest customer accounted for 
33.3% ofour consoUdated revenues during the year ended December 31,2006. Our largest customer 
accounted for approximately 7.3% of our consolidated revenues for the year ended December 31, 
2006. 

Although we have a centralized marketmg strategy, management at each ofour operatmg units is 
responsible for developing and maintaming successful long-term relationships with customet^. Our 
operatmg unit management teams build upon existing customer relationships to secure additional 
projects and increase revenue fi-om our cun-ent customer base. Many of these customer relationships 
originated decades ago and are maintained through a partnering approach to account management 
which inclu(te$ project evaluation and consulting, quality performance, performance measurement and 
direct customer contact. On an operating unit level, management maintains a parallel focus on 
pursumg growth opportunities with prospective customers. We continue to encourage operating unit 
management to cross-sell services of other operating units to their customers. In addition, our business 
development group promotes and markets our services for prospective large national accoimts and 
projects that would require services frcsn multiple operating units. 

We strive to maintain our status as a preferred vendor to our customers. Many of our customers 
and prospective customers maintain a list of preferred vendors with whom the customer enters into a 
formal contractual agreement as a result of a request-for-proposal process. As a preferred vendor, we 
have met minimum standards for a specific category of service, maintain a high level of performance 
and agree to certam payment terms and negotiated rates. 

We believe that our strategic relationships with large providers of electric power and 
telecommimications services will offer opportunities for fiiture growth. Many of these strategic 
relationships take the form of a strategic alliance or long-term maintenance agreement. Strategic 
alliance agreements generally state an intention to work together and many provide us with 
preferential bidding procedures. Strategic alliances and long-term maintenance agreements are 
typically agreements for an mitial term of approxhnately two to four years that may include an option 
to add extensions at the end ofthe initial term. Certam ofour strategic alliance and loi^-term 
maintenance agreements are "evergreen" contracts with exclusivity clauses providing that we will be 
awarded all contracts, or a right of first refusal, for a certain type of work or m a certain geographic 
region. None of these contracts, however, guar^tees a specific dollar amount of woric to be perfonned 
by us. 

Backlog 

Backlog represents the amoimt of revenue that we expect to realize fi-om work to be performed 
over the next twelve months on uncompleted contracts, includii^ new contractual agreements on 
which work has not begun. Our backlog at December 31,2005 and 2006 was approximately 
$ 1.30 billion and $ 1.48 billion. In many instances, our customers are not contractually committed to 
specific volumes of services under our long-term maintenance contracts and many ofour contracts 
may be terminated with notice. There can be no assurance as to our customer's requirements or tiiat 
our estimates are accurate. 
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Competition 

The markets in which we operate are highly competitive. We compete with other contractors m 
most ofthe geo^^hic markets in which we operate, and several ofour competitor are large domestic 
companies that may have greater fmancial, technical and mariteting resources dian we do. In addition, 
there are relatively few barriers to entry into some ofthe industries m which we operate and, as a 
result, any oi^anization that has adequate financial resources and access to technical expertise may 
become a competitor. A significant portion ofour revenues is currentiy derived fi-om unit price or 
fixed price agreements, and price is often an important factor in the award of such agreements. 
Accordingly, we could be underbid by our competitors in an effort by them to procure such business. 
We believe tiiat as demand for our services increases, customers will increasingly consider other 
factors in choosing a service provider, including technical expertise and experience, fmancial and 
operational resources, nationwide presence, industry reputation and dependability, which we expect to 
benefit contractors such as us. There can be no assurance, however, that our competitors will not 
develop the expertise, experience and resources to provide services that are superior in both price and 
quality to our services, or that we will be able to maintain or enhance our competitive position. We 
may ^so face competition from the in-house service organizations ofour existing or prospective 
customers, including electric power, gas, telecommunications and cable television companies, which 
employ personnel who perform some ofthe same types of services as those provided by us. Although 
a significant portion of these services is currentiy outsourced by our customers, there can be no 
assurance diat our existing or prospective customers will continue to outsource services in the fiiture. 

Employees 

As of December 31, 2006, we had 1,401 salaried employees, including executive officers, project 
managers and engineers, job superintendents, staff and clerical persoimel, and 10,620 hourly 
employees, the number of which fluctuates depending upon die number and size ofthe projects we 
undertake at any particular time. Approximately 50% of our employees at December 31,2006 were 
covered by collective bai^aining agreements, primarily with the International Brotfierhood of 
Electrical Workers (IBEW). Under these collective bargaining agreements, we agree to pay specified 
wages to our union employees, observe certam workplace rules and make employee benefit payments 
to multi-employer pension plans and employee benefit trusts rather than administering die fUnds on 
behalf of these employees. These collective bargaining agreements have varying terms and expiration 
dates. The majority ofthe collective bai^aming agreements contain provisions that prohibit work 
stoppages or strikes, even during specified negotiation periods relating to agreement renewal, and 
provide for binding arbitration dispute resolution in the event of prolonged disagreement 

We provide a health, welfere and benefit plan for employees who are not covered by collective 
bargaining agreements. We have a 401(k) plan pursuant to which eligible employees who are not 
provided retirement benefits through a collective bargaining agreement may make conttibutions 
through a payroll deduction. We make matohmg cash contributions of 100% of each employee's 
contribution up to 3% of that employee's salary and 50% of each employee's contribution between 3% 
and 6% of such employee's salary, up to the maximum amount permitted by law. 

Our industiy is experiencmg a shortage of journeyman linemen m certain geographic areas. In 
response to the shortage, we seek to take advantage of various IBEW and National Electrical 
Contractors Association (NECA) trainii^ programs and support the jomt IBEW/NECA 
Apprenticeship Program which trains qualified electrical workers. 

We believe our relationships with our employees and union representatives are good. 

Materials 

Our customers typically supply most or all ofthe materials required for each job. However, for 
some of our contracts, we may procure all or part of die materials required. We purchase such 
materials fi-om a variety of sources and do not anticipate experiencing any difficulties in procuring 
such materials. 
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Training, Quality Assurance and Safety 

Performance of our services requires the use of equipment and exposure to conditions that can be 
dangerous. Although we are committed to a poUcy of operatmg safely and prudentiy, we have been 
and will continue to be subject to claims by employees, customers and thhd parties for property 
damage and personal injuries resuUing fi-om perfonnance of our services. Our poUcies require diat 
employees complete the prescribed trainmg and service program of die operating xmit for which they 
work in addition to those requhed, if appUcable, by the IBEW/NECA Apprenticeship Program prior to 
performmg more sophisticated and technical jobs. For example, all journeyman Imemen are requhed 
by the IBEW/NECA Apprenticeship Program to complete a minhnum of 7,000 hours of on-die-job 
training, approximately 200 hours of classroom education and extensive testing and certification. 
Certain ofour operating units have established apprenticeship trainmg programs approved by the 
U.S. Department of Labor that prescribe training requhements for employees who are not otherwise 
subject to the requirements ofthe IBEW/NECA Apprenticeship Program. Also, each operating unit 
requires additional training, depending upon die sophistication and technical requirements of each 
particular job. We have estabUshed company-wide training and educational programs, as well as 
comprehensive safety policies and reguktions, by sharing best practices throughout our operations. 

Regulation 

Our operations are subject to various federal, state and local laws and regulations mcludmg: 

• licensing, pennitting and inspection requirements applicable to electricians and engmeers; 

• building and electrical codes; 

• permittmg and inspection requirements applicable to construction projects; 

• regulations relating to worker safety and environmental protection; and 

• special bidding, procurement and other requirements on government projects. 

We believe that we have all the licenses required to conduct our operations and that we are in 
substantial compliance with applicable regulatory requirements. Our failure to comply with applicable 
regulations could result in substantial fmes or revocation ofour operating licenses. 

Environmental Matters 

We are committed to die protection of die environment and train our employees to perfonn theh 
duties accordingly. We are subject to numerous federal, state and local environmental laws and 
regulations goveming our operations, including the handlii^, transportation and disposal of non-
hazardous and hazardous substances and wastes, as well as emissions and discharges mto the 
envhonment, mcluding discharges to air, surface water and groundwater and soil. We also are subject 
to laws and regulations that impose liability and cleanup responsibility for releases of hazardous 
substances into the environment Under certain of these laws and regulations, such Uabilities can be 
imposed for cleanup of previously owned or operated properties, or properties to which hazardous 
substances or wastes were sent by current or former operations at our facilities, regardless of whether 
we directly caused the contamination or violated any law at the time of discharge or disposal. The 
presence of contamination fi-om such substances or wastes could interfere widi ongoing operations or 
adversely affect our ability to sell, lease or use our properties as collateral for financing. In addition, 
we could be held liable for significant penalties and damages under certain environmental laws and 
regulations and also could be subject to a revocation of our licenses or permits, which could materially 
and adversely affect our business and results of operations. 

From time to tune, we may incur costs and obUgations for correcting environmental 
noncompliance matters and for remediation at or relatii^ to certain ofour properties. We believe we 
have complied with, and are currentiy complying with our environmental obligations to date and that 
such obligations will not have a material adverse effect on our business or financial performance. 
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Risk Management and Insurance 

The primary risks m our operations are bodily mjury and property damage. We are msured for 
employer's liability and general lidiility claims, subject to a deductible of $1.0 million per occurrence 
and for auto fiabifity and woikers' compensation claims subject to a deductible of $2.0 miUion per 
occurrence. In addition, beginning August 1, 2006, we have been subject to an additional cumulative 
aggregate liability of up to $2.0 million on workers' compensation claims in excess of $2.0 miUion per 
occurrence per policy year. We also have an employee health care benefit plan for employees not 
subject to collective bargaining agreements, which is subject to a deductible of $250,000 per claimant 
per year. Losses up to the deductible amounts are accrued based upon our estimates ofthe ultimate 
liability for claims reported and an estimate of claims incurred but not reported, with assistance from a 
third-party actuary, TTie accruals are based upon known facts and historical trends, and management 
believes such accruals to be adequate. However, msurance liabilities are difficult to assess and 
estimate due to the many relevant fectors, the effects of which are often unknown, including the 
severity of an mjiuy, the determination ofour liability in proportion to other parties, the number of 
incidents not yet reported and the effectiveness ofour safety program. 

Our casualty insurance carrier for the policy periods from August 1,2000 to February 28,2003 is 
experiencu^ financial distress, but is currently paying vaUd claims. In the event that this insurer's 
fmancial situation further deteriorates, we may be requhed to pay certain obligations that otherwise 
would have been paid by this insurer. We estimate that the totid future clahn amount that this msurer is 
currentiy obligated to pay on our behalf for the above mentioned policy periods is ^proxunately 
$6.2 million; however, our estimate ofthe potential range of these fiiture claim amounts is between 
$3.6 milUon and $8.5 milUoa The actual amounts ultimately paid by us related to these clahns, if any, 
may vary materially from the above range and could be unpacted by finther claims development and 
die extent to which the kksurer could not honor its obligations. We contmue to monitor the financial 
situation of this insurer and analyze any alternative actions that could be pursued. In any event, we do 
not expect any failure by this insurer to honor its obl^ations to us, or any alternative actions we may 
pursue, to have a material adverse impact on our financial condition; however, die impact could be 
material to our results of operations or cash flow in a given period. 

Seasonality 

Our revenues and results of operations can be subject to seasonal variations. These variations are 
influenced by weather, customer spending patterns, bidding seasons and holidays. Typically, our 
revenues are lowest in the first quarter ofthe year because cold, snowy or wet conditions cause delays. 
The second quarter is typically better than the fu-st, as some projects begm, but continued cold and wet 
weather can oflsn impact second quarter productivity. The ̂ ird quarter is typically the best of die 
year, as a greater number of projects are underway and weather is more accommodating to work on 
projects. Revenues during the fourth quarter ofthe year are typically lower dian the diird quarter but 
higher than the second quarter. Many projects are completed in the fourth quarter and revenues often 
are impacted poshively by customers seeking to spend their capital budget before die end ofthe year; 
however, the holiday season and inclement weather sometunes can cause delays and thereby reduce 
revenues. 

Website Access and Other Information 

Our website address is www.quantaservices.com. You may obtain fiee electronic copies ofour 
Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and 
any amendment to these reports in our hivestor Center under the heading "SEC Filings." These 
reports are available on our website as soon as reasonably practicable after we electronically fUe Ihem 
with, or fimiish them to, the Securities and Exchange Commission (the SEC). In addition, our 
Corporate Governance Guidelines, Code of Ethics and Business Conduct and the charters ofour Audit 
Committee, Compensation Committee and Governance and Nominating Committee are posted on our 
website under the heading "Corporate Governance." We uitend to disclose on our website any 
amendments or waivers to our Code of Ethics and Business Conduct that are required to be disclosed 
pursuant to Item 5.05 of Form 8-K. You may obtain fi-ee copies of these items fix)m our website or by 
contacting our Corporate Secretary. This Annual Report on Form 10-K and our website contain 
infonnation provided by other sources that we believe are reliable. We cannot assure you diat the 
infonnation obtained from other sources is accurate or complete. 
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Annual CEO Certification 

As required by New York Stock Exchange rules, on June 19,2006 we submitted an annual 
certification signed by our Chief Executive Officer certifying that he was not aware of any violation 
by us of New Yoric Stock Exchange corporate governance listmg standards as of die date ofthe 
certification. 

ITEMIA. Risk Factors 

Our business is subject to a variety of risks and uncertainties, mcluding, but not limhed to, die 
risks and uncertainties described below. The risks and uncertainties described below are not the only 
ones facing our company. Additional risks and uncertainties not known to us or not described below 
also may impair our business operations. If any ofthe following risks actoally occur, our busuiess, 
financial condition and results of operations could be harmed and we may not be able to achieve our 
goals. This Annual Report on Form 10-K also mcludes statements reflecting assumptions, 
expectations, projections, mtentions, or beliefs about future events that are intended as "forward-
looking statements" under the Private Securities Lhigation Reform Act of 1995 and should be read m 
conjunction with the section entitled "Uncertainty of Forward-looking Statements and Information," 
included in Item 7 "Management's Discussion and Analysis of Financial Condition and Results of 
Operations." 

Our operating results may vary significantly from quarter to quarter. We typically experience 
lower gross and operating margins during wmter months due to lower demand for our services and 
more difficult operating conditions. Additionally, our quarterly results also may be materially and 
adversely affected by: 

• the timmg and volume of woik under contract; 

• regional or general economic conditions; 

• the budgetary spending patterns of customers; 

• variations in the margms of projects performed during any particular quarter; 

• a change m the demand for our services caused by severe weather conditions; 

• incre^es in construction and design costs; 

• the termination of existing agreements; 

• losses experienced m our operations not otherwise covered by insurance; 

• a change in the mix ofour customers, contracts and business; 

• payment risk associated with die financial condition of our customers; 

• changes in bonding and lien requirements applicable to existii^ and new agreements; 

• costs we incur to support growth internally or dirough acquisitions or otherwise; 

• the timing and uitegration of acquisitions; and 

• the timing and magnitude of acquisition integration costs and potential goodwill impairments. 

Accordmgly, our operatmg results in any particular quarter may not be mdicative ofthe results 
that you can expect for any other quarter or for the entire year. 

An economic downturn may lead to less demand for our services. Because the vast majority of 
our revenue is derived from a few industries, a downturn b any of those industries would adversely 
affect our results of operations. The telecommimications and utility markets experienced substantial 
change during 2002 and 2003 as evidenced by an mcreased number of bardcnipteies in the 
telecommunications market continued devaluation of many ofour customers' debt and equity 
securities and pricing pressures resulting fi-om challenges feced by major uidustry participants. These 
fectors contributed to the delay and cancellation of projects and reduction of capital spending, which 
impacted our operations and our ability to grow at historical levels. A number of other fectors, 
including financii^ conditions and potential bankruptcies in die industries we serve, could adversely 
affect our customers and their ability or willingness to fund capital expenditures in the future or pay 
for past services. In addition. 
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consolidation, competition or capital constramts m the electric power, gas, telecommunications or 
cable television mdustries may resuh m reduced spending by, or the loss of, one or more ofour 
customers. 

Our industry is highly competitive. Our industry is served by numeroia small, owner-operated 
private companies, a few public companies and several large regional companies. In addition, 
relatively few barriers prevent entry into some ofour industries. As a result any organization diat has 
adequate fmancial resom\«s and access to technical expertise may become one ofour competitors. 
Ck>mpetition m the mdustry depends on a number of ftictors, including price. Certain of our 
competitors may have lower overhead cost structures and, therefore, may be able to provide their 
services at lower rates than we are able to provide. In addition, some of our competitors may have 
greater resources dian we do. We cannot be certain that our competitors will not develop the expertise, 
experience and resources to provide services that are superior in both price and quality to our services. 
Sunilarly, we cannot be certain that we will be able to maintam or enhance our competitive position 
within our industry or maintam our customer base at current levels. We also may face competition 
fix>m the m-house service organizations of our existing or prospective customers. Electric power, gas, 
telecommunications and cable television service providers usually employ personnel who perform 
some ofthe same types of services we do. We cannot be certam that our existing or prospective 
customers will continue to outsource services in the future. 

We may be unsuccessful at generating internal growth. Our ability to generate internal growth 
will be affected by, among other factors, our ability to: 

• expand the range of services we offer to customers to address their evolving network needs; 

• attract new customers; 

• mcrease the number of projects performed for existing customers; 

• hire and retain qualified employees; and 

• open additional facilities. 

In addition, our customers may reduce the number or size of projects available to us due to their 
inability to obtain capital or pay for services provided. Many ofthe fectors affecting our ability to 
generate internal growth may be beyond our control, and we carmot be certain diat our strategies will 
be successful or that we will be able to generate cash flow sufficient to fimd our operations and to 
support internal grovrth. If we are unsuccessful, we may not be able to achieve internal growth, expand 
our operations or grow our business. 

The Energy Policy Act of 2005 may fail to result in increased spending on the electric power 
transmission infrastructure. Implementation of the Energy Policy Act of 2005 is still subject to 
considerable fiscal and regulatory uncertainty. Many ofthe regulations implementmg the components 
ofthe Act have not been promulgated and many others have only recently been finalized, and the 
effect of these regulations, once implemented, is uncertain. As a result, the legislation may not resuh 
in increased spendmg on the electric power transmission infi-astructure. 

Factors beyond our control may affect our ability to successfully execute our acquisition strategy, 
which mc^ have an adverse impact on our growth strategy. Our business strategy includes expanding 
our presence in the indusfries we serve dirough strategic acquisitions of companies that complement or 
enhance our busmess. We expect to face competition for acquisition opportunities, and some of our 
competitors may have greater financial resources or access to financing on more favorable terms than 
us. This competition may limit our acquisititm opportunities and our ability to grow through 
acquisitions or could raise the prices of acquisitions and make them less accretive or possibly non-
accretive to us. AcquisUions that we may pursue may also involve significant cash expenditures, debt 
mcurrence or the issuance of securities. Any ^quisition may ultimately have a negative impact on our 
busmess, fmancial condition and results of operations. 

Ow financial residts are based upon estimates and assumptions that may differ from actual 
results. In preparing our consolidated financial statements m conformity witii accountmg principles 
generally accepted in the United States, several estimates and assumptions are used by management in 
determmmg the reported amounts of assets and liabilities, revenues and expenses recognized during 
the periods presented and disclosures of contingent assets and liabilities known to exist as ofthe date 
ofthe financial statements. These estimates and assumptions must 
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be made because certain information that is used in the preparation ofour fmancial statements is 
dependent on future events, cannot be calculated with a high degree of precision from data available or 
is not capable of being readily calculated based on generally accepted methodologies. In some c^es, 
tiiese estimates are particularly difficult to determine and we must exercise significant judgment. 
Estimates are primarily used in our assessment ofthe allowance for doubtfiil accounts, valuation of 
mventory, usefiil Uves of property and equipment, fair value assumptions m analyzing goodwill and 
long-lived asset unpairments, setf-insured claims liabilities, forfeiture estimates relating to stock-based 
compensation, revenue recognition under percentage-of-completion accounting and provision for 
income taxes. Actual results for all estimates could differ materially from the estimates and 
assumptions that we use, which could have a material adverse effect on our fmancial condition, resuUs 
of operations and cash flows. 

Our use ofpercentage-of~completion accounting could result in a reduction or elimination of 
previously reported profits. As discussed in Item 7 "Management's Discussion and Analysis of 
Financial Condition and Results of Operations — Critical Accounting Policies " and m the notes to 
our consolidated financial statements included in Item 8 hereof, a significant portion ofour revenues is 
recognized on a percentage-of-completion method of accounting, using the cost-to-cost method. This 
method is used because management considers expended costs to be the best available me^ure of 
progress on these contracts. This accounting method is standard for fixed-price contracts. The 
percentage-of-completion accounting practice we use results in our recognizing contract revenues and 
earnings ratably over die contract term in proportion to our incurrence of contract costs. The earnings 
OT losses recognized on individual contracts are based on estimates of contract revenues, costs and 
profitability. Contract losses are recognized in fixll when determmed, and contract profit estimates are 
adjusted based on ongoing reviews of contract profitability. Further, a substantial portion ofour 
contracts contain various cost and performance incentives. Penahies are recorded when known or 
finalized, which generally is during the latter stages ofthe contract. In addition, we record cost 
recovery claims when we believe recovery is probable and the amounts can be reasonably estimated. 
Actual collection of claims could differ from estimated amounts and could result in a reduction or 
elimination of previously recognized earnings. In certain chcumstances, it is possible that such 
adjustments could be significant. 

Our dependence upon fixed price contracts could adversely affect our business. We currently 
generate, and expect to continue to generate, a portion of our revenues under fixed price contracts. We 
must esthnate the costs of completing a particular project to bid for fixed price contracte. The actual 
cost of labor and materials, however, may vary from the costs we originally estimated. These 
variations, along with other risks iidierent m performing fixed price contracts, may cause actual 
revenue and gross profits for a project to differ from those we originally estimated and could resuh in 
reduced profitability or losses on projects. Dependii^ upon the size of a particular project, variations 
fi-om the esthnated contract costs could have a significant impact on our operating results for any fiscal 
quarter or year. 

We are self-insured against poteraial liabilities. Aldiough we maintain insurance policies with 
respect to automobile, general liability, workers' compensation and employers' liability, those policies 
are subject to deductibles of S 1.0 million to $2.0 million per occurrence, and we are primarily self-
msured for all claims that do not exceed the amount of die applicable deductible. In Edition, 
beginning AugiKt 1,2006, we have been subject to an additional cumulative aggregate liability of up 
to $2.0 million on workers' compensation claims in excess of $2.0 million per occurrence per policy 
year. We also have an employee health care benefit plan for employees not subject to collective 
bargaining agreements, which is subject to a deductible of $250,000 per claimant per year. Losses up 
to the deductible amounts are accrued based upon our estimates ofthe ulthnate liability for claims 
reported and an estimate of claims mcuned but not yet reported, with ass^tance from a third-party 
actuary. However, insurance liabilities are difficuft to assess and esthnate due to unknown factors, 
including the severity of an injury, the determination of our liability in proportion to other parties, the 
number of hicidenls not reported and the effectiveness of our safety program. If we were to experience 
insurance claims or costs significantly above our estimates, our resuhs of operations could be 
materially and adversely affected in a given period. 

Otir casualty inswance carrier for prior periods is experiencing financial distress, which may 
require us to make payments for losses that otherwise would be insured Our casualty insurance 
carrier for the policy periods from August 1,2000 to February 28,2003 is experiencing financial 
disfress, but is currentiy payhig valid claims. In the event that this insurer's fmancial situation 
deteriorates, we may be required to pay certam obligations that 
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otherwise would have been paid by this insurer. We estimate that the total future claim amount that 
this insurer is currentiy obligated to pay on our behalf for the above mentioned policy periods is 
approximately $6.2 million; however, our estimate ofthe potential range of these future claim amounts 
is between $3.6 million and $8.5 million. The actual amounts ultimately paid by us related to these 
claims, if any, may vary materially from die above range and could be impacted by further claims 
development and the extent to which the insurer can not honor its obligations. In any event, we do not 
expect Miy failure by this insurer to honor its obligations to us to have a material adverse impact on 
our financial condition; however, the unpact could be material to our results of operations or cash flow 
in a given period. 

We may incur liabilities or suffer negative financial impact relating to occupational health and 
safety matters. Our operations are subject to extensive laws and regulations relating to the 
maintenance of safe conditions in the workplace. While we have invested, and will continue to invest 
substaitial resources in our occi^ational health and safety programs, our industry involves a high 
degree of operational risk and there can be no assurance diat we will avoid significant liability 
exposure. Although we have taken what we believe are appropriate precautions, we have suffered 
fetalities in the past and may suffer additional fetalities in die future. Clsums for damages to persons, 
including claims for bodily mjury or loss of life, could result in substantial costs aid liabilities. In 
addition, if our safety record were to substantially deteriorate over time, our customers could cancel 
our confracts and not award us future business. 

Our resuhs of operations could be adversely affected as a result of goodwill impairments. When 
we acquire a business, we record an asset called "goodwill" equal to the excess amount we pay for the 
business, including liabilities assumed, over die fah value ofthe tangible and intangible assets ofthe 
business we acquhe. Statement of Fmancial Accountmg Standards (SFAS) No. 142 provides that 
goodwill and odier intangible ^sets that have mdefinite useful lives not be amortized, but instead be 
tested at least annually for impairment, and mtangible assets that have finite useful hves continue to be 
amortized over theh useful Uves, SFAS No. 142 provides specific guidance for testing goodwill and 
other non-amortized intangible assets for impairment. SFAS No. 142 requires management to m^e 
certain estimates and assumptions when allocating goodwill to reporting units and determining the fair 
value of reporting unit net assets and Uabilities, mcluding, among other things, an assessment of 
market conditions, projected cash flows, investment rates, cost of capital and growth rates, which 
could si^ficantiy unpact the reported value of goodwill and other intangible assets. Fah value is 
determined using a combination ofthe discounted cash flow, market multiple and market 
capitalization valuation approaches. Absent any impairment indicators, we perform our impairment 
tests annually during the fourth quarter. As part ofour 2006 annual test for goodwill impairment, 
goodwill m die amount of $56.8 million was written off as a non-cash operating expense associated 
with a decrease in the expected future demand for the services of one of our busmesses, which has 
historically served the csJale television mdustry. Any future impairments would negatively impact our 
results of operations for the period in which the impahment is recognized. 

We may be unsuccessful at integrating companies that either we have acquired or that we may 
acquire in the future. We catmot be sure diat we will successfidly integrate our acquired companies 
widi our existing operations without substantial costs, delays or other operational or financial 
problems. If we do not implement proper overaU business controls, our decentralized operating 
strategy could result m inconsistent operating and fmancial practices at the companies we acquire and 
our overall profitability could be adversely affected. Integrating our acquired companies involves a 
number of special risks which could have a negative imp^t on our business, financial condition and 
results of operations, including: 

• failure of acquhed companies to achieve the results we expect; 

• diversion ofour management's attention from operational and odier matters; 

• difficulties integrating the operations and personnel of acquired companies; 

• inability to retain key personnel of acquired companies; 

• risks associated with unanticipated events or liabilities; and 

• potential disruptions of our business. 

15 
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ff one of our acquhed companies suffers customer dissatisfaction or performance problems, the 
reputation ofour entire company could suffer. 

We extend credit to customers for pwchases of our services, and in the past we have had, and in 
the future we may have, difficulty collecting receivables from major customers that have filed 
bankruptcy or are otherwise experiencingfinancial difficulties. We grant credit, generally without 
collateral, to our customers, which include electric power and gas companies, telecommunications and 
cable television system operators, governmental entities, general confractors, and builders, owners and 
managers of commercial and industrial properties located primarily in the Uiuted States. 
Consequently, we are subject to potential credit risk related to changes in business and economic . 
fectors throu^out the United States. In the past, our customers in the telecommunications business 
have experienced significant financial difficulties and in several instances have filed for bankraptcy. A 
number of our utility customers are also experiencing business challenges in the current business 
climate. If additional major customers file for bankruptcy or continue to experience financial 
difficulties, or if anticipated recoveries relating to receivables in existii^ bankruptcies or other 
workout situations fail to materialize, we could experience reduced cash flows and losses in excess of 
current allowances provided. In addition, material changes m any of our customer's revenues or cash 
flows could affect our abiUty to collect amounts due fixim them. 

The industries we serve are subject to rapid technological and structural changes that could 
reduce the demand for the services we provide. The electric power, gas, telecoimnunications and 
cable television industries are imdergoing rapid change as a result of technological advances that 
could, m certam cases, reduce the demand for our services or otherwise negatively impact our 
business. New or developing technologies could displace the wheline systems used for voice, video 
and data transmissions, and improvements in existing technology may allow telecommunications and 
cable television companies to significantly improve their networks widiout physically upgradmg them. 

A portion of oiu- business depends on our ability to provide surety bonds. We may be unable to 
compete for or work on certain projects if we are not able to obtain the necessary surety 
borids. Surety market conditions currentiy are difficult as a result of significant losses incurred by 
many sureties m recent periods, both m die construction mdustry as well as in certain larger corporate 
bankruptcies. We have granted security interests in various ofour assets to collaterali^ our 
obligations to the surety. Further, under standard terms m the surety market, sureties issue or contmue 
bonds on a project-by-project basis and can decline to issue bonds at any time or require the posting of 
additional collateral as a condition to issuing or renewing any bonds. 

Current or fiiture market conditions, as weU as changes in our surety's assessment ofour operatmg 
and financial risk, could cause our surety providers to declme to issue or renew, or substantially reduce 
the amount oi, bonds fw our work and could increase our bonding costs. These actions could be taken 
on short notice. If our surety providers were to limit or eliminate our access to bonding, our 
alteniatives would mclude seeking bonding capacity fixtm odier sureties, finding more business that 
does not require bonds and postmg other forms of collateral for project performance, such as letters of 
credit or cash. We may be unable to secure these alternatives m a tunely manner, on acceptable terras, 
or at all. Accordingly, if we were to experience an interruption or reduction in the availability of 
bonding capacity, we may be unable to compete for or work on certain projects. 

Many ofour contracts may be canceled on short notice, and we mc^ be unsuccessftU in replacing 
our contracts if they are canceled or as they are completed or expire. We could experience a decrease 
in our revenue, net income and liquidity if any ofthe following occur: 

• our customers cancel a significant number of contracts; 

• we fail to wm a significant number of our existing contracts upon re-bid; 

• we complete a significant number of non-recurring projects and cannot replace them with 
similar projects; or 

• we fell to reduce operating and overhead expenses consistent with any decrease in our revenue. 

Many ofour customers may cancel our contracts on short notice, typically 30-90 days, even if we 
are not in defeult under die contract. Certam ofour customers assign work to us on a 
projecl-by-project basis under master service agreements. Under these agreements, our customers 
often have no obligation to assign a specific amount of work to us. Our operations could decline 
significantiy if the anticipated volume of work is not assigned to us. Many 

mhtml:f i le: / /C:\Docuinents%20and%20Sett ings\nimmelj\Local%20Sett ings\Temporary%20.. . 4/3/2007 

file://C:/Docuinents%20and%20Settings/nimmelj/Local%20Settings/Temporary%20


elOvk Page 28 of 120 
16 

mhtinl:file://C:\Docuinents%20and%20Settmgs\rummelj\Local%20Settings\Tempora]y%20... 4/3/2007 

file://C:/Docuinents%20and%20Settmgs/rummelj/Local%20Settings/Tempora]y%20


elOvk Page 29 of 120 
Table of Contents 

of our contracts, including our master service agreemente, are opened to public bid at the e;q}iration of 
theh terms. There can be no assurance that we will be the successfiil bidder on our existing contracts 
that come up for re-bid. 

The departure of key personnel could disrupt our business. We depend on the continued efforts of 
our executive officers and on senior m^agement ofour operatmg units, including the businesses we 
acquhe. Aldiough we have entered into employment agreements with terms of one to three years with 
most ofour executive officers and certain other key employees, we carmot be certain that any 
individual will continue in such capacity for any particular period of time. The loss of key personnel, 
or the inability to hhe and retain qualified employees, could negatively impact our ability to manage 
our busmess. We do not carry key-person life insurance on any ofour employees. 

Our unionhed workforce could adversely affect our operations and our ability to complete future 
acquisitions. As of December 31,2006, approxmiately 50% of our employees were covered by 
collective bargainuig E^eements. Althou^ the majority of these agreements prohibit strikes and work 
stopples, we catmot be cei^tin that strikes or work stoppages will not occur in the fiiture. Strikes or 
wor^ stoppages would adversely impact our relationships with our customers and could cause us to 
lose business and decrease our revenue. In addition, our ability to complete future acquisitions could 
be adversely affected because ofour union status for a variety of reasons. For instance, our union 
^eements may be mcompatible with the union agreements of a busmess we want to acquire and 
some businesses may not want to become affiliated with a union based company. 

Our business is labor intensive, and we may be unable to attract and retain qualified 
employees. Qur ability to maintam our productivity and profitability wiU be limited by our ability to 
employ, train and retain skilled persoimel necessary to meet our requirements. We cannot be certain 
diat we wiU be able to maintain an adequate skilled labor force necessary to operate efficiently and to 
support our growth strategy. For instance, we may experience shortages of qualified joumeyman 
Unemen. In addition, we cannot be certam that our labor expenses will not increase as a resuh of a 
shortage in the supply of these skilled persoimel. Labor shortages or increased labor costs could impair 
our ability to maintain our business or grow our revenues. 

Our business growth could outpace the capability ofour corporate management 
infrastructure. We cannot be certam that our mfrastmcture will be adequate to support our operations 
as they expand. Future growth also could impose significant additional responsibilities on members of 
our senior management including the need to recruit and integrate new senior level managers and 
executives. We cannot be certain that we will be able to recruit and retam such additional managers 
and executives. To the extent that we are unable to manage our growdi effectively, or are unable to 
attract and retain additional qualified mmiagement we may not be able to expand our operations or 
execute our business plan. 

Our failure to comply with environmental laws could result in significant liabilities. Our 
operations are subject to various environmental laws and regulations, including those deaUng with the 
handling and disposal of waste products, PCBs, fuel storage and ah quaUty. We perform woric in many 
different types of underground envhonments. If the field location maps supplied to us are not accurate, 
(»- if li^jects are present in the soil that are not indicated on the field location maps, our underground 
work could strike objects m the soil, some of which may contain pollutants. In such cases, tiiese 
objects may rupture, resulting in the discharge of pollutants. In such circumstances, we may be liable 
for fines and damages, and we may be unable to obtain reimbursement fi-om the parties providing die 
incorrect information. In addition, we perform directional driUing operations below certain 
envhonmentally sensitive terrams and water bodies. Due to the inconsistent nature ofthe terrain and 
water bodies, it is possible that such directional drilhng may cause a surface fracture, resultmg in the 
release of subsurfece materials. These subsia-fece materials may contain contaminants in excess of 
amounts permitted by law, p(rtentially exposing us to remediation costs and fines. We also own and 
lease several fecilhies at which we store our equipment. Some of these facilities contain fiiel storage 
tanks which are above or below ground. If these tanks were to leak, we could be responsible for the 
cost of remediation as well as potential fmes. 

In addition, new laws and regulations, stricter enforcement of existing laws and regulations, the 
discovery of previously unknown contamination or leaks, or the hnposition of new clean-up 
requirements could require us to incur significant costs or become the basis for new or increased 
UabiUties that could harm our fmancial condition and resulte of operations. In certain instances, we 
have obtamed indemnification or covenants irom tiihd parties (mcluding predecessors or lessors) for 
such cleanup and other obl^ations and liabiUties th^ we beUeve are 
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adequate to cover such obligations and liabilities. However, such third-party indemnhies or covenants 
may not cover all ofour costs, and such unanticipated obUgations or liabilities, or fiiture obligations 
and liabilities, may have a material adverse effect on our business operations or fmancial condition. 
Further, we cannot be certam that we will be able to identify or be mdemnified for all potential 
environmental liabilities relating fo any acquired business. 

Risks associated with operating in international markets could restrict our ability to expand 
globally and harm our business and prospects. While only a smaU percentage ofour revenue is 
currentiy derived from intemational markets, we hope to contmue to expand the volume of services 
that we provide internationally. We presently conduct our international sales efforts m Canada, 
Mexico and selected countries overseas, but expect that die number of coimtries that we operate in 
could expand significantiy over the next few years. Economic conditions, including those resulting 
fi^m wars, civil unrest acts of terrorism and other conflicts may adversely affect the global economy, 
our customers and theh abiUty to pay for our services. In addhion, there are numerous risks inherent in 
conducting our business mtemationally, including, but not limited to, potential insfebiUty m 
mtemational markets, changes in regulatory requirements, currency fluctoations in foreign countries, 
and complex U.S. and foreign laws and treaties, including the U.S. Foreign Corrupt Practices Act. 
These risks could restrict our ability to provide services to mtemational customers and could adversely 
affect our ability to operate our busmess profitably. 

Opportunities within the government arena could lead to increased governmental regulation 
explicable to us and unrecoverable stwt up costs. Most government contr^ts are awarded through a 
regulated competitive biddmg process. As we pursue increased opportunities in die government arena, 
management's focus associated witii the start up and biddmg process may be diverted away from other 
opporhmities. If we were to be successful m beuig awarded government conhacts, a significant 
amount of costs could be required before any revenues were realized from these contracts. In addition, 
as a government contractor, we would be subject to a number of procurement rules and other pubUc 
sector liabilhies, any deemed violation of which could lead to fines or penalties or a loss of busuiess. 
Govermnent agencies routinely audh and investigate government conhactors. Govermnent agencies 
may review a contractor's performance under its contracts, cost structure, and compliance widi 
applicable laws, regulations and standards. If government agencies determine through these audits or 
reviews diat costs were improperly allocated to specific contracts, they will not reimburse the 
contractor for those costs or may require the contractor to refimd previously reimbursed costs. If 
government agencies determine that we engaged in improper activity, we may be subject to civil and 
criminal penalties. In addition, if the government were to even allege improper activity, we also could 
experience serious barm to our reputation. Many government contracts must be appropriated each 
year. If Expropriations are not made in subsequent years we would not realize all of the potential 
revenues from any awarded contracts. 

We may not be successfid in continuing to meet the requirements ofthe Sarbanes-Oxley Act of 
2002. The Sarbanes-Oxley Act of 2002 has mtroduced many reqmrements ̂ plicable to us regarding 
corpOTate governance and financial reporting, mcluding die requirements for management to report on 
our internal controls over financial reporting and for our independent registered public accounting firm 
to attest to this report. During 2006, we continued actions to ensure our ability to comply with these 
requirements. As of December 31,2006, our mtemal control over fmancial reporting was effective; 
however, there can be no assurance that our internal control over fmancial reporting will be effective 
Ul fiitia-e years. Failure to maintam effective mtemal controls could resuh in a decrease in the market 
value ofour common stock and our other publicly traded securities, the reduced abiUty to obtam 
financmg, the loss of customers, penalties and additional expenditures to meet the requhements. 

We may not have access in the fiiture to sufficient funding to finance desired growth. If we cannot 
secure additional financmg in the fiiture on acceptable terms, we may be unable to support our growdi 
strategy. We carmot readily predict the ability of certain customers to pay for past services or the 
timing, size and success ofour acquishion efforts. Using cash for acquisitions Ihnits our financial 
flexibility and makes us more likely to seek addhional capital throu^ future debt or equity fmancmgs. 
Our existing debt agreements contain significant restrictions on our operational and financial 
flexibility, mcludmg our ability to incur additi(Hial debt or conduct equity financings, and if we seek 
more debt we may have to agree to addhional coven^its that Ihnh our operational and financial 
flexibility. When we seek additional debt or equity financings, we cannot be certain that addhional 
debt or equity wiU be available to us on terms acceptable to us or at all. 
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Our 4.5% convertible subordinated notes are presently convertible. As a result of our common 
stock satisfying tiie market price condition ofthe convertible subordinated notes during the fourth 
quarter of 2006, the notes are presently convertible at die option of each holder during the first quarter 
of 2007. We have the right to deliver shares ofour common stock, cash or a combination of cash and 
shares ofour common stock upon a conversion of tiie notes. The notes may be convertible during 
future fiscal quarters upon the satisfection ofthe market price condition or other conditions m future 
periods. The number of shares issuable upon a conversion ofthe notes will be determined based on a 
conversion rate of approximately S11.14 per share. In the event that all notes were converted for 
common stock, we would issue an aggregate of 24.2 miUion shares ofour common stock. The 
conversion of some or all of our 4.5% convertible subordinated notes into our common stock could 
cause substantial dilution to existing stockholders. Any sales in the pubUc market ofthe common stock 
issued upon such conversion could adversely affect prevailing market prices ofour common stock. In 
addition, the possibility that the notes may be converted may encourage short sellmg by market 
participants localise the conversion ofthe notes could depress the price ofour common stock. 

If we elect to satisfy the conversion obligation in cash, the amount of cash payable upon 
conversion ofthe notes will be determmed by the product of (i) the number of shares issuable for the 
principal amount ofthe converted notes at a conversion rate of approximately $11.14 per share and 
(ii) the average closing price ofour common stock during a 20-day Iradhig period following the 
holders unretracted election to convert the notes. To the extent that the average closing price of our 
common stock during this period exceeds $ 11.14 per share, we will be requhed to pay cash in excess 
ofthe principal amount ofthe notes being converted, which would result in the recording of a loss on 
early extinguishment of debt. 

Certain provisions ofour corporate governing documents could make an acquisition ofow 
compare more difficult The foliowmg provisions ofour certificate of incorporation and bylaws, as 
currentiy in effect, as well as our stockholder rights plan and Etelaware law, could discourage potential 
proposals to acquire us, delay OT prevent a change in control of us or limit the price that investors may 
be willing to pay in the fiiture for shares of our common stock: 

• our certificate of incorporation permits our Board of Dhectors to issue "blank check" preferred 
stock and to adopt amendments to our bylaws; 

• our bylaws contain resfrictions regardmg the right of stockholders to nominate directors and to 
submit proposals to be considered at stockholder meetings; 

• our certificate of mcorporation and bylaws restrict the right of stockholders to call a special 
meeting of stockholders and to act by written consent; 

• we are subject to provisions of Delaware law which prohibit us from engE îng in any of a broad 
range of business transactions with an "mterested stockholder" for a period of three years 
foUowmg the date such stockholder betame classified as an interested stockholder; and 

• we have adopted a stockholder righte plan that could cause substantial dilution to a person or 
group that attempts to acquire us on terms not approved by our Board of Directors or peimitted 
by the stockholder rights plan. 

ITEM IB. Unresolved Staff Comments 

None. 

ITEM 2. Properties 

Facilities 

We lease our corporate headquarters in Houston, Texas and maintam offices nationwide. This 
space is used for offices, equipment yards, warehouses, storage and vehicle shops. As of December 31, 
2006, we own 16 of the facilities we occupy, all of which are encumbered by our credit fecility, and 
we lease the remainder. We believe that our existing facilities are sufficient for our current needs. 
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Equipment 

We operate a nationwide fleet of owned and leased trucks and trailers, support vehicles and 
specialty construction equipment, such as backhoes, excavators, trenchers, generators, boring 
machines, cranes, whe pullers and tensioners, all of which are encumbered by our credit facUity. As of 
December 31, 2006, the total size ofthe rolling-stock fleet was approximately 19,130 units. Most of 
tills fleet is serviced by our own mechanics who work at various mamtenance sites and facilities. We 
believe that these vehicles generally are well maintained and adequate for our present operations. 

ITEM 3. Legal Proceedings 

We are from time to time a party to various lawsuits, claims and other legal proceedings that arise 
in the ordinary course of business. These actions typically seek, among other things, compensation for 
alleged personal injury, breach of contract and/or property damages, punitive damages, civil penalties 
or other losses, or injunctive or declaratory reUef With respect to all such lawsuhs, claims and 
proceedings, we record reserves when it is probable that a liability has been incurred and die amount 
of loss can be reasonably estimated. We do not believe that any of these proceedings, separately or in 
the aggregate, would be expected to have a material adverse effect on our financial position, results of 
operations or cash flows, 

ITEM 4. Submission of Matters to a Vote of Security Holders 

During the fourth quarter ofthe year covered by this report no matters were submitted to a vote of 
our security holders, through the soUchation of proxies or otherwise. 

PARTR 

ITEM 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer 
Purchases of Equity Securities 

Our common stock is listed on the New York Stock Exchange (NYSE) under the symbol "PWR." 
Our common stock trades with an attached right to purchase Series D Junior Participathig Preferred 
Stock as more fiiUy described under the heading "Stockholder Rights Plan" in Note 7 to our 
consoUdated financial statements included m Item 8 hereof The following table sets forth the high and 
low sales prices ofour common stock i^r quarter, as reported by the NYSE, for the two most recent 
fiscal years. 

High Low 

Year Ended December 31,2005 
1st (Quarter $ 8.40 $ 7.25 
2nd (Quarter 9.52 7.60 
3rd Quarter 12.95 8.85 
4tii (Quarter 14.54 11.02 

Year Ended December 31,2006 
1st Quarter $16.09 $12.24 
2nd (Quarter 18.92 14.47 
3rd Quarter 18.02 14.40 
4di (Quarter 20.05 16.32 

On February 20,2007, there were 580 holders of record ofour common stock and 17 holders of 
record ofour Limited Vote Common Stock. There is no established trading market for die Limited 
Vote Common Stock; however, die Limited Vote Common Stock converts mto common stock 
immediately upon sale. 
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Stock Repurchases During the Fourth Quarter of 2006 

The foUowing table contains mformation about our purchases of equity securities during the three 
months ended December 31, 2006. 

ISSUER PURCHASES OF EQUITY SECURITIES 

(d) Maximum 
(c) Totxl Number Number of Shares 

of Shares Purchased That May Yet be 
as Part of PuUicly Purchased Under 

(a) Total Number of (b) Average Price Aunouaced Plaus or the Plans or 
Period Shares Purchased Paid per Share Programs Programs 

December 1,2006— 
December 31,2006 3,330(i) $ 17.63 None None 

(i) Represents shares purchased from employees to satisfy tax withholding obligations in connection 
witii the vesting of restricted stock awar(k pursuant to the 2001 Stock Incentive Plan (as amended 
and restated March 13,2003) (tiie 2001 Plan). 

Dividends 

We currentiy intend to retain our future earnings, if any, to fmance the growth, development and 
expansion ofour business. Accordmgly, we ciurentiy do not mtend to declare or pay any cash 
dividends on our common stock in the immediate fiiture. The declaration, payment and amount of 
future cash dividends, if any, will be at the discretion of our Board of Dhectors after taking into 
account various fectors. These fectors include our fmancial condition, results of operations, cash flows 
from operations, current and anticipated capital requhements and expansion plans, the mcome tax 
laws then in effect and die requirements of Delaware law. In addition, as discussed in "Debt 
Instruments—Credit Facility" m Item 7 "Management's Discussion and Analysis of Financial 
Condition and Resuhs of Operations," our credit fecUity includes limitations on the payment of cash 
dividends without die consent ofthe lenders. 

21 

mhtml:file://C:\Dociimeiits%20and%20Settmgs\nmimelj\Local%20Settings\Temporary%20... 4/3/2007 

file://C:/Dociimeiits%20and%20Settmgs/nmimelj/Local%20Settings/Temporary%20


elOvk 

Table of Contents 

Page 36 of 120 

Performance Graph 

The following Petformance Graph and related information shall not be deemed "soliciting 
material" or to be "filed" with the Securities and Exchange Commission, nor shall such information 
be incorporated by reference into at^juture filing under the Securities Act of 1933 or Securities 
Exchange Act of 1934, each as amended, except to the extent that we specifically incorporate it by 
reference into such filing. 

The following graph compares, for the period irom December 31,2001 to December 31,2006, the 
cumulative stockholder retum on our common stock with the cumulative total return on the 
Standard & Poor's 500 Index (the S&P 500 Index), the Russell 2000 Index, and a peer group index 
previously selected by our management that includes six public companies within our industry (the 
Peer Group). The comparison assumes that $100 was invested on December 31,2001 m our common 
stock, the S&P 500 Index, the Russell 2000 Index and the Peer Group, and fiuther assumes all 
dividends were remvested. The stock price performance reflected on the foliowmg graph is not 
necessarily indicative of future stock price performance. 

The Peer Group is composed of Dycom Industries, Inc., MasTec, Inc., Chicago Bridge & Iron 
Company N.V., Shaw Group, Inc., Infi-aSource Services, Inc. and Pike Electric Corporation. The 
companies in the Peer Group were selected because they comprise a broad group of publicly held 
corporations, each of which has some operations similar to ours. When taken as a whole, the Peer 
Group more closely resembles our total busmess ihaa any individual company m the group. 

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN 
AMONG QUANTA SERVICES, INC., THE S & P 500 INDEX. 

THE RUSSELL 2000 INDEX AND THE PEER GROUP 

Quanta 
Services, 
Inc. 
S&P 500 
Index 
Russell 
2000 Index 
Peer Group 

Measurement Period 
12/31/2001 

$100.00 

$100.00 

$100.00 
$100.00 

12/31/2002 

22.68 

77.90 

79.52 
78.77 

12/31/2003 

47.31 

100.24 

117.09 
142.28 

12/31/2004 

51.85 

111.15 

138.55 
165.70 

12/31/2005 

85.35 

116.61 

144.86 
190,69 

12/31/2006 

127.48 

135.03 

171.47 
215.41 
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ITEM 6. Selected Financial Data 

The following historical selected fmancial data has been derived fixjm die audited fmancial 
statements ofthe company. The historical fmancial statement data reflects the acquisitions of 
businesses accounted for as purchase trmsactions as of theh respective acquisition dates. The 
historical selected financial data should be read m conjunction widi the historical Consolidated 
Fmancial Statements and related notes thereto included in Item 8 "Fmancial Statements and 
Supplementary Data." 

Year Ended December 31, 
2002 2003 2004 2005 2006 

(In thousands, except per share informatioo) 

Consolidated Statements of 
Operations Data: 
Revenues 
Cost of services (including 

depreciation) 
Gross profit 
Selling, general and 

administrative expenses 
Goodwill impairment 

Income (loss) from 
operations 

Interest expense 
Interest income 
Gain (loss) on early 

extinguishment of debt, net 
Otiier mcome (expense), net 
Income (loss) before income 

taxes and cumulative effect 
of change in accounting 
principle 

Provision (benefit) for 
income taxes 

Income (loss) before 
cumulative efiect of 
chaise in accounting 
principle 

Cumulative effect of change 
m accounting principle, net 
of tax 

Net income (loss) 
Dividends on preferred stock, 

net of forfeitures 
Non-cash beneficial 

conversion charge 
Net income (loss) 

attributable to common 
stock 

Basic earnings Ooss) per 
share 

Diluted eammgs (loss) per 
share 

$1,750,713 $1,642,853 $1,626,510 $1,858,626 $2,131,038 

1,513,940 
236,773 

229,454 
166,580(a) 

1,442,958 
199,895 

178,219 
6,452(d) 

1,445,119 1,601,878 1,815,222 
181,391 256,748 315,816 

171,537 188,203 183,002 
— 56,812(0 

(159,261) 
(35,866) 

1,709 

(426) 

(193,844) 

(19,710) 

15,224 
(31,822) 

1,065 

(35,055Xe) 
(2,481) 

(53,069) 

(18,080) 

9,854 
(25,067) 

2,551 

17 

(12,645) 

(3,451) 

68,545 
(23,949) 

7,416 

235 

52,247 

22,690 

76,002 
(26,823) 
13,924 

1.598(g) 
425 

65,126 

47,643 

(174,134) (34,989) (9,194) 29,557 17,483 

445,422(b) 
(619,556) 

(11) 

8,508(c) 

— 
(34,989) 

(2,109) 

(9,194) 29,557 17,483 

$ (628,053) $ (32,880) $ (9,194)$ 29,557 $ 17,483 

$ (9.98) $ (0.30) $ (0.08) $ 0.26 $ 0.15 

$ (9.98) $ (0.30) $ (0.08) $ 0.25 $ 0.15 
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(a) During the year ended December 31,2002, we recognized an interim SFAS No. 142 non-cash 
goodwill mipairment charge of $166.6 milUon. Impairment adjustments recognized after the 
adoption of SFAS No. 142 are required to be recognized as operating expenses. 

(b) Based on our transitional hnpahment test performed upon adoption of SFAS No. 142, we 
recognized a $488.5 million non-cash charge ($445.4 million, net of tax) to reduce the carrying 
value of goodwill to the implied fair value ofour reportii^ units. Basic and diluted earnings per 
share before cumulative effect of change in accounting principle were a loss of $2.90 per share. 

(c) The original as-converted share price negotiated with Fhst Reserve Fund IX, L.P. (First Reserve) 
for our Series E Preferred Stock on October 15,2002 was $3.00 per share which was an above 
market price. On December 20,2002, the date First Reserve purchased our Series E Preferred 
Stock, our stock closed at $3.35 per share. Accordingly, we recorded a non-cash beneficial 
conversion charge of $8.5 million based on the $0.35 per share differential. The non-cash 
beneficial conversion charge was recognized as a deemed dividend to the Series E Preferred 
Stockholder and was recorded as a decrease in net income attributable to common stock and an 
increase in addhional paid-in capital. The non-cash beneficial conversion charge had no effect on 
our operating income, cash flows or stockholders' equity at December 31,2002. 

(d) As part of our 2003 armual goodwill test for impairment, goodwill of $6,5 miUion was written off 
as a non-cash operating expense associated with the closure of one ofour telecommunications 
businesses. 

(e) In the fourth quarter of 2003, we recorded a $35.1 million loss on early extinguishment of debt 
comprised of make-whole prepayment premiums, the write-off of certain unamortized debt 
issuance costs and other related costs due to the retirement of our senior secured notes and 
termination ofour then existing credh facility. 

(f) As part ofour 2006 armual goodwill test for hnpairment, goodwill of $56.8 miUion was written 
off as a non-cash operatmg expense ^sociated with a decrease m the expected future demand for 
the services of one ofour businesses, which has historicaUy served the cable television industiy. 

(g) In the second quarier of 2006, we recorded a S1.6 milUon gam on early extinguishment of debt 
comprised ofthe gain from repurchasmg a portion ofour 4.0% notes, partially offset by costs 
associated with the related tender offer for such notes. 

December 31, 
2002 2003 2004 2005 2006 

(In thousands) 

Balance Sheet Data: 
Working capital $ 317,356 $ 476,703 S 478,978 $ 572,939 $ 656,173 
Total assets 1,364,812 1,466,435 1,459,997 1,554,785 1,639,157 
Long-term debt, net of current 

maturities 213,167 58,051 21,863 7,591 — 
Convertible subordinated notes, net 

of current maturities 172,500 442,500 442,500 442,500 413,750 
Redeemable common stock 72,922 — — — — 
Total stockholders' equity 611,671 663,132 663,247 703,738 729,083 
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ITEM 7. Management's Discussion and Analyst of Financial Condition and Results of 
Operations 

The following discussion and analysis of our financial condition and results of operations should 
be read in conjunction with our historical consolidated financial statements and related notes thereto 
in Item 8 "Financial Statements and Supplementary Data." The discussion below contains forward-
looking statements that are based upon our current expectations and are subject to uncertainty and 
changes in circumstances. Actual results may differ materially from these expectations due to 
inaccurate assumptions and known or unknown risks and uncertainties, including those identified in 
"Uncertainty of Forward-Looking Statements and Information " below and in Item J A "Risk Factors." 

Introduction 

We are a leading national provider of specialty contractir^ services, offering end-to-end network 
solutions to tiie electric power, gas, telecommunications, cable television and specialty services 
mdustries. We believe that we are the largest contractor servicing the transmission and distribution 
sector ofthe North American electric utility industry. We derive our revenues irom one reportable 
segment. Our customers include electric power, gas, telecommunications and cable television 
compaiues, as well as commercial, industrial and governmental entities. We had consolidated revenues 
for the twelve months ended December 31, 2006 of approximately $2.13 billion, of which 67% was 
attributable to electric power and gas customers, 15% to telecommunications and cable television 
customers and 18% to anciUary services, such as inside elecfrical whing, intelligent traffic networics, 
cable and control systems for light rail lines, ahports and highways, and specialty rock trenching, 
dhectional boring and road mUUng for industriaJ and commercial customers. 

Our customers include many ofthe leading con^anies in the industries we serve. We have 
developed strong strategic alliances with numerous customers and sh-ive to develop and maintain our 
status as a preferred vendor to our customers. We enter into various types of contracts, including 
competitive unh price, cost-plus (or time and materials basis), and fixed price (or lump sum basis), the 
final terms and prices of which we fi-equently negotiate wifli the customer. Although the terms of our 
contracts vary considerably, most are made on either a unit price or fixed price basis in which we 
agree to do the woric for a price per unit of work performed (unit price) or for a fixed amount for the 
entire project (fixed price). We complete a substantial majority ofour fixed price projects within one 
year, while we fiequently provide maintenance £uid repair work under open-ended unh price or cost-
plus master service agreements that are renewable annually. Some ofour customers require us to post 
performance and payment bonds upon execution ofthe contract, depending upon the nature ofthe 
work to be performed. 

We generally recognize revenue on our unit price and cost-plus contracts when units are 
completed or services are performed. For our fixed price contract, we typically record revenues as 
work on the contract progresses on a percentage-of-completion basis. Under this valuation method, 
revenue is recognized based on the percentage of total costs incurred to date in proportion to total 
esthnated costs to complete die confract. Fixed price contracts generally include retainage provisions 
under which a percentage ofthe contract price is withheld until the project is complete and has been 
accepted by our customer. 

Seasonality; Fluctuations of Results 

Our revenues and results of operations can be subject to seasonal variations. These vmiations are 
influenced by weather, customer spending patterns, bidding seasons and holidays. TypicaUy, our 
revenues are lowest m the first quarter ofthe year because cold, snowy or wet conditions cause delays. 
The second quarter is typically better than the first, as some projects begin, but continued cold and wet 
weather can often impact second quarter productivity. The third quarter is typically the best ofthe 
year, as a greater number of projects are underway and weather is more accommodating to work: on 
projects. Revenues during the fourth quarter ofthe year are typically lower than the third quarter but 
h i^e r than the second quarter. Many projects are completed in the fourth quarter and revenues often 
are impacted positively by customers seeking to spend theh capital budget before the end ofthe year; 
however, the holiday season and inclement weather sometimes can cause delays and thereby reduce 
revenues. 

Additionally, our industry can be highly cycUcal. As a result, our volume of busmess may be 
adversely affected by decUnes m new projects in various geogr^hic regions in the United States. The 
fmancial condition of our customers and theh access to capital, variations in the margins of projects 
performed during any particular quarter, 
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regional economic conditions, thnhig of acquisitions and the timmg and magnitude of acquisition 
assimUation costs may also materiaUy affect quarterly resulte. Accordingly, our operating results in 
any particular quarter or year may not be indicative ofthe results that can be expected for any other 
quarter or for any other year. You should read "Understanding Gross Margins " and "Outlook" below 
for additional discussion of trends and chaUenges that may affect our fmancial condition and results of 
operations. 

Understanding Gross Margins 

Our gross m a i ^ is gross profit expressed as a percentage of revenues. Cost of services consist 
primarily of salaries, wages and benefits to employees, depreciation, fuel and other equipment 
expenses, equipment rentals, subconti^ited services, msurance, faciUties expenses, materials and parts 
and supplies. Various factors — some controllable, some not — impact our gross margins on a 
quarterly or annual basis. 

Seasonal and Geographical As discussed above, seasonal patterns can have a significant impact 
on gross margins. Generally, business is slower in the winter months versus the warmer months ofthe 
year. This can be offset somewhat by increased demand for electrical service and repair work resultmg 
from severe weather. In addition, the mix of business conducted in different parts of the country will 
affect margms, as some parts ofthe country offer the opportunity for higher gross margins than others. 

Weather. Adverse or fevorable weatiier conditions can impact gross margins in a given period. 
Forexample,itis typical in the first quarter of any fiscal year diat parts of the country may experience 
snow or rainfall that may negatively impact our revenue and gross margin. In many cases, projects 
may be delayed or temporarily placed on hold. Conversely, in periods when weather remains dry and 
temperatures are accommodating, more work can be done, sometimes with less cost, which would 
have a favorable impact on gross margins. In some cases, sfrong storms or hurricanes can provide us 
with high margin emergency restoration service work, which generally has a positive impact on 
margins. 

Revenue Mix. The mix of revenue derived from the mdustries we serve will impact gross margins. 
Changes in our customers' spending patterns in each ofthe mdusfries we serve can cause an imbalance 
in supply and demand and, therefore, affect margins and mix of revenue by industiy served. 

Service and Maintenance versus Installation. In general, installation work has a higher gross 
margin than mamtenance work. This is because installation work is often obtained on a fixed price 
basis which has higher risk than other types of pricing arrangements. We typically derive 
approximately 50% ofour revenue from maintenance work, which is perfonned under pre-established 
or negotiated prices or cost-plus pricing arrangements. Thus, a higher portion of mstallation woik m a 
given period may result in a higher gross margin. 

Subcontract Work Work that is subcontracted to other service providers generally has lower 
gross mat^ins. An increase m subcontract work in,a given period may contribute to a decrease m gross 
margin. We typicaUy subcontract approximately 10% - 15% ofour woilc to other service providers. 

Materials versus Labor. M^ins may be lower on projects on which we furnish materials as 
material prices are generally more predictable than labor costs. Consequentiy, we generally are not 
^ le to mart up materials as much as labor costs. In a given period, a higher percentage of work that 
has a higher materials component may decrease overall gross margm. 

Depreciation. We include depreciation in cost of services. This is common practice m our 
industry, but can make comparability to other companies difficuU. This must be taken mto 
consideration when comparing us to other companies. 

Insurance. Gross margins could be impacted by fiuctuations in msurance accruals related to our 
deductibles in the period in which such adjustments are made. As of December 31,2006, we had a 
deductible of $1.0 million per occurrence related to employer's and general liability msurance and a 
deductible of $2.0 milUon per occurrence for automobile liability and workers' compensation 
insurance. In addhion, beginning August 1,2006, we have been subject to an additional cumulative 
aggregate liability of up to $2.0 milUon on woikers' compensation claims in excess of $2.0 miUion per 
occurrence per policy year. We also have an employee health care benefit plan for 
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employees not subject to collective bargaining agreements, which is subject to a deductible of 
$250,000 per claimant per year. 

Selling, General and Administrative Expenses 

Selling, general and administrative expenses consist primarily of compensation and related 
benefits to management, admmistrative salaries and benefits, marketing, office rent and utilhies, 
communications, professional fees, bad debt expense, letter of credit fees and gains and losses on the 
sale of property and equipment. 

R^ults of Operations 

The foliowmg table sets forth selected statements of operations data and such data as a percentage 
of revenues for the years indicated (dollars in thousands): 

Vear Ended December 31, 

Revenues 
Cost of services (including 

depreciation) 
Gross profit 

Sel lu^ general and adminishattve 
expenses 

Goodwill hnpairment 
Income fix)m operations 

Interest expense 
Interest income 
Gain on early extinguishment of 

debt, net 
Odier, net 
Income (loss) before mcome taxes 
Provision (benefit) for mcome taxes 

Net income (loss) 

2004 

$1,626,510 

1,445,119 
181,391 

171,537 

9,854 
(25,067) 

2,551 

17 
(12,645) 

(3,451) 
S (9,194) 

100.0% 

88.8 
11.2 

10.6 

2005 

$1,858,626 

1,601,878 
256,748 

188,203 

0.6 68,545 
(1.5) (23,949) 
0.1 7,416 

— 235 
(0.8) 52,247 
(0.2) 22,690 
(0.6)% $ 29,557 

100.0% $ 

86.2 
13.8 

10.1 

3.7 
(1-3) 
04 

2.8 
1,2 
1.6%$ 

2006 

2,131,038 

1,815,222 
315,816 

183,002 
56,812 
76,002 

(26,823) 
13,924 

1,598 
425 

65,126 
47,643 
17,483 

100,0% 

85.2 
14.8 

8,5 
2.7 
3.6 

(1.2) 
0.7 

3.1 
2.3 
0.8% 

2006 compared to 2005 

Revenues. Revenues increased $272.4 million, or 14.7%, to $2.13 billion for the year ended 
December 31,2006. Revenues for 2006 included a lower volume of emergency restoration services 
provided to our electric power and gas customers as compared to 2005, which included the highest 
volume of emergency restoration services in our history in the wake of hurricanes in the Gulf Coast 
region ofthe United States. The total revenues associated with emergency restoration services in 2005 
were approximately $167.6 million as compared to $106.2 million of emergency restoration services 
in 2006. Excluding emergency restoration service revemies irom both periods, revenues derived fixjm 
the electric power and gas network services industry mcreased in 2006 approximately $240.0 million, 
or 22.1%. Actual revenues derived fi^m die electric power and gas network services industry, 
includmg emergency restoraticm services revenues, mcreased approximately $181.7 miUion, or 14.6%. 
Revenues flx)m the telecommunications and cable television network services industry increased by 
approxmiately $29.8 miUion, or 10.3%, and revenues fix>m ancillary services customers increased by 
approxhnately $60.9 mUlion, or 18.6%, for the year ended December 31, 2006. These increases in 
revenues are primarily a resuh of a higher volume of work from mcreased spending by our customers 
resulting fit)m die continued improving fmancial health ofour customers as well as improved pricmg. 

Gross profit. Gross profit mcreased $59.1 million, or 23.0%, to $315.8 miUion for the year ended 
December 31,2006. As a percentage of revenues, gross margin increased from 13.8% for die year 
ended December 31, 
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2005 to 14.8% for the year ended December 31,2006. The increase m gross margms for the year 
ended December 31, 2006 was primmily attributable to higher margins on work fixim our electric 
power and gas network services customers and our telecommunications and cable television network 
services customers due to contuiued strengthenmg market conditions, improved pricing and our 
margm errhancement initiatives. Margins improved during 2006 on work fiiom our electric power and 
gas network services customers despite the lower volume of higher margin emergency restoration 
services in 2006 compared to 2005, as discussed above. In addition, during the first half of 2006, we 
achieved higher margins on certain jobs due to better productivity and cost control and relatively mUd 
weather as compared to the fnst half of 2005, which was negatively impacted by cost ovemms during 
die period and weather delays on certam projects during die first quarter. 

Selling, general and administrative expenses. SeUing, general and admmistrative expenses 
decreased $5.2 miUion, or 2,8%, to $183.0 million for the year ended December 31,2006. The 
$5.2 million decrease relates primarily to a decrease in professional fees m the amount of $9,9 mUlion 
related to costs incurred fbr our margin enhancement program and for specific bidding activity durmg 
die year ended December 31,2005 that were not inciured during the year ended December 31,2006, 
as weU as lower legal costs from ongoing Utigation during the year ended December 31,2006. These 
decreases were partially offeet by an $8.6 million increase in salaries and benefits costs associated 
with mcreased personnel, costs of living adjustments and increased performance bonuses. In addition, 
we recorded net losses from salesofproperty and equipment in the amount of $3.5 million for the year 
ended December 31, 2005 compared to net gains fi^m the sales of property and equipment m the 
amount of $0.7 million for the year ended December 31,2006. 

Goodwill impairment. A goodwill impairment charge in the amount of $56.8 million was 
recorded during the year ended December 31,2006, while no goodwill impairment was recorded 
during the year ended December 31,2005. As part ofour 2006 annual test for goodwill impairment, 
goodwill m the amount of $56.8 million was written off as a non-cash operating expense associated 
with a decrease in the expected future demand for the services of one ofour businesses, which 
historicaUy served the cable television industry. 

Interest expense. Interest expense increased $2.9 miUion to $26.8 mUlion for the year ended 
December 31,2006, primarily due to die expense of unamortized debt issuance costs of $3.3 million. 
We replaced oiu- prior credit facility and expensed the remdning balance of unamortized debt issuance 
costs of $2.6 mUlion. In addition, we expensed $0.7 miUion of unamortized debt issuance costs related 
to the repurchase of a portion of our 4,0% convertible subordinated notes during the second quarter of 
2006. This increase was partially offset by lower mterest expense associated with lower outstanding 
borrowmgs under the credit facilities during 2006 as compared to 2005. 

Interest income. Interest income was $13.9 million for the year ended December 31,2006, 
compared to $7.4 million forthe year ended December 31,2005. The increase in interest income 
primarily relates to a higher average investment balance and higher average interest rates for the year 
ended December 31,2006 as compared to the year ended December 31,2005. 

Provision (benefit) for income taxes. The provision for income taxes was $47.6 mUlion for the 
year ended December 31, 2006, with an effective tax rate of 73.2%, compared to a provision of 
$22.7 million for the year ended December 31,2005, widi an effective tax rate of 43.4%. The higher 
tax rate in 2006 results primarily from the goodwill impairment charge recorded during the fourth 
quarter of 2006, the majwity of which is not deductible for tax purposes. Excluding the effect of die 
goodwill impairment charge, the unpact of which is 33.9%, the effective tax rate would have been 
39.3% for the year ended December 31,2006. The decrease after excluding the effect ofthe goodwiU 
impahment charge is primarUy due to the impact ofthe recording of a refund from a multi-year state 
tax clahn during the second quarter of 2006 and the impact of tax-exempt mterest income from 
mvestments in 2006, which were not held in 2005. 

200S compared to 2004 

Revenues. Revenues increased $232,1 million, or 14.3%, to $1.86 billion for the year ended 
December 31,2005, with revenues derived fi-om die electric power and gas network services industry 
increasing by approxmiately $ 188.6 milUon, or 17.9%, revenues from the telecommunications and 
cable television network services mdustry increasing by approxmiately $16.5 million, or 6.1% and 
revenues from ancUlary services mcreasing by approxhnately $27.0 million, or 9.0%. The mcrease m 
revenues was a resuh of a higher volume of wor^ fixim mcreased 
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spending by our customers in these industries due to the improving fmancial healtii of these ciatomers. 
Revenues in 2005 were positively hnpacted by a larger volume of storm restoration services provided 
during 2005 to our electric power and gas customers after the unpact of hurricanes in the south central 
and southeastern Uruted States. 

Gross profit Gross profit mcreased $75.4 million, or 41,5%, to $256.7 million for the year ended 
December 31, 2005. As a percentage of revenues, gross margin increased fr^m 11.2% for the year 
ended December 31,2004 to 13,8% forthe year ended December 31, 2005. Gross profit was favorably 
impacted by an increased volume of higher margin storm restoration services as discussed above. In 
addhion, the mcrease hi gross margins for the year ended December 31,2005 over the year ended 
December 31,2004 was attributeble to higher margms on work fix)m our electric power and gas 
network services customers, partially due to our margm enhancement Initiatives, better weather in 
certain areas during the fnst half of 2005 and better overall fixed cost absorption as a result of higher 
revenues. 

Selling, general and administrative expenses. Selling, general and admmistrative expenses 
increased $16.7 million, or 9.7%, to $188.2 mUlion for die year ended December 31, 2005. Salaries 
and benefite costs increased by $13.7 million associated with increased performance bonus costs, an 
increased number of personnel and cost of living adjustments. During the year ended December 31, 
2004, we incurred $6.3 million m professional fees associated with meeting the requhements ofthe 
Sarbanes-Oxley Act of 2002 versus $1.0 million during the year ended December 31,2005, partiaUy 
due to the hirii^ of additional internal personnel, as discussed above; however, this decrease in 
professional fees was offset by incurring $5.7 million in higher costs during the year ended 
December 31,2005 associated with our margin enhancement uiitiatives, mcreased bidding activity and 
ongoing Utigation. In addition, net losses from sales of property and equipment increased from 
$0.9 million in 2004 to $3.5 million m 2005. 

Interest ^pense. Interest expense decreased $1.1 milUon to $23.9 milUon for the year ended 
December 31,2005, due to lower levels of debt outstanding. 

Interest income. Interest mcome was $7.4 million for the year ended December 31, 2005, 
compared to $2.6 miUion for the year ended December 31,2004. The increase m interest income 
primarily related to a higher average cash balance and higher average interest rates for the year ended 
December 31,2005 as compared to the year ended December 31,2004. 

Provision (benefit) for income taxes. The provision for mcome taxes was $22.7 million for the 
year ended December 31,2005, with, an effective tax rate of 43.4%, compared to a benefit of 
$3.5 milUon for the year ended December 31,2004, witii an effective tax rate of 27.3%. The effective 
rate for income taxes for bodi periods differs fi-om the statotory rate due to the impact of estimated 
non-deductible items on estimated mcome or loss and tiie recordmg of additional contmgency 
reserves. 

Liquidity and Capital Resources 

Cash Requirements 

We anticipate that our cash and cash equivalents on hand, which totaled $383.7 million as of 
December 31,2006, our credit fecility, short term mvestments, if any, and our future cash flow irom 
operations will provide sufficient cash to enable us to meet our future operating needs, debt service 
requirements and planned capital expenditures and to fecilitate our future ability to grow. Initiatives to 
rebuild the United States electric power grid or momentum in deployment of fiber to the premises may 
require a significant mnount of additional working capital. We also evaluate opportunities for strategic 
acquisitions from time to time that may require cash. However, we feel that we have adequate cash 
and availability under our credit facility to meet such needs, although, dependmg on the size and 
number of any future acquisitions, we may need addhional cash to fimd one or more of those 
transactions. 

Sources and Uses of Cash 

As of December 31,2006, we had cash and cash equivalents of $383.7 million, woridng capital of 
$656.2 million and long-term debt, net of current maturities, m the amount of $413.8 million, which 
consists of convertible subordinated notes. We also had $140.4 miUion of letters of credh outstanding 
under our credh facility. 
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During the year ended December 31, 2006, operating activhies provided net cash flow of 
$120.6 million. Cash flow from operations is primarily influenced by demand for our services, 
operating margins and the type of services we provide. We used net cash in investing activities of 
$38.5 miUion, includmg $48.5 mUlion used for capital expenditures, offset by SIO.O million of 
proceeds fix>m the sale of equipment. We also purchased and sold $511.7 million of short-term 
investment. We used net cash m financing activities of $2.7 milUon, resulting primarily from a 
$7.5 milUon repayment under the term loan portion ofour prior credh faciUty coupled with 
$6.0 million in debt Issuance costs, partiaUy offset by $5.8 million in net borrowmgs and $3.9 million 
for die tax impact related to stock-based equity awards. The $5.8 million in net borrowmgs primarily 
relates to the issuance of our 3.75% convertible subordmated notes and the repurchase ofour 
4.0% convertible subordmated notes as discussed below. 

Debt Instruments 

Credit Facilities 

As of December 31, 2006, we had an amended and restated credit fecUity with various lenders 
which provides for a $300.0 million senior secured revolving credit fecUity maturing on June 12,2011 
(the credh faciUty). The credh faciUty amended and restated our prior credit facility. Subject to the 
conditions specified in the credit facility, we have the option to mcrease the revolving commitments 
under die credit facUity by up to an additional $125.0 million irom time to time upon receipt of 
additional commitments from new or existmg lenders. Borrowings under the credit fecility are to be 
used for working capital, capital expenditures and other g^eral corporate piuposes. The entire amount 
of the credh facUity is available for the issuance of letters of credit. 

As of December 31,2006, we had approximately $ 140.4 milUon of letters of credit issued under 
the credit facility and no outstanding revolving loans. The remaining $159.6 million was avaUable for 
revolving loans or issuing new letters of credit. Amounts borrowed under the credit facility bear 
interest, at our option, at a rate equal to either (a) the Eurodollar Rate (as defined in the credit faciUty) 
plus 1.25% to 1.875%, as determined by the ratio ofour total funded debt to consolidated EBITDA (as 
defmed m the credit agreement), or (b) the base rate (as described below) plus 0.25% to 0.875%, as 
determined by the ratio of our total funded debt to consolidated EBITDA. Letters of credh issued 
under the credit facility are subject to a letter of credh fee of 1.25% to 1.875%, based on the ratio of 
our total funded debt to consolidated EBITDA. We are also subject to a commitment fee of 0.25% to 
0.35%, based on the ratio of oiu- total funded debt to consolidated EBITDA, on any unused availabUity 
under the credh faciUty. The base rate equals the higher of (i) the Federal Funds Rate (as defmed in the 
aedit fecility) plus 1/2 of 1% and (ii) tiie bank's prime rate. 

The credh facility contains certain covenants, includmg covenants witii respect to maximum 
fimded debt to consolidated EBITDA, maxhnum senior debt to consolidated EBITDA, minhnum 
interest coverage and mmhnum consolidated net worth, in each case as specified in the credit facility. 
For purposes of calculating the maxunum funded debt to consolidated EBITDA ratio and the 
maximum senior debt to consoUdated EBITDA ratio, our maximum funded debt and maxunum senior 
debt are reduced by all cash and cash equivalents (as defined in the credit facUity) held by us in excess 
of $25.0 million. As of December 31,2006, we were in compliance with aU ofour covenants. The 
credit facility limits certain acquisitions, mergers imd consolidati'ons, capital expenditures, asset sales 
and prepayments of indebtedness and, subject to certain exceptions, prohibits Uens on material assets. 
The credh facility also limits the payment of dividends and stock repurchase programs in any fiscal 
year to an annual aggregate amount oiup to 25% ofour consolidated net income (plus the amount of 
non-cash charges that reduced such consoUdated net income) for the prior fiscal year. The credit 
fecility does not limh dividend payments or otiier distributions payable solely in capital stock. The 
credit facility provides for customary events of default and carries cross-default provisions with all of 
our existmg subordinated notes, our contmumg mdemnity and security agreement with our surety and 
all of our other debt instruments exceeding $ 10.0 miUion in borrowings. If an event of defeuh (as 
defmed in the credh feciUty) occurs and is continuing, on die terms and subject to the condhions set 
forth m the credit fecility, amounts outstandmg under the credit fecility may be accelerated and may 
become or be declared immediately due and payable. 

The credh facUity is secured by a pledge of aU ofthe capital stock ofour U.S. subsidiaries, 65% of 
the capital stock ofour foreign subsidiaries and substantially all ofour assets. Our U.S. subsidiaries 
guarantee the repayment of 

30 

mhtml:file://C:\Docuinents%20and%20Settings\rimimelj\Local%20Settings\Temporaiy%20 4/3/2007 

file://C:/Docuinents%20and%20Settings/rimimelj/Local%20Settings/Temporaiy%20


elOvk Page 50 of 120 

mhtinl:flle://C:\DociHneiits%20and%20Settings\rummeIj\Local%20Setthigs\Temporary%20... 4/3/2007 



elOvk Page 51 of 120 
Table of Contents 

all Mnounts due under the credit facility. Our obligations under the credit facility constitute designated 
senior indebtedness under our 3.75%, 4.0% and 4.5% convertible subordinated notes. 

As of December 31, 2005, we had a $182.0 million credh faciUty with various lenders (the prior 
facility). The prior facility was amended during 2006 to permit, among other thmgs, the issuance of 
our 3.75% convertible subordinated notes and our cash tender offer for our 4.0% convertible 
subordinated notes, each as described below. Upon the amendment juid restatement ofour credit 
facUity in 2006, as described above, the obligations under the prior facility were terminated, and 
related unamortized debt issuance costs m the amount of approximately $2,6 million were expensed 
and included in mterest expense in 2006. As of December 31,2005, we had approxhnately 
$ 142.6 million of letters of credit outstanding under the prior credit facility and $7.5 mUlion 
outstanding under the prior credh faciUty as a term loan. 

4,0% Convertible Subordinated Notes 

As of December 31, 2006, we had $33.3 million aggregate principal amount of 4.0% convertible 
subordinated notes due 2007 (4.0% Notes) outstanding, which was classified as a current obligation as 
these 4.0% Notes will mature witiiin the next twelve months. The 4,0% Notes are convertible into 
shares of our common stock at a price of $54.53 per share, subject to adjustment as a result of certain 
events. The sale ofthe notes and the shares issuable upon conversion thereof was registered in a 
registration statement filed with the SEC. The 4.0% Notes require semi-annual interest payments on 
July 1 and December 31 until the notes mature on July 1,2007. We have the option to redeem some or 
all ofthe 4.0% Notes at specified redemption prices, together with accrued and unpaid interest If 
certain fundamental changes occur, as described in the indenture under which we issued the 4.0% 
Notes, holders of die 4.0% Notes may require us to purchase all or part ofthe notes at a purchase price 
equal to 100% of die principal amount, plus accrued and unpaid interest, Ehiring 2006, we conducted a 
cash tender ofifer for aU of die 4.0% Notes, which resulted in the repurchase of $139.2 million 
outstandii^ principal amount ofthe 4.0% Notes. As a result ofthe repurchase of a portion ofthe 
4.0% Notes, we recorded a gam on early extinguishment of debt of approximately $2.1 million during 
2006, which was partially of&et by costs associated with the tender offer of ^jproximately 
$0.5 mUlion. In addhion, approximately $0.7 milUon in related unamortized debt issuance costs 
associated witii the rethement of a portion ofthe repurchased 4.0% Notes was expensed and included 
in interest expense in 2006. 

4.5% Convertible Subordinated Notes 

As of December 31,2006, we had $270.0 million aggregate principal amount of 4.5% convertible 
subordinated notes due 2023(4.5% Notes) outstandmg. The resale of die notes and the shares issuable 
upon conversion thereof was registered for the benefit ofthe holders in a shelf registration statement 
filed with the SEC. The 4.5% Notes require semi-annual interest payments on April 1 and October 1 
until tiie notes mature on October 1, 2023. 

The 4.5% Notes are convertible into shares ofour common stock based on an irutial conversion 
rate of 89.7989 shares of Quanta's common stock per $1,000 principal amount of 4.5% Notes (which 
is equal to an iiutial conversion price of approximately $11.14 per share), subject to adjustment as a 
result of certain events. The 4.5% Notes are convertible by the holder (i) during any fiscal quarter if 
the last reported sale price ofour common stock is greater than or equal to 120% ofthe conversion 
price for at least 20 trading days in the period of 30 consecutive trading days ending on the first 
trading day of such fiscal quarter, (ii) during the five business day period after any five consecutive 
trying day period in which the trading price per note for each day of that period was less than 98% of 
die product ofthe last reported sale price ofour common stock and the conversion rate, (iii) upon us 
calling the notes for redemption or (iv) upon the occurrence of specified corporate transactions. If tiie 
notes become convertible under any of these circumstances, we have die option to deUver cash, shares 
ofour common stock or a combmation thereof, witii the amount of cash determmed in accordance 
widi the terms ofthe mdenture under which the notes were issued. During each quarter of 2006, the 
market price condition described in clause (i) above was satisfied, and the notes were convertible at 
the option ofthe holder, although no holders exercised theh right to convert. The notes are presently 
convertible at the option of each holder, and die conversion period will expire on March 31,2007, but 
may resume upon the satisfection ofthe market condhion or other conditions in futore periods. 

Beginnmg October 8,2008, we may redeem for cash some or all ofthe 4.5% Notes at the 
principal amount thereof plus accrued and unpaid mterest. The holders of die 4.5% Notes may require 
us to repurchase all or some of 
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theh notes at tiie principal amount diereof plus accrued and unpaid hiterest on October 1,2008,2013 
or 2018, or upon die occurrence of a fundamental change, as defined by the indenture under which we 
issued the notes. We must pay any requhed repurchases on October 1,2008 in cash. For all other 
required repurchases, we have the option to deliver cash, shares ofour common stock or a 
combination tiiereof to satisfy our repurchase obligation. If we were fo satisfy any requhed repurchase 
obUgation witii shares ofour common stock, the number of shares delivered wUl equal the dollar 
amoimt to be paid in common stock divided by 98.5% ofthe market price of our common stock, as 
defined by the indenture. The right to settle for shares of common stock can be surrendered by us. The 
4.5% Notes carry cross-defauh provisions with our other debt instruments exceeding $10.0 million m 
borrowings, which includes our existing credh fecility. 

3.75% Convertible Subordinated Notes 

As of December 31, 2006, we had $143.8 miUion aggregate principal amount of 
3.75% convertible subordmated notes due 2026 (3.75% Notes) outstandmg. The resale ofthe notes 
and tiie shares issuable upon conversion thereof was registered for the benefit ofthe holders in a shelf 
registration statement filed witii the SEC. The 3.75% Notes mature on April 30, 2026 and bear interest 
at the annual rate of 3.75%, payable semi-aimually on April 30 and October 30, until maturity. 

The 3.75% Notes are convertible into our common stock, based on an inhial conversion rate of 
44.6229 shares ofour common stock per $1,000 principal amount of 3.75% Notes (which is equal to 
an initial conversion price of approxhnately $22.41 per share), subject to adjustment as a result of 
certain events. The 3.75% Notes are convertible by the holder (i) during any fiscal quarter if die 
closing price ofour common stock is greater tiian 130% ofthe conversion price for at least 20 trading 
days in the period of 30 consecutive tradii^ days ending on the last trading day ofthe immediately 
preceding fiscal quarter, (U) upon oiu- callmg the 3.75% Notes for redemption, (hi) upon the 
occurrence of specified distributions to holders of our common stock or specified corporate 
trai^actions or (iv) at any time on or after March 1,2026 untU the business day immediately preceding 
the maturity date ofthe 3.75% Notes. If the 3.75% Notes become convertible under any of these 
circumstances, we have the option to deliver cash, shares ofour common stock or a combination 
thereof with the amount of cash determined in accordance with the terms ofthe indenture under 
which the notes were issued. The holders ofthe 3.75% Notes who convert theh notes m connection 
with certain chaise m confrol transactions, as defmed m the mdenture, may be entitied to a make 
whole premium in the form of an increase in the conversion rate. In the event of a change in control, in 
lieu of paying holders a make whole premium, if applicable, we may elect, in some circumstances, to 
adjust the conversion rate and related conversion obligations so diat the 3.75% Notes are convertible 
into shares ofthe acquiring or surviving company. 

Beginning on April 30,2010 until April 30,2013, we may redeem for cash aU or part ofthe 
3,75% Notes at a price equal to 100% of tiie principal amount plus accrued and unpaid interest, if the 
closmg price ofour common stock is equal to or greater than 130% ofthe conversion price then in 
effect for the 3.75% Notes for at least 20 tradmg days in the 30 consecutive trading day period endmg 
on the trading day immediately prior to the date of maUmg ofthe notice of redemption, hi addition, we 
may redeem for cash all or part ofthe 3.75% Notes at any time on or after April 30,2010 at certain 
redemption prices, plus accrued and unpaid interest. Beginnmg with the six-month interest period 
commencing on April 30,2010, and for each six-month interest period thereafter, we will be requhed 
to pay contingent mterest on any outstandmg 3.75% Notes durmg the applicable interest period if the 
average trading price of tiie 3.75% Notes reaches a specified threshold. The contingent interest 
payable within any appUcable interest period will equal an armual rate of 0.25% of the average trading 
price of die 3.75% Notes during a five tradmg day reference period. 

Tlie holders ofthe 3.75% Notes may requhe us to repurchase all or a part ofthe notes m cash on 
each of April 30,2013, April 30,2016 and April 30, 2021, and in the event of a change in confrol, as 
defined in the mdenture, at a purchase price equal to 1(X)% of die principal amount ofthe 3.75% Notes 
plus accrued and unpaid interest The 3.75% Notes carry cross-defauh provisions with our other debt 
instruments exceeding $20.0 million in borrowings, which mcludes our existing credit facility. 
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Off-Balance Sheet Transactions 

As is common m our industry, we have entered into certaui off-balance sheet arrangements in the 
ordinary course of business that result in risks not directiy reflected in our balance sheets. Our 
significant off-balance sheet transactions mclude liabilities associated with non-cancelable operating 
leases, letter of credh obUgations and surety guarantees entered into in the ncnmal course of business. 
We have not engaged m any off-balance sheet fmancing arrangements through special purpose 
enthies. 

Leases 

We enter mto non-cancelable operatmg leases for maiy ofour fecility, vehicle and equipment 
needs. These leases allow us to conserve cash by paying a monthly lease rental fee for the use of 
faciUties, vehicles and equipment rather than purchasmg them. We may decide to cancel or terminate a 
lease before the end of its term, in which case we are typically Uable to the lessor for the remaming 
lease payments under the term ofthe le^e. 

We have guaranteed the residual value of the underly mg assets under certein of our equipment 
operating leases at the date of termmation of such leases. We have agreed to pay any difference 
between tiiis residual value and the feh market value of each underlying asset as ofthe lease 
termination date. As of December 31,2006, the maxhnum ^aranteed residual value was 
approxmiately $108.4 million. We believe that no significant payments wUl be made as a resuh ofthe 
difference between the fair market value ofthe leased equipment and the guaranteed residual value. 
However, there can be no assurance that future significant payments will not be required. 

Letters of Credit 

Certain of our vendors requhe letters of credh to ensure rehnbursement for amounts they are 
disbursii^ on our behalf, such as to beneficiaries under our self-fimded insurance programs. In 
addition, fi-om time to time some customers require us to post letters of credit to ensure payment to our 
subcontractors and vendors under those contracts and to guarantee performance under our confracts. 
Such letters of credh are generally issued by a bank or similar fmancial institution. The letter of credh 
commhs the issuer to pay specified amounts to the holder ofthe letter of credh if the holder claims 
that we have failed to perform specified actions m accordance with the terms ofthe letter of credit If 
this were to occur, we would be required to reimburse the issuer ofthe letter of credit. Dependii^ on 
the chcumstances of such a reimbursement, we may also have to record a charge to earnings for the 
rehnbursement. We do not beUeve that h is likely that any claims will be made under a letter of credit 
m the foreseeable future. 

AsofDecember31,2006, wehad$140.4milUoninletlersof credit outstanding under our credit 
facility primarily to secure obligations under our casualty hisurance program. These are hrevocable 
stand-by letters of credh with maturities expiring at various thnes throughout 2007. Upon maturity, it 
is expected that the majority of tiiese letters of credh will be renewed for subsequent one-year periods. 

Performance Bonds 

Many customers, particularly m coimection with new construction, requhe us to post performance 
and payment bonds issued by a fmancial institution known as a surety. These bonds provide a 
guarantee to the customer that we will perform under the terms of a contract and that we wUl pay 
subcontractors and vendors. If we fell to perform under a contract or to pay subcontractors and 
vendors, tiie customer may demand that the surety make payments or provide services under the bond. 
We must reimburse die surety for any expenses or outlays h incurs. Under our continumg indemnity 
and security agreement with the surety, with the consent ofour lenders under our credit fecility, we 
have granted security interests in certain ofour assets to collateralize our obUgations to the surety. We 
may be required to post letters of credh or other collateral in favor ofthe surety or our customers in the 
future. Postmg letters of credit in favor ofthe surety or our customers would reduce the borrowing 
availabUity under our credh fecility. To date, we have not been requhed to make any rehnbursements 
to the surety for bond-related costs. We believe that h is unUkely that we wUl have to fund significant 
claims under our surety arrangements in the foreseeable fiiture. As of December 31,2006, an 
aggregate of approximately $650.7 million m original fece amount of bonds issued by the surety were 
outstandmg. Our estimated cost to complete these bonded projects was approximately $ 125.4 million 
as of December 31,2006. 
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Contractual Obligations 

As of December 31, 2006, our future contractual obligations are as follows (m thousands): 

Total 2007 2008 2009 2010 2011 Thereafter 

Long-tenn debt —principal $448,595 $34,845 $270,000 $ — $ — $ — $143,750 
Long-term debt —mterest 55,844 18,206 14,503 5,391 5,391 5,391 6,962 
Operating lease obligations 122,969 30,816 25,932 21,366 17,563 14,585 12,707 
Total $627,408 $83,867 $310,435 $26,757 $22,954 $19,976 $163,419 

Excluded from die above table is interest associated witii borrowings under the credit facility 
becaiKC both die amount borrowed and applicable interest rate are variable. As of December 31,2006, 
we had no bortowing under our credh facility. In addhion, our muhi-employer pension plan 
contributions are determmed annually based on our union employee payrolls, which cannot be 
determined for future periods m advance. 

Concentration of Credit Risk 

We grant credit under normal payment terms, generally without coUateral, to our customers, 
which mclude electric power and gas companies, telecommunications and cable television system 
operators, governmental entities, general conttactors, and buUders, owners and managers of 
commercial and industrial properties located primarily m the United States. Consequentiy, we are 
subject to potential credh risk related to chaises in business and economic factors throughout the 
United States. However, we generally have certam statutory lien rights with respect to services 
provided. Under certain chcumstances such as foreclosures or negotiated settlements, we may take 
thie to the underlying assets in lieu of cash in settlement of receivables. No customer accounted for 
more than 10% of revenues for the years ended December 31,2004,2005 or 2006. 

LUigatufn 

We are from time to tune party to various lawsuits, clahns and other legal proceedmgs that arise in 
the ordinary course of business. These actions typically seek, among other thh^s, compensation for 
alleged personal injury, breach of contract and/or property damages, punitive danages, civil penahies 
or otiier losses, or mjunctive or declaratory relief With respect to aU such lawsuits, claims and 
proceedings, we recoil reserves when h is probable diat a liabiUty has been incurred and the amoimt 
of loss can be reasonably estimated. We do not beUeve that any of these proceedm^, separately or in 
the ag^gate, would be expected to have a material adverse effect on our fmancial poshion, results of 
operations or cash flows. 

Related Party Transactions 

In the normal course of business, we enter into transactions fixim time to time with related parties. 
These transactions typically take the form of facility leases witii prior owners of certain acquired 
companies. 

Inflation 

Due to relatively low levels of inflation experienced during the years ended December 31,2004, 
2005 and 2006, mflation did not have a significant effect on our results. 

New Accounting Pronouncements 

In February 2006, tiie Fmancial Accounting Standards Board (FASB) issued SFAS No. 155, 
"Accounting for Certain Hybrid Fmancial Instruments — An Amendment of FASB Statements 
No. 133 and 140." SFAS No, 155 provides enthies widi relief from havmg to sepmately determine the 
feh value of an embedded derivative that would otherwise be required to be bifiircated from its host 
contract m accordance with SFAS No. 133. SFAS No. 155 allows an entity to make an irrevocable 
election to meaisure such a hybrid fmancial instrument at feh value m its entirety, with chaises in fah 
value recognized in eammgs. SFAS No. 155 is effective for all financial mstruments acquired, issued 
or subject to a remeasurement event occurring after the begirmii^ of an entity's first fiscal year that 

34 

inhtinl:flle://C:\Documents%20and%20Settings\ruinmelj\Local%20Settings\Temporary%20.,. 4/3/2007 



elOvk Page 57 of 120 

mhtinl:file://C:\Documents%20and%20Settings\rumineIj\Local%20Settings\Temporary%20... 4/3/2007 

file://C:/Documents%20and%20Settings/rumineIj/Local%20Settings/Temporary%20


elOvk Page 58 of 120 

begins after September 15, 2006. We do not beUeve that our adoption of SFAS No. 155 on January I, 
2007 will have a material impact on our financial poshion, results of operations or cash flows. 

In July 2006, the FASB issued Interpretation No. 48, "Accounting for Uncertainty m Income 
Taxes, an interpretation of SFAS 109, Accounting for Income Taxes" (FIN 48). FIN 48 prescribes a 
comprehensive model for how companies should recognize, measure, present, and disclose in theh 
fmancial statements uncertam tax positions taken or expected to be taken on a tax retum. Under 
FIN 48, tax positions may be recognized in the financial statements when it is more likely than not the 
position will be sustained upon examination by the tax authorities. The amoxmt reco^ized for such tax 
positions is the largest amoimt of benefit that is greater than 50 percent likely of being realized upon 
uhimate settlement. FIN 48 also revises disclosure requirements to include an aimual tabular 
rollforw^ of unrecognized tax benefits. The provisions of this mterpretation are required to be 
adopted for fiscal periods beghmmg after December 15,2006. We will be requhed to apply the 
provisions of FIN 48 to all tax poshions upon initial adoption with any cumulative effect ^ustment to 
be recognized as an adjustment to accumulated defich. While we have not yet completed our fmal 
evaluation of flie impact ofour January 1,2007 adoption of FIN 48, we do not expect such adopticm to 
have a material impact on our fmancial statements. 

In September 2006, the FASB issued SFAS No. 157, "Fah Value Measurements." SFAS No. 157 
defines fah value, establishes methods used to measure fah value and expands disclosure requirements 
d)0ut fah value measurements. SFAS No. 157 is effective for fmancial statements issued for fisc^ 
years beghming after November 15,2007, and interim periods withm those fiscal periods. We are 
currently analyzing the provisions of SFAS No. 157 and determining how h wiU affect our accounting 
poUcies and procedures and have not yet made a determination of tiie impact that our January 1, 2008 
adoption will have on our consolidated financial position, results of operations or c^h flows. 

In September 2006, tiie SBC issued Staff Accounting Bulletin No. 108, "Considering tiie Effects 
of Prior Year Misstatements when Quantifymg Misstatements in Current Year Financial 
Statements" (SAB 108), which provides guidance on the consideration ofthe effects of prior year 
misstatements in quantifying cmrent year misstatements for the purpose of a materiality assessment. 
SAB 108 requires tiiat the materiaUty ofthe effect of a misstated amount be evaluated on each 
financial statement and the related ^lanciai statement disclosures, and that materiality evaluation be 
based on quantitative and qualifetive factors. SAB 108 is effective for fiscal years ending after 
November 15,2006. We adopted SAB 108 on December 31,2006, and this guidance did not have a 
material hnpact on our financial position, results of operations or cash flows. 

In February 2007, die FASB issued SFAS No. 159, "The Fah Value Option for Fmancial Assets 
and Financial Liabilities, mcluding an amendment of FASB Statement No. 115". SFAS No. 159 
permits entities to choose to measure at fah value many financial instruments and certain other items 
at fah value that are not currentiy requhed to be measured. UnreaUzed gains and losses on items for 
which the feh value option has been elected are reported in earnings. SFAS No. 159 does not affect 
any existing accoimting Uterature that requires certam assete and liabilities to be carried at feh value. 
SFAS No. 159 is effective for fiscal years begirming after November 15,2007. We wiU adopt 
SFAS No. 159 on Jmiuary 1, 2008, but have not yet determmed the hnpact, if any, on our consolidated 
financial statements. 

Critical Accounting Policies 

The discussion and analysis of our fmancial condhion and results of operations are based on our 
consolidated fmancial statements, which have been prepared in accordance with accountmg principles 
generally accepted m the United States. The preparation of these consolidated fmancial statements 
requires us to make estimates and assumptions that affect the reported amounts of assets and liabiUties, 
disclosures of contmgent assets and liabilhies known to exist at die date ofthe consolidated financial 
statements and tiie reported amounts of revenues and expenses duru^ the reporting period. We 
evaluate our estimates on an ongoing basis, based on historical experience and on various other 
assumptions that are believed to be reasonable under the circumstances. There can be no assurance 
that actual results wiU not differ fix)m those esthnates. Management has reviewed hs development and 
selection of critical accounting esthnates with the audit committee ofour Board of Directors. We 
believe the 
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foliowmg accounting policies affect our more significant judgments and estimates used in the 
preparation ofour consolidated fmancial statements: 

Revenue Recognition. We recognize revenue when services are performed except when work is 
being performed under a fixed price contract. Revenues firon fixed price contracts are recognized 
usmg the percentage-of-completion method, measured by the percentage of costs mcuned to date to 
total estimated costs for each contract. Such contracts generally provide that the customer accept 
completion of progress to date and compensate us for services rendered, measured typically in terms 
of units installed, hours expended or some other measure of progress. Contract costs typicdly uiclude 
all direct material, labor and subcontract costs and those mdirect costs related to contract performance, 
such as indirect labor, supplies, tools, repairs and depreciation costs. Provisions for the total estimated 
losses on uncompleted contacts are made in the period in which such losses are determined. Changes 
in job performance, job conditions, estimated profitability and final contract settlements may result in 
revisions to costs and income and theh effects are recognized in the period m which the revisions are 
determined. 

Self-Insurance. We are insured for employer's liability and general liability clarnis, subject to a 
deductible of $1.0 mUUon per occunence, and for auto Uability and workers' compensation subject to 
a deductible of $2.0 million per occurrence. In addhion, beghming August 1,2006, we have been 
subject to an addhional cumulative aggregate liability of up to $2.0 million on workers' compensation 
cl^ms in excess of $2.0 mUlion per occurrence per poUcy year. We also have an employee health care 
benefit plan for employees not subject to collective bargaining agreements, which is subject to a 
deductible of $250,000 per claimant per year. Losses up to flie deductible amoimts are accrued based 
upon our estimates ofthe uhimate liability for claims reported and an estimate of claims incurred but 
not reported, with assistance from a thhd-party actuary. However, hisurance liabilities are difficuh to 
assess and estimate due to unknown factors, mcludmg the severity of an injury, the determination of 
our liability in proportion to other parties, the number of mcidents not reported and the effectiveness 
of our safety program. The accruals are based upon known facts and historical trends and management 
believes such accruals to be adequate. 

Our casualty insurance carrier for the policy periods from August 1,2000 to February 28,2003 
has been e}q)eriencmg financial distress bm is currently paying valid clahns. In the event that this 
insurer's financial situation further deteriorates, we may be requhed to pay certain obligations that 
otiierwise would have been paid by this insurer. We estimate that die total future claim amount tiiat 
this insurer is currentiy obligated to pay on our behalf for the above mentioned policy periotb is 
approximately $6.2 million; however, our estimate ofthe potential range of these future claim amounts 
is between $3.6 miUion and $8.5 million. The actual amounts ultimately paid by us related to these 
clahns, if any, may vary materially &om the above range and could be impacted by further clahns 
development and the extent to which the insurer could not honor its obligations. We contmue to 
monitor the fmancial situation of this insurer and analyze any alternative actions that could be pursued. 
In any event, we do not expect any feilure by this insurer to honor hs obligations to us, or any 
alternative actions that we may pursue, to have a material adverse hnpact on our fmancial condition; 
however, the impact could be material to our results of operations or cash flow in a given period. 

Valuation of Intangibles and Long-Lived Assets. SFAS No. 142 provides that goodwill and other 
mtangible assets that have mdefinite useful lives not be amortized but, instead, must be tested at least 
annually for impairment, and mtangible assets that have finhe useful lives should continue to be 
amortized over theh useful lives. SFAS No. 142 also provides specific guidance for testing goodwiU 
and other nonamortized intangible assets for impairment. SFAS No. 142 does not aUow increases in 
tiie carrying value of reporting unhs that may resuh fix)m our impairment test; therefore, we may 
record goodwiU hnpairments in the fiiture, even when the aggregate feh value ofour reporting units 
and the company as a whole may increase. GoodwUl of a reportuig unh will be tested for impairment 
between annual tests if an event occurs or chcumstances chaise that would more likely than not 
reduce the fah value of a reportmg unh below hs carrying amount. Examples of such evente or 
circumstances may include a significant change in business climate or a loss of key personnel, mnong 
others. SFAS No. 142 requires that management make certam estimates and assumptions in order to 
allocate goodwUI to reporting units and to determine the feh value of reporting unh net assets and 
liabilities, mcluding, among other things, an assessment of market condhions, projected cash flows, 
cost of capital and growth rates, which could sigruficantiy impact the reported value of goodwiU and 
other intangible assets. Estimatmg future cash flows requires significant judgment, and our projections 
may vary fi-om cash flows eventually realized. As part of our 2006 aimual test for goodwill 
impainnent, goodwUI in die amount of $56.8 million was written of as a non-cash operating expense. 
The goodwill 
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impairment is associated with a decrease in the ê qiected future demand for the services of one of our 
busmesses, which has historicaUy served the cable television industry. 

We review long-lived assets for hnpairment whenever events or changes in chcumstances indicate 
that the canying amount may not be realizable. If an evaluation is requhed, the estimated future 
undiscounted cash fiows associated with the asset are compared to the asset's carrying amount to 
determhie if an hnpairment of such asset is necessary. Estimating future cash flows requires 
significant judgment, and our projections may vary from cash flows eventually realized. The effect of 
any impairment would be to expense the difference between the fah value of such asset and hs 
carrymg value. In addition, we estimate the useful Uves ofour long-lived assets and other mtangibles. 
We periodically review factors to determme whether tiiese lives are appropriate. 

Current and Non-Current Accounts and Notes Receivable and Provision for Doubtful 
Accounts. We provide an aUowance for doubtful accounts when collection of an account or note 
receivable is considered doubtful. Inherent in the assessment ofthe allowance for doubtful accounts 
are certain judgments and estimates relating to, among others, our customer's access to capital, our 
customer's wUlingness or ability to pay, general economic condhior^ and the ongomg relationship 
with the customer. Certain ofour customers, several of them large public telecommunications carriers 
and utility customers, have experienced financial difficulties in recent years. Should any major 
customers experience difUcuhies or file for bankri^tcy, or should anticipated recoveries relating to the 
receivables m existing bankruptcies and other workout situations fail to materialize, we could 
experience reduced cash flows and losses m excess of current reserves. In addition, material changes 
in our customers' revenues or cash flows could affect our abUity to collect amounts due from them. 

Income Taxes. We follow the liability method of accounting for income taxes in accordance with 
SFAS No, 109, "Accountmg for Income Taxes." Under this method, deferred assets and liabilities are 
recorded for fiiture tax consequences of temporary differences between the financial reporting and tax 
b^es of assets and liabUities, and are measured using the enacted tax rates and laws that are expected 
to be in effect when the underlying assets or liabilities are recovered or settied. 

We regularly evaluate valuation allowances established for deferred tax assets for which future 
realization is uncertain and we maintain an allowance for tax contmgencies that we believe is 
adequate. The estimatitm of requhed valuation allowances mcludes estimates of future taxable income. 
The ultimate realization of deferred tax assets is dependent upon the generation of foture taxable 
income during the periods in which those temporary differences become deductible. We consider 
projected future taxable income and tax planning strategies m making this assessment. If actual fut̂ ire 
taxable mcome differs irom our estimates, we may not realize deferred tax assets to the extent we have 
estimated. 

Outlook 

The foUowmg statements are based on cunent expectations. These statements are forward-
looking, and actual results may differ materially. 

Many utiUties across the country have regained their financial health and have increased spendmg 
on theh transmission and distributiffli systems. As a result, we are seeing new construction, extensive 
pole change outs, line upgrades and maintenance projects on many systems and expect this trend to 
continue over the next several quarters. 

We also anticipate increased spendmg as a result ofthe Energy Act, which requires the power 
industry to meet federal reliability standards for theh transmission and disfribution systems and 
provides fiirtiier incentives to the mdustry to invest m and improve mamtenance on tiieh systems. 
While we believe the Energy Act is likely to continue to stimulate spendmg by our customers, we do 
not expect to begm to realize substMitial benefits of tiiis spendmg for several more quarters. 

Several mdustry and market ttends are promptmg customers in die elecfric power industry to seek 
outsourcing partners, such as Quanta. Tbe^ trends include mi aging workforce, mcreased spending, 
increasing costs such as salaries and benefits, and labor issues. 

We are also seemg hnprovement in the fmancial health of telecommunications customers. There 
are several telecommunications initiatives cunentiy in discussion and underway by several wireUne 
carriers and government 
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organizations that provide us with pockets of opportunity, particularly from fiber to the premises 
(FTTP) and fiber to the node (FTTN) initiatives. Such initiatives are underway by Verizon and AT&T, 
and municipalities and other government jurisdictions have also become active m these initiatives. We 
anticipate increased spending by wheless telecommimieations customers on theh networks, as the 
impact of mergers within the wheless industry has begun to lessen. In addition, several wheless 
companies have announced plans to mcrease theh cell site deployment plans over the next year, 
including the expansion of thhd generation technology. 

Spending in the cable television industry remains depressed. However, with several 
telecommimications companies inCTeasing tiie pace of theh FTTP and FTTN projects that will enable 
them to offer TV services via fiber to theh customers, such mitiatives could serve as a catalyst for the 
cable industry to beghi a new network upgrade cycle to expand its service offering in an effort to 
retain and attract customers. As a resuh ofthe sale of substantially all ofthe assets of Adelphia 
Communications Corporation and its affiUated companies (Adelphia) to Time Warner Cable and 
Comcast Corporation, we have begun to see spending by Time Warner Cable and Comcast 
Corporation as they integrate the systems acquired from Adelphia. 

We continue to evaluate potential strategic acquisitions of companies to broaden our customer 
base, expand our geogi^hic area of operation and grow our portfolio of services. We believe that 
attractive acquishion candidates exist primarily as a resuh ofthe highly fragmented nature ofthe 
industry, the inability of many companies to expand and modemize due to coital constraint and the 
deshe of owners of acquisition candidates fbr liquidity. We also beUeve that our fmancial strength and 
experienced management te^n will be attractive to acquisition cmididates. 

With the stabilization of several ofour markets and our margin enhancement initiatives, we 
continue to see our gross margms generally improve. We contmue to focus on the elements ofthe 
business we can control, including cost confrol, the margins we accept on projects, coUecting 
receivables, ensuring quaUty service and rightsizmg initiatives to match the markets we serve. These 
nutiatives include alignmg our workforce with our current revenue base, evaluating opportunities to 
reduce the number of field offices and evaluating our non-core assets for potential sale. Such 
initiatives, together with reaUgnments associated with the integration of any future acquishions, could 
result in future charges related to, among others, severance, facilities shutdown and consolidation, 
property disposal and other exh costs. 

Capital expenditures m 2007 are expected to be approximately S60.0 miUion, A majority ofthe 
expenditures will be for operating equipment. We expect expenditures for 2007 to be fimded 
substantially through internal cash flows or to the extent necessary, fiwn cash on hand. 

We believe that we are adequately positioned to capltaUze upon opportunities in the industries we 
serve because of our proven fuU-service operatir^ units with broad geographic reach, financial 
capability and technical e^qiertise. Additionally, we believe that these industry opportunities and ttends 
wUI increase the demand for our services; however, we carmot predict the actual timing or magnitode 
ofthe impact on us of these opportunities and ttends. 

Recent Developments 
On Febniary 26,2007, we received notice from the Intemal Revenue Service that h has concluded 

its audit ofour fax returns ior tax years 2000 through 2004, We were not requhed to make any 
addhional payments. As a resuh, we are evaluatmg our allowance for tax conthigencies to determine 
the amoimt by which the allowance should be reduced, although we currently cannot determine the 
amount ofthe reduction. We anticipate, however, that the amount ofthe reduction may be material to 
and positively impact our results of operations in the period in which the reduction is recorded, which 
we expect to occur in the first quarter of 2007. See Note 6 to our consolidated financial statements 
included in Item 8 hereof 

Uncertainty of Forward-Looldng Statements and Information 

This Annua! Report on Form 10-K includes statements reflecting assumptions, expectations, 
projections, mtentions or beliefs about future events that are intended as "forward-lookmg statements" 
under tiie Ptivate Securities Litigation Reform Act of 1995. You can identity these statements by the 
fact that they do not relate strictiy to historical or cunent facts. They use words such as "anticipate,'* 
"estimate," "project," "forecast," "may," 
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"will," "should," "could," "expect," "believe," "intend" and other words of similar meaning. In 
particular, these include, but are not limited to, statements relating to the following: 

• Projected operatmg or fmancial results; 

• The effects of any acquisitions mid divestitures we may make; 

• Expectations regarding our business outlook and capital expenditures; 

• The effects of competition in our markets; 

• The benefits of tiie Energy Policy Act of 2005; 

• The current economic condhions and frends in the industties we serve; and 

• Our ability to achieve cost savings. 

These forward-looking statements are not guarantees of future performance and involve or rely on 
a number of risks, uncertamties, and assumptions that are difScult to predict or beyond our control. 
We have based our forward-looking statements on our mmiagement's beliefs and assumptions based 
on information avaUable to our management at the tnne the statements are made. We caution you that 
actual outeomes and results may differ materially from what is expressed, implied or forecasted by our 
forward-looking statements and that any or all ofour forward-looking statements may turn out to be 
wrong. They can be affected by inaccurate assumptions and by known or unknown risks and 
uncertainties, including the following: 

Quarterly variations in our operating results; 

Adverse charges in economic condhions and trends in the markets served by us or by our 
customers; 

(>ur ability to effectively compete for market share; 

Our ability to generate intemal growth; 

Potential failure ofthe Energy Policy Act of 2005 to result in increased spending on the 
electrical power transmission infrastructure; 

Our ability to successfully identify, complete and integrate acquisitions; 

Estimates and assumptions in determining our financial results; 

The fmancial distress ofour casualty insurance carrier tiiat may requhe payment for losses that 
would otherwise be insured; 

Esthnates relating to our use of percentage-of-completion accounting; 

Our dependence on fixed price contracts and the potential to incur losses with respect to diose 
contracts; 

Liabilities for claims that are not self-insured or for clahns that our casualty insurance canier 
feils to pay; 

Potential liabiUties relating to occupational health and safety matters; 

The adverse hnpact of goodwill impairments; 

Our ability to effectively integrate the operations of busmesses we acquhe; 

The inability ofour customers to pay for services following a bankruptcy or otiier fmancial 
difficulty; 

Ri^id technological and structural changes that could reduce the demand for the services we 
provide; 

Our ability to obtam performance bonds; 

Cancellation provisions withm our contracts and die risk that conttacts expire and are not 
renewed or are replaced on less fevorable terms; 

Retention of key persoimel and qualified employees; 

The impact ofour unionized workforce on our operations and on our ability to complete future 
acquisitions; 

inhtml:file://C:\Documeiits%20and%20Settings\ruimnelj\Local%20Settmgs\Temporary%20... 4/3/2007 

file://C:/Documeiits%20and%20Settings/ruimnelj/Local%20Settmgs/Temporary%20


elOvk Page 65 of 120 

39 

mhtml:file://C:\Docutnerits%20and%20Settings\rummelj\Local%20Settmgs\Temporary%20... 4/3/2007 

file://C:/Docutnerits%20and%20Settings/rummelj/Local%20Settmgs/Temporary%20


elOvk Page 66 of 120 

Table of Contente 

• Our ability to attract skUled labor and the potential shortage of skilled employees; 

• Our growth outpacmg our mfi-astructure; 

• Potential exposure to envhonmental liabiUties; 

• Risks associated with expanding our business m mtemational markets; 

• Requirements relating to governmental regulation and changes there to; 

• Our ability to contmue to meet the requirements ofthe Sarbanes-Oxley Act of 2002; 

• The cost of borrowing, avaUabUity of credh, debt covenant compliance and other factors 
affectmg our fmancing activities; 

• The potential conversion ofour outstanding 4.5% Notes into cash and/or common stock; and 

• The other risks and uncertamties as are described under Item lA "Risk Factors" in this report on 
Form 10-K and as may be detailed fiwn time to time in our other public fUmgs with tiie SEC. 

AU ofour forward-looking statements, whether written or oral, are expressly qualified by these 
cautionary statements and any other cautionary statements that may accompany such forwarti-lookir^ 
statements or that are otherwise included in this report. In addition, we do not undertake and expressly 
disclaim any obUgation to update or revise any forward-Iookir^ statements to reflect events or 
circumstances after the date of this report or otherwise. 

ITEM 7 A. Quantitative and Qualitative Disclosures About Market Risk 

We are exposed to certam market risks related to the unpact of changes in interest rates and 
changes in the market price ofour stock. The adverse effects of potential changes in these market risks 
are discussed below. The sensitivity analyses presented below do not consider the effects that such 
adverse changes may have on overaU economic activity nor do they consider additional actions we 
may take to mitigate our exposure to such changes. Actual resuhs may differ. Management is actively 
involved in morutoring exposure to maritet risk and continues to develop and utilize appropriate risk 
management techniques. Management does not generally use derivative fmancial instruments for 
tradmg or to speculate on changes in interest rates or commodity prices. 

Interest Rate Risks. Our exposure to market rate risk for changes in interest rates relates to our 
convertible subordinated notes. TTie fah market value ofour fixed rate convertible subordmated notes 
is subject to interest rate risk and market risk due to the convertible feature ofour convertible 
subordinated notes. Generally, the fah market value of fixed interest rate debt wiU increase as interest 
rates fell and decrease as interest rates rise. The fah market value ofour convertible subordmated 
notes will also mcrease as tiie market price ofour stock increases and decrease as the market price 
fells. The interest and mmket value changes affect the fah market value ofour convertible 
subordinated notes but do not impact theh carry hig value. As of December 31,2005 and 2006, the fair 
value ofour fixed-rate debt of $444.8 million and $447.0 million was approxmiately $520.1 million 
and $692,2 million, based upon current market prices. 
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REPORT OF MANAGEMENT 

Management's Report on Financial Information and Procedures 

The accompanyir^ financial statements of Quanta Services, Inc. and hs subsidiaries were prepared 
by management These financial statements were prepared in accordance with accoimting principles 
generally accepted m tiie Umted States, apply mg certain estimates and judgments as requhed. 

Our management, including our Chief Executive Officer and Chief Financial Officer, does not 
expect that our disclosure controls or our mtemal ccmtrol over fmancial reporting will prevent or 
detect all errors and all fi-aud. A conhol system, no matter how well designed and operated, can 
provide otUy reasonable, not absolute, assurance that the confrol system's objectives will be met. The 
design of a control system must reflect the fact that there are resource constraints, and the benefits of 
controls must be considered relative to theh costs. Further, because ofthe inherent limitations in aU 
control systems, no evaluation of confrols can provide absolute assurance that misstatements due to 
enor or fraud will not occur or that aU conttol issues and mstances of fi-aud, if any, within the 
company have been detected. These inherent limitati(ms include the realities that judgments m 
decision-making can be faulty and that bre^downs can occur because of simple enors or mistakes. 
Controls can also be circumvented by the individual acts of some persons, by collusion of two or more 
people, orby management override ofthe controls. Thedesignof any system of conttols is based in 
part on certain assumptions about the likelihood of future evente, and there can be no assurance that 
any d e s ^ will succwd in achievmg hs stated goals under aU potential futtne conditions. Over trnie, 
conttols may become inadequate because of changes in condhions or deterioration m the degree of 
compliance witii policies or procedures. 

Management's Report on Internal Control Over Financial Reporting 

Our management is responsible for estabUshing and maintaining adequate intemal control over 
financial reporting as defined in Rule 13a-15(f) under the Securities Exch^ge Act of 1934. Our 
intemal conttol over financial reporting is a process designed to provide reasonable assurance 
regarding the reUabUity of fmancial reporting and the preparation of our consolidated financial 
statements for external purposes in accordance widi U.S. generally accepted accounting principles. 
Intemal conttol over financial reporting includes those policies and procedures tiiat (i) pertain to the 
mamtenance of records that in reasonable detail accurately and fehly reflect the ttansactions and 
dispositions ofthe assets ofthe company; (U) provide reasonable assurance that transactions are 
recorded as necessary to permh preparation of fmancial statements in accordance with U.S. generally 
accepted accounting principles, and diat receipts and expenditures ofthe company are being made 
only in accordance with authorizations of management and dhectors ofthe company; and (Ui) provide 
reasonable assurance regarding prevention or timely detection of unauthorized acquisiticm, use or 
disposhion ofthe company's assets that could have a material effect on the financial statements. 

Under the supervision and with the participation ofour management, including our Chief 
Executive Officer and Chief Financial Officer, we have conducted an evaluation ofthe effectiveness 
ofour intemal control over financial reporting based upcm the criteria estabUshed m Internal 
Control — Integrated Framework issued by the Committee of Sponsoring Organizations ofthe 
Treadway Commission. Based on this evaluation, our management has concluded that our intemal 
control over financial reporting was effective as of December 31,2006 to provide reasonable 
assurance regarding the reliability of financial reportmg and the preparation of financial statements for 
extemal reporting purposes in accordance witii U.S. generally accepted accounting principles. 

Because of its mherent Ihnitations, a system of internal control over financial reportmg can 
provide only reasonable assurances and may not prevent or detect misstatements. Also, projections of 
any evaluation of effectiveness to future periods are subject to die risk that controls may become 
inadequate because of changes in conditions, or that the degree of compliance with policies and 
procedures may deteriorate. 

Management's assessment ofthe effectiveness of our mtemal control over fmancial reportmg as 
of December 31,2006 has been audited by PricewaterhouseCoopers LLP, an independent registered 
public accounting fum, as stated in theh report, which appears on die foUowing page. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors and Stockholders 
Quanta Services, Inc, 

We have completed integrated audhs of Quanta Services, Inc.'s consoUdated fmancial statements 
and of its mtemal control over financial reporting as of December 31,2006, in accordance witii the 
stand^ds ofthe Public Company Accounting Oversight Board (United States). Our opinions, based on 
our audits, are presented below. 

ConsoUdated fmancial statements 

In our opinion, the consolidated fmancial statements listed in tiie accompanying mdex, present 
fairly, m all material respects, the fmancial position of (Quanta Services, Inc. and hs subsidiaries at 
December 31,2006 and 2005, and the resuhs of theh operations aid theh cash flows for each ofthe 
three years in die period ended December 31,2006 in conformity with accounting principles generally 
accepted in the United States of America. These financial statements are the respoiKibiUty ofthe 
Company's management. Our responsibiUty is to express an opmion on these financial statements 
based on our audits. We conducted our audits of these statements in accordance with the standards of 
the Public Company Accounting Oversight Board (United States). Those standards requhe that we 
plan and perform the audit to obtain reasonable assurance about whether tiie financial statemente are 
fi-ee of material misstatement. An audh of fmancial statements includes examming, on a test basis, 
evidence supporting the amounts and disclosures in the financial statement, assessmg the accounting 
principles used and significant estimates made by management, and evaluating the overaU financial 
statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

Intemal control over financial reportmg 

Also, m our opinion, management's assessment, included in Management's Report on Intemal 
Control over Financial Reporting, which appears on die precedmg page, ^at the Company maititamed 
effective intemal control over fmancial reportmg as of E>ecember 31,2006 based on criteria 
established in Intemal Control — Integrated Framework issued by the Committee of Sponsoring 
Organizations ofthe Treadway Commission (COSO), is fehly stated, m all material respecte, based on 
those criteria. Furthermore, in our opinion, the Company maintained, m all material respects, effective 
intemal conttol over financial reporting as of December 31, 2006, based on criteria established in 
Internal Control — Integrated Framework issued by COSO. The Company's management is 
responsible for maintainmg effective intemal control over financial reportmg and for its assessment of 
the effectiveness of mtemal control over financial reporting. Our responsibility is to express opmions 
on management's assessment and on the effectiveness ofthe Company's intemal control over 
fmancial reporting based on our audit. We conducted our audh of mtemal control over fmancial 
reporting m accordance with the standards ofthe Public Company Accountmg Oversight Board 
(United States). Those standards require that we plan and perform the audh to obtam reasonable 
assurance about whether effective intemal control over firWcial reportmg was maintained in all 
material respects. An audit of internal control over financial reporting mcludes obtaining an 
understanding of internal control over fmancial reporting, evaluating management's assessment, 
testing and evaluating the design and operating effectiveness of intemal conttol, and performmg such 
other procedures as we consider necessary m die chcumstances. We believe that our audh provides a 
reasonable basis for our opmions. 
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A company's interna] control ovo" fmancial reporting is a process designed to provide reasonable 
assurance regaitiing the reliability of financial reporting and the preparation of firumcial statements for 
external piuposes in accordance with generally accepted accoimting principles. A company's intemal 
control over fmancial reporting includes tiiose policies and procedures that (i) pertain to the 
maintenance of records that, m reasonable detail, accurately and fahly reflect the transactions and 
dispositions ofthe assets ofthe company; (ii) provide reasonable assurance that transactions are 
recorded as necessary to permh preparation of financial statements in accordance with generally 
accepted accoimting principles, and that receipts and expenditures of die company are being made 
only in accordance with authorizations of maiagement and dhectors ofthe company; and (iii) provide 
reasonable assurance regm-ding prevention or timely detection of unauthorized acquisition, use, or 
disposition ofthe company's assets that could have a material effect on the financial statements. 

Because of its inherent limitations, intemal conttol over financial reporting may not prevent or 
detect misstatements. Also, projections of any evaluation of effectiveness to future periods are subject 
to tile risk that controls may become inadequate because of changes m condhions, or that tiie degree of 
compliance with the policies or procedures may deteriorate. 

PricewaterhouseCoopers LLP 

Houston, Texas 
February 26,2007 
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QUANTA SERVICES, INC. AND SUBSIDIARIES 

CONSOLIDATED BALANCE SHEETS 
(In thousands, except share information) 

ASSETS 
Current Assets: 

Cash and cash equivalents 
Accounts receivable, net of allowances of $6,566 and $5,419, respectively 
Costs and estimated earnings in excess of billmgs on uncompleted 

contracts 
Inventories 
Prepaid expenses and other current assets 

Total current assets 
Property and equipment, net 
Accounte and notes receivable, net of aUowances of $42,953, respectively 
Other assets, net 
Goodwill and odier intangibles, net 

December 31, 
2005 

$ 304,267 $ 
431,584 

38,053 
25,717 
31,389 

831,010 
286,606 

15,229 
33,583 

388,357 

2006 

383,687 
507,761 

36,113 
28,768 
34,300 

990,629 
276,789 

7,815 
32,642 

331,282 
Total assets $1,554,785 $1,639.157 

LIABILITIES AND STOCKHOLDERS* EQUITY 
Current LiabiUties: 

Current matorities of long-term debt $ 2,252 $ 34,845 
Accounts payable and accmed expenses 241,811 270,897 
Billings in excess of costs and estimated earnings on uncompleted 

contracts 14.008 28,714 
Total cunent liabilities 258,071 334,456 

Long-term debt, net of cunent maturities 7,591 — 
Convertible suborduiated notes 442,500 413,750 
Deferred income taxes and otiier non-current UabiUties 142,885 161,868 

Total liabUities 851,047 910,074 
Commitments and Contmgencies 
Stockholders' Equity: 

Common stock, $.00001 par value, 300,000,000 shares audiorized, 
118,771,776 and 119,605,047 shares issued and 117,153,03S and 
117,618,130 shares outstandmg, respectively — — 

Lhnited Vote Common Stock, $.00001 par value, 3,345,333 shares 
authorized, and 1,011,780 and 915,805 shares issued and outstanding, 
respectively — — 

Additional paid-in capittd 1,096,795 1,103,332 
Deferred compensation (6,448) — 
Accumulated defidt (369,122) (351,639) 
Treasury stock, 1,618,738 and 1,986,917 common shares, at cost (17,487) (22,610) 

Total stockholders' equity 703,738 729,083 
Total liabilities and stockholders' equity $1,554,785 $1,639,157 

The accompanying notes are an integral part of these consolidated financial statements. 
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QUANTA SERVICES, INC. AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF OPERATIONS 
(In thousands, except per share information) 

Revenues 
Cost of services (mcluding depreciation) 

Gross profit 
Setting, general and administrative expenses 
Goodwill impairment 

Income from operations 
Other mcome (expense); 

Interest expense 
Interest income 
Gain on early extinguishment of debt, net 
Other, net 

Income (loss) before income taxes 
Provision (benefit) for income taxes 
Net mcome (loss) 

Earnings (loss) per share: 
Basic earnings (loss) per share 

Diluted earnings (loss) per share 

Shares used in computing eammgs (loss) per share: 
Basic 

DUuted 

Year Ended Deetmber 31, 
2004 2005 2006 

$1,626,510 $1,858,626 $2,131,038 
1,445,119 1,601,878 1,815,222 

181,391 256,748 315,816 
171,537 188,203 183,002 

— — 56,812 
76,002 9,854 68,545 

(25,067) (23,949) (26,823) 
2,551 

17 

7,416 

235 

13,924 
1,598 

425 
(12,645) 
(3,451) 

52,247 
22,690 

65,126 
47,643 

$ (9,194)$ 29,557 $ 17.483 

$ (0,08) $ 0.26 $ 0.15 

$ (0,08) $ 0.25 $ 0.15 

117,027 

114,441 116,634 117,863 

114,441 115,756 

The accompanying notes are an integral part of these consolidated financial statements. 
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QUANTA SERVICES, INC. AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS O F CASH F L O W S 
(In thousands) 

Year Ended Dftcember 31, 
2004 2005 2006 

S (9,194)$ 29,557 $ 17,483 

— 
60,356 
3,508 

924 
359 
— 

(13,080) 
4,632 

— 

— 
55,406 

3,654 
3,515 
1,988 

— 
8,797 
4,973 

— 

56,812 
49,767 

6,473 
(733) 

1,587 
(2,088) 
(1,666) 
6,038 

(3,875) 

31,060 (80,053) (70,350) 

Cash Flows from Operating Activities: 
Net income (loss) attributable to common stodt 
Adjustments to reconcile net income (loss) attributable to common stock to 

net cash provided by operating activities — 
Goodwill impairment 
Depreciation and amortization 
Amortization of debt issuance costs 
Loss (gain) on sale of property and equipment 
Provision for doubtful accounts 
Gain on early extinguishment of debt 
Deferred income tax provision (benefit) 
Non-cash stock-based compensadtMi 
Tax impact of stock-based equity awar^ 
Changes In operating assets and liabilhies, net of non-cash transactions — 

(Increase) decrease in — 
Accounts and notes receivable 
Costs and estimated earnings in excess of billings on uncompleted 

contracts 
Inventories 
Prepaid expenses and other current assets 
Increase (decrease) in — 
Accounts payable and accrued expenses and other non-current liabilities 
BiUings in excess of costs and estimated earnings on uncompleted 

contracts 
Other, net 

Net cash provided by operatii^ activities 
Cash Flows from Investing Activities: 

Proceeds from sale of property and equipment 
Additions of property and equipment 
Cash released for self-insurance programs 
Purchases of short-term investments 
Proceeds from the sale of short-term investments 

Net cash used in investing activities 
Cash Flows from Financing Activities: 

Borrowings under credit facility 
Payments under credit facility 
Proceed fixsn other long-term debt 
Payments on other long-term debt 
Debt issuance and amendment costs 
Issuances of stock 

Tax impact of stock-based equity awards 
Exercise of ^ock options 

Net cash used in financing activities 
Net Increase in Cash and Cash Equivalents 
Cash and Cash Equivalents, beginning of year 
Cash and Cash Equivalents, end of year 

Supplemental Disclosure of Cash Flow Information: 
Cash (paid) received during the year for — 

Interest paid 
Income tax paid 
Income tax refunds 

The accompanyit^ notes are an integral part of these consolidated fmancial statements. 

2,385 
(2,450) 
27,868 

39,316 

(5,949) 
4,345 

144,080 

4,884 
(38,971) 

8,943 

(25,144) 

(35,200) 
4,898 

(4,684) 
(1,234) 
3,048 

170 
(33,002) 
85,934 

179,626 
$265,560 

3,904 
(6,868) 

113 

55,008 

2,842 
(406) 

82,430 

12,000 
(42,556) 

(30,556) 

14,000 
(27,300) 

1,244 
(6,200) 

(41) 
4,284 

846 
(13,167) 
38,707 

265,560 
£304,267 

1,940 
(3,051) 

(739) 

48,218 

14,706 
118 

120,640 

9,972 
(48,452) 

511,655 
(511,655) 

(38,480) 

(7,500) 
148,228 

(142,388) 
(5,966) 

3,875 
1,011 

(2,740) 
79,420 

304,267 
R 383,687 

$(21,128)$(16,859) $ (22,686) 
(1,014) (2,403) (25,667) 
31,305 1,058 2,226 
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QUANTA SERVICES, INC. AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF STOCKHOLDERS* EQUITY 
(In thousands, except share information) 

Balance, 
December 31, 
2003 
Issuances of 

stock under 
ESPP 

Conversion of 
Limited 

Common Stock 
Shares Amount 

115,499,775 $ — 

537,479 — 

Vote Common 
Stock to 
common 
stock 

Restricted 
stock 
activity 

Stock options 
exercised 

Income tax 
benefit 
fix)m long-
term 
mcentive 
plans 

Otiier 
Net (loss) 

Balance, 
December 31, 
2004 
Issuances of 

stock under 
ESPP 

Restricted 
Stock 
activity 

Stock options 
exercised 

Income tax 
benefit 
from loi^-
term 
incentive 
plans 

Otiier 
Net income 

Balance, 
December 31, 
2005 
Conversion of 

Limited 

55,970 — 

5,977 — 

28,350 — 

— — 
— — 
— — 

116,127,551 — 

674,759 — 

238,800 — 

111,928 — 

— — 
— — 
— — 

117,153,038 — 

Vote Common 
Stock to 
common 
stock 95,975 — 

Common Stock 
Shares Amount 

1,067,750 $ — 

— — 

(55,970) — 

— — 

— — 

— — 
— — 
— — 

1,011,780 — 

— — 

— — 

— — 

— — 
— — 
— — 

1,011,780 — 

(95,975) — 

Paid-in 
Capital 

$1,071,701 

3,048 

— 

4,497 

170 

2,574 
1,806 

— 

1,083,796 

4,284 

4,204 

846 

2,011 
1,654 

— 

1,096,795 

— 

DefetTcd Accumulated Treasury Stockfaoli 
Compensation Deficit Stock Equit 

$ (7,359) $ (389,485) $(11,725) $ 663, 

— — — 3, 

— — — 

142 — (2,928) L 

— — — 

— — — 2, 
— — — J 
— (9,194) — (9̂  

(7,217) (398,679) (14,653) 663, 

— — — 4. 

769 — (2,834) 2, 

— — — 

— — — 2, 
— — — 1, 
— 29,557 — 29, 

(6,448) (369,122) (17,487) 703, 

— — — 
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Adoption of 
SFAS 123 
(R) 

Restricted 
stock 
activity 

Stock options 
exercised 

Income tax 
benefit 
from long-
temi 
incentive 
plans 

Otiier 
Net income 

235,040 — 

134,077 — 

Balance, 
December 31, 
2006 117,618,130 

(6,448) 

6,038 

1,011 

— — 3,875 
— — 2,061 

6,448 

Page 76 of 120 

— (5,123) 

17,483 

— — 3. 
— — 2. 

— 17. 

915,805 $ ^ $1,103,332 $ — $ (351,639) $(22,610) $ 729, 

The accompanying notes are an integral part of these consolidated financial statements. 
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QUANTA SERVICES, INC. AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
QUANTA SERVICES, INC. AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued) 

1. BUSINESS AND ORGANIZATION: 

Quanta Services, Inc. (Quanta) is a leading provider of specialized contractmg services, offering 
end-to-end network solutions to the electric power, gas, telecommunications and cable television 
mdustries. Quanta's comprehensive services include designing, installing, repairing and maintaining 
network infi-astructure. 

In the course of its operations, (Juanta is subject to certain risk fectors mcluding, but not limited 
to, risks related to significant fiuctuations in quarterly results, economic downturns, competition, 
internal growth and operating sfrategies, hnpact of die Energy Policy Act of 2005, identification, 
completion and integration of acquisitions, use of estimates and ̂ sumptions in determinii^ financial 
results, recoverability of goodwill, being self-insured against potential liabilhies or for clahns that 
Quanta's msurance carriers fell to pay, occupational health and safety matters, use of 
percentage-of-completion accountmg, unfavorable contiact terms, collectibility of receivables, rapid 
technological and structural changes in the industries Quanta serves, ^ility to provide surety bonds, 
replacmg canceled or completed contracts, dependence on key persoimel, unionized workforce, 
availabiUty of qualified employees, management of growth, potential exposure to envhonmental 
liabilities, operations in intemational markets, the pursuit of work in the government arena, the 
requirements ofthe Sarbanes-Oxley Act of 2002, access to capital and the convertibility of Quanta's 
convertible subordmated notes. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 

Principles of Consolidation 

The consolidated fmancial statements of Quanta include the accounts of Quanta and its wholly 
owned subsidiaries. All significant intercompany accoimts and ttansactions have been eliminated m 
consolidation. Unless the context requires otiierwise, references to Quanta include Quanta and its 
consolidated subsidiaries. 

Reclassifiaaiofts 

Certain reclassifications have been made in prior years' financial statemente to conform to 
classifications used in the current year. 

Use of Estimates and Assumptions 

The preparation'of fmancial statements m conformity with accouming principles generally 
accepted m the United Statra requhes tiie use of esthnates and assumptions by management m 
determmmg the reported amounts of assets and liabilities, disclosures of contingent assets and 
liabilities known to exist as ofthe date the fmancial statements are published and the reported amount 
of revenues and expenses recognized during the periods presented. (Quanta reviews all significant 
estimates affecting its consolidated financial statements on a recurring basis and records the effect of 
any necessary adjustments prior to theh publication. Judgments and estimates are based on Quanta's 
beliefs and assumptions derived from information available at the time such judgments and estimates 
are made. Uncertainties with respect to such estimates and assumptions are inherent in the preparation 
of fmancial statements. Estimates are primarily used in Quanta's assessment of&ie allowance for 
doubtful accounts, valuation of inventory, useful Uves of property and equipment, fah value 
assumptions in analyzing goodwill and long-lived asset hnpairments, self-insured claims UabiUties, 
forfeiture estimates relating to stock-based compensation, revenue recognition under 
percentage-of-completion accountmg and provision for mcome taxes. 

Cash and Cash Equivalents 

Quanta considers all highly liquid investments purchased with an origmal maturity of tiu-ee 
months or less to be cash equivalents. 
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QUANTA SERVICES, INC. AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued) 

Short-Term Investment 

(Quanta held no short-term investments as of December 31,2005 or 2006; however, during 2006, 
Quanta invested from time to time in viable rate demand notes (VRDNs), which are classified as 
short-term investments available for sale when held. The income from VRDNs is tax-exempt to 
Quanta. 

Current and Long- Term Accounts and Notes Receivable and Allowance for Doubtful Accounts 

(Quanta provides an allowance for doubtful accounte when collection of an account or note 
receivable is considered doubtful. Inherent in the assessment ofthe allowance for doubtful accounts 
are certain judgments and estimates mcludhig, among others, the customer's access to capital, the 
customer's willingness or ability to pay, general economic condhions and the ongoii^ relationship 
witii die customer. Under certain chcumstances such as foreclosures or negotiated settlements, Quanta 
may taketitie to the underlying assets in lieu of c^h in settlement of receivables. As of December 31, 
2006, Quanta had allowances for doubtfiil accounts of approximately $48.4 million, Certam of 
(Quanta's customers, several of them large public telecommunications carriers and utility customers, 
have experienced financial difficulties m recent years. Should any major customers continue to 
experience difficulties or file for bankmptcy, or should anticipated recoveries relatmg to receivables m 
existing bankniptoies or otiier woricout situations fail to materialize. Quanta could experience reduced 
cash flows and losses m excess of current allowances provided. In addition, material changes m 
Quanta's customers' revenues or cash flows could affect hs ability to collect amounts due from them. 

The balances billed but not paid by customers pursuant to retainage provisions m certain contracts 
will be due upon completion ofthe contracts and acceptance by the customer. Based on Quanta's 
experience with similar conttacts in recent years, the majority of tiie retention balances at each balance 
sheet date will be collected within the subsequent fiscal year. Current retainage balances as of 
December 31,2005 and 2006 were approximately $30.8 million and $39.0 million, and are included in 
accounts receivable. 

Due to contractual provisions, certam balances, though die earnings process is complete, are not 
billable to customers until defined milestones are reached. These balances are considered to be 
unbilled receivables and are included in accounts receivable at year-end. At December 31,2005 and 
2006, these balances were approxhnately $61.9 million and $92.9 million. 

hiciuded in accounts and notes receivable are amounts due from a customer relating to tiie 
construction of mdependent power plants. During the fhst quarter of 2006, the underlymg assets which 
had secured these notes receivable were sold pursuant to liquidation proceedings and the net proceeds 
are being held by a trustee. The final collection of amounts owed to Quanta are subject to fiirther legal 
proceedings. Quanta had allowances for a significant portion of these notes receivable. Also included 
in accounts and notes receivable as of December 31,2005 and 2006 are $4.2 million and $2.4 million 
in retainage balances with settlement dates beyond die next twelve months. 

During 2004, C^anta sold its prepetition receivable due irom Adelphia Communications 
Corporation and hs affiliated companies (Adelphia) to a thhd party witii $6.0 million ofthe proceeds 
held by the buyer pending die resolution of certam preferential payment clahns. As of December 31, 
2005, this balance was mcluded m accounts and notes receivable. During the tiurd quarter of 2006, die 
preferential payment clahns were settled and Quanta collected the $6.0 million. 

Concentration of Credit Risk 

Quanta ^-ants credh under normal payment terms, generally without collateral, to its customers, 
which mclude electric power and gas companies, telecommunications and cable television system 
operators, governmental entities, general conttactors, and builders, owners and managers of 
commercial and industrial properties located primarily in the United States. Consequently, (Quanta is 
subject to potential credit risk related to changes m busmess and economic fectors throughout the 
United States; however, (Quanta generally has certam statutory hen rights with 
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QUANTA SERVICES, INC. AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued) 

respect to services provided. No customer accounted for more than 10% of revenues for the years 
ended December 31,2004,2005 or 2006. 

Inventories 

Inventories consist of parts and supplies held for use in the ordinary course of business and are 
valued by Quanta at the lower of cost or maricet primarily using the fttst-in, fttst-out (FIFO) method. 

Property and Equipment 

Property and equipment are stated at cost, and depreciation is computed using the straight-line 
method, net of esthnated salvage values, over die estimated useful lives of die assets. Leasehold 
improvements are capitalized and amortized over the lesser of die life of the lease or the esthnated 
usefiil life ofthe asset. Dqjreciation and amortization expense related to property and equipment was 
^proxhnately $59.7 million, $55.0 million and $49.4 milUon for the years ended December 31, 2004, 
2005 and 2006, respectively. 

Expenditures for repairs and mamtenance are charged to expense when incurred. Expenditures for 
major renewals and betterments, which extend the useful lives of existing equipment, are capitali;ffid 
and depreciated. Upon rethement or disposition of property and equipment, the cost and related 
accumulated depreciation are removed irom the accounts and any resuhing gain or loss is refiected m 
sellmg, general and administrative expenses. 

Management reviews long-lived assets for impairment whenever events or changes in 
circumstances indicate that the canying amount may not be realizable. If an evaluation is required, fah 
value would be determined by estimating the future undiscounted cash fiows associated with the asset 
and comparing it to ̂ e asset's carrying amount to determine if an impairment of such asset is 
necessary. The effect of any hnpairment would be to expense the difference between the feh value of 
such asset and its carrying value. 

Debt Issuance Costs 

As of December 31,2005 and 2006, caphalized debt issuance costs related to Quanta's credit 
facility and convertible suborduiated notes were included in other assets, net and were being amortized 
into interest ejq>ense over tiie terms ofthe respective agreements giving rise to the debt issuance costs. 
As of December 31, 2005 and 2006, c^iitalized debt issuance costs were $19.1 milUon and 
$14.9 million with accumulated amortization of $10.3 million and $6.6 miUion. For the years ended 
December 31,2004,2005 and 2006, amortization expense was $3.5 miUion, $3.6 million and 
$3.2 million, respectively. 

Quanta mcurred $4.0 mUlion m debt issuance costs in the second quarter of 2006 related to its 
issuance of its 3.75% convertible subordinated notes. These costs were capitalized and are being 
amortized over seven years until April 30,2013, the date ofthe note holders' fhst put option as 
discussed in Note 5. During the second quarter of 2006, Quanta also capitalized $2.0 mUlion in 
connection with the amendment and restatement of its credh faciUty. Upon the amendment and 
restatement of Quanta's credit facility, the obligations under the prior facility were terminated and 
related unamortized debt issuance costs in the amount of approximately S2.6 mUlion were expensed in 
2006 and included in interest expense as discussed m Note 5. In addition, during the second quarter of 
2006, Quanta repurchased a portion of hs 4.0% convertible subordinated notes, and as a result. Quanta 
expensed $0.7 mUlion m unamortized debt issuwice costs as interest expense as discussed in Note 5. 

GoodwiU and Other Intangible 

In accordance with Statement of Financial Accounting Standards (SFAS) No. 142, "Goodwill and 
Other Intangible Assets," material amounts of recorded goodwill atttibutable to each of Quanta's 
reporting units are tested for impahment by comparing die feh value of each reporting unh with its 
carrying value. Fah value is determined using a combination ofthe discounted cash flow, market 
multiple and m^ket capitalization valuation approaches. 
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QUANTA SERVICES, INC. AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued) 

Significant estimates used in the above methodologies include estimates of fiiture cash flows, future 
short-term and long-term growth rates, weighted average cost of capital and estimates of market 
multiples for each of die reportable units. On an ongomg basis, absent mipairment indicators. Quanta 
performs impairment teste annuaUy during the fouitii quarter. SFAS No. 142 does not allow increases 
in the carrying value of reporting units that may result from Quanta's mipairment test, therefore 
(Quanta may record goodwill hnpairments in the future, even when the aggregate fah value of 
Quanta's reporting units and Quanta as a whole may increase. 

During 2006, as part ofour annual test for goodwiU impahment, goodwUI of $56.8 miUion was 
written off as a non-cash operating expense. The goodwill impairment is associated with a decrease in 
the expected future demand for the services of one ofour businesses, which has historically served the 
cable television industry. le television industry. 

A summaiy of changes in (^anta's goodwill is as follows (in thousands): 

Veil Year Ended December 31 
2004 2005 2006 

Balance, January 1 $387^7 $387,307 $387,307 
Impahment ^ ^ (56,812) 
Balance. December 31, $387,307 $387,307 $330,495 

(Quanta has an intangible asset of $2.1 miUion related to certain customer relationships. The 
estimated life of this intangible asset is eight years with amortization expense of $0.3 milUon in each 
ofthe years ended December 31,2004,2005 and 2006, respectively, and accumulated amortization as 
of December 31,2005 and 2006 was approximately $1.1 million and $1.3 milUon. Estimated annual 
amortization expense for future periods is ̂ proximately $0.3 milUon through December 31, 2009. 

Revenue Recognition 

Quanta recognizes revenue when services are performed except when work is being performed 
under a fixed price contract. Revenues from fixed price contracts are recognized using the 
percentage-of-completion metiiod measured by the percentage of costs incurred to date to total 
estimated costs for each contract. Such contracts generally provide that the customer accept 
completion of progress to date and compensate Quanta for services rendered, measured typically in 
terms of units installed, hours expended or some other measure of progress. Contract costs typically 
include aU direct material, labor and subcontractor costs and those indhect costs related to contract 
performance, such as indirect labor, suppUes, tools, repairs and depreciation costs. To the extent 
estimated coste exceed expected revenues, provisions for the total estimated losses on uncompleted 
contracts are made in the period in which such losses are determined. Changes m job performance, job 
conditions, estimated profitability and final contract settlements may result m revisions to costs and 
income and tiieh effects are recognized in the period in which the revisions are determmed. 

The current asset "Costs and estimated earnings in excess of billii^s on uncompleted conttacts" 
represents revenues recognized in excess of Eunounts billed. The current Uability "BUlings in excess of 
costs and estimated eamit^s on uncompleted contracts" represents biUings in excess of revenues 
recognized. 

Income Taxes 

(Quanta follows the liability method of accountmg for mcome taxes in accordance witii 
SFAS No. 109, "Accounting for Income Taxes." Under this method, deferted assets and liabilities are 
recorded for future tax consequences of temporary differences between the financial reporting and tax 
bases of assets and liabUhies, and are measmed using tiie enacted tax rates and laws that are expected 
to be in effect when the underlymg assets or liabilhies are recovered or settied. 
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Quanta regularly evaluates valuation allowances estabUshed for deferred tax assets for which 
fiiture realization is uncertain, and Quanta mamtains an allowance for tax contingencies that Quanta 
believes is adequate. The esthnation of requhed valuation allowances mcludes estimates of future 
taxable iocome. The ultimate realization of deferred tax assets is dependent upon the generation of 
fiiture taxable income during the periods in which those temporay differences become deductible. 
Quanta considered projected future taxable income and tax planning sttategies in makmg th^ 
assessment. If actual fiiture taxable income differs from estimates. Quanta may not realize deferred tax 
assets to the extent estimated. 

Collective Bargaining Agreements 

Certain of Quanta's subsidiaries are party to various collective bargainmg agreements with certain 
of theh employees. The agreements require such subsidiaries to pay specified wages and provide 
certam benefits to dieh union employees. These agreements expire at various times. 

Self-Insurance 

As of December 31,2006, Quanta was insured for employer's liabUity and general liability 
claims, subject to a deductible of $ 1.0 milUon per occurrence, and for auto liability and workers' 
compensation clahns, subject to a deductible of $2.0 milUon per occurrence. In addition, beginning 
August 1,2006, Quanta has been subject to an addhional cumulative aggregate liability of up to 
$2.0 milUon on workers' compensation claims in excess of $2.0 million per occurrence per poUcy 
year. Quanta also has an employee health care benefits plan for employees not subject to coUective 
bargaining agreements, which is subject to a deductible of $250,000 per claimant per year. Losses are 
accrued based upon Quanta's estimates ofthe uhimate liabiUty for claims reported and an estimate of 
claims mcurred but not reported, with assistance from a thhd-party actuary. The accruals are based 
upon known facts and historical trends and management believes such accruals to be adequate. As of 
December 31,2005 and December 31,2006, the gross amounts accrued for self-insurance claims 
totaled $99.5 million and $117.2 miUion, with $64.4 million and $73.4 milUon considered to be long-
term and included in other non-current UabiUties. Related insurance recoveries/receivablra as of 
December 31,2005 and December 31,2006 were $6.3 milUon and $10.7 miUion, of which 
$3.3 milUon and $5.0 million are mcluded in prepaid expenses and other current assets and 
$3.0 million and $5.7 milUon are mcluded m other assets, net, 

Quanta*s casualty hisurance carrier for the policy periods from August 1,2000 to Februaiy 28, 
2003 is experiencmg financial distress but is currentiy paying valid clahns. In the event that tiiis 
msurer's financial situation deteriorates. Quanta may be requhed to pay certam obligations that 
otherwise would have been paid by this insurer. Quanta estimates that the total future claim amount 
that this msurer is currently obligated to pay on Quanta's behalf for the above-mentioned policy 
periods is approximately $6.2 million, and Quanta has recorded a receivable and corresponding 
liability for such amount as of December 31,2006. However, Quanta's estimate ofthe potential range 
of these future clahn amounts is between $3.6 mUUon and $8.5 mUlion. The actual amounts uhimately 
paid by Quanta related to these claims, if any, may vary materially from the above rai^e and could be 
hnpacted by further claims development and the extent to which tiie insurer could not honor its 
obligations. Quanta continues to monitor the fmancial situation of this insurer and analyze any 
alternative actions that could be pursued. In any event. Quanta does not expect any failure by this 
insurer to honor its obligations to (Quanta, or any alternative actions Quanta may pursue, to have a 
material adverse impact on (Quanta's fmancial condition; however, the impact could be material to 
Quanta's results of operations or cash flows in a given period. 

Fair Value of Financial Instruments 

The carrying values of cash and cash equivalents, accounts receivable, accounts payable, 
borrowings under the credit facility and notes payable to various financial institutions approximate fair 
value. The fah value ofthe convertible subordinated notes is estimated based on quoted secondary 
market prices for these notes as of year-end. At December 31,2005 and 2006, the fah value ofthe 
aggregate principal amount outstanding of (Quanta's 4.0% 
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convertible subordinated notes of $172.5 miUion and $33.3 million was approxmiately $163.0 million 
and $32.8 milUon. At December 31, 2005 and 2006, the feh value ofthe aggregate principal amount 
outstanding of (Quanta's 4.5% convertible subordinated notes of $270.0 mUlion was approximately 
$354,7 million and $496.1 million. At December 31,2006 die fah value ofthe aggregate principal 
amount outstanding of Quanta's 3.75% convertible subordinated notes of $143.8 million was 
approximately $163.3 million. 

Stock-Based Compensation 

Prior to January 1,2006, Quanta accounted for hs stock-based compensation awards under APB 
Ophuon No. 25, "Accounting for Stock Issued to Employees." Under tiiis accounting method, no 
compensation expense was recognized m the consolidated statements of operations if no intrinsic 
value ofthe stock-based compensation award existed at the date of grant. SFAS No. 123, "Accounting 
for Stock Based Compensation," which encouraged companies to account for stock-based 
compensation awards based on the feh value of die awards at the date they were granted, requhed 
disclosure as to what net income and earnings per share would have been had SFAS No. 123 been 
followed. Had compensation expense for ttansactions under the 2001 Stock Incentive Plan (as 
amended and restated March 13,2003) (the 2001 Plan) and tiie Employee Stock Purchase Plan, which 
was terminated in 2005, been detemiined consistent with SFAS No. 123, Quanta's net income and 
earnings per share for the years ended December 31,2004 and 2005 would have been reduced to the 
foUowing as adjusted amounts (in thousands, except per share mformation): 

Year Ended 
December 31. 

2004 2005 

Net income (loss) attiibutable to common Stock as reported $ (9,194) $29,557 
Add: stock-based employee compensation expense included in reported net 

mcome, net of tax 2,826 3,034 
Deduct: total stock-based employee compensation expense determined under 

feh value based method for all awards, net of tax (3,802) (4,591) 
Net income (loss) attributable to common stock — 

Asadjusted —basic and diluted $(10,170) $28,000 
Earnings (loss) per share — 

As reported —basic $ (0.08) $ 0.26 
As reported —diluted $ (0.08) $ 0.25 
Asadjusted —basic and diluted $ (0.09) $ 0.24 

Effective January 1,2006, Quanta adopted SFAS No. 123 (revised 2004), "Share-Based 
Paymenf' (SFAS No. I23(R)), using the modified prospective metiiod of adoption, which requhes 
recogtutjon of compensation expense for aU stock-based compensation beginning on the effective 
date. Under this method of accounting, c<Hnpensation cost for stock-based compensation awards is 
based on the feh value of tiie awaids granted, net of esthnated forfeitures, at flie date of grant. The 
resultmg compensation costs are recognized over the service period of each award as discussed in 
Note 8. In accordance witii the modified prospective method of adoption. Quanta has not adjusted 
consoUdated financial statements for prior periods. 

New Accounting Pronouncements 

In February 2006, the Financial Accounting Standards Board (FASB) issued SFAS No. 155, 
"Accounting for Certain Hybrid Financial Instruments — An Amendment of FASB Statements 
No. 133 and 140." SFAS No. 155 provides enthies with relief from havmg to separately determme the 
fair value of an embedded derivative that would otherwise be required to be bifiircated from its host 
confract m accordance with SFAS No. 133. SFAS No. 155 allows an entity to make an irrevocable 
election to measure such a hybrid fmancial instrument at fah value in its 
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entirety, with changes m feh value recognized in eamings. SFAS No. 155 is effective for all financial 
instruments acquired, issued or subject to a remeasurement event occurring after the beginning of an 
entity's firet fiscal year that begms after September 15,2006. Quanta does not beUeve that its adoption 
of SFAS No. 155 on January 1,2007 will have a material hnpact on Quanta's fmancial position, 
results of operations or cash flows. ' 

In July 2006, tiie FASB issued Interpretation No, 48, "Accounting for Uncertamty in Income 
Taxes, an interpretation of SFAS 109, Accounting for Income Taxes" (FIN 48). FIN 48 prescribes a 
comprehensive model for how companies should recognize, measure, present and disclose in tiieh 
financial statements uncertain tax poshions taken or expected to be taken on a tax retum. Under 
FIN 48, tax positions may be recognized in tiie financial statements when h is more Ukely than not the 
poshion will be sustained iqion exammation by the tax authorities. The amoimt recognized for such tax 
poshions is measured as the largest amount of benefit that is greater than 50 percent likely of being 
realized upon ultimate settlement. FIN 48 also revises disclosure requirements to mclude an annual 
tabular rollforward of unrecognized tax benefits. The provisions of tiiis mterpretation are requhed to 
be adopted for fiscal paiods beginning after December 15,2006. Quanta wUl be requhed to apply the 
provisions of FIN 48 to all tax positions upon mhial adoption with any cumulative effect adjustment to 
be recognized as an adjustment to accumulated deficit While Quanta has not completed its final 
evaluation ofthe impact of its January 1,2007 adoption of FIN 48, Quanta does not expect such 
adoption to have a material impact on its financial statements. 

In September 2006, tiie FASB issued SFAS No, 157, "Fah Value Measurements." SFAS No. 157 
defines fah value, establishes methods used to measure feh value and expands disclosure requirements 
about feir value measurements. SFAS No, 157 is effective for fmancial statements issued for fiscal 
years beghming after November 15,2007, and mterim periods withm those fiscal periods. Quanta is 
currently analyzmg the provisions of SFAS No. 157 and determinuig how it will affect its accounting 
policies and procedures and has not yet made a determmation ofthe hnpact that its January 1,2008 
adoption will have on its consolidated financial position, results of operations or cash flows. 

In September 2006, the Securities and Exchange Commission (SEC) issued Staff Accountmg 
Bulletm No. 108, "Considering the Effects of Prior Year Misstatemente when Quaitifying 
Misstatements in Current Year Fmancial Statements" (SAB 108), which provides guidance on the 
consideration ofthe effecte of prior year misstatements in quantifying current year misstatements for 
tiie purpose of a materiaUty assessment. SAB 108 requhes diat the materiality ofthe effect of a 
misstated amount be evaluated on each fmancial statement and die related fmancial statement 
disclosures, and that the materiality evaluation be based on quantitative and qualitative factors. 
SAB 108 is effective for fiscal years endmg after November 15,2006. Quanta adopted SAB 108 on 
December 31,2006, and tiiis guidance did not have a material hnpact on Quanta's financial poshion, 
results of operations or cash flows. 

la February 2007, flie FASB issued SFAS No. 159, "The Fah Value Option for Financial Assets 
and Fmancial LiabUities, including an amendment of FASB Statement No. 115". SFAS No. 159 
permits entities to choose to measure at feir value many financial instruments and certain otiier items 
that are not currently requhed to be measured at feh value. Um-ealized gains and losses on items for 
which the fah value option has been elected are reported m eammgs. SFAS No. 159 does not affect 
any existing accounting literature that requhes certain assets and liabilities to be earned at feh value. 
SFAS No. 159 is effective for fiscal years beginning after November 15,2007. Quanta wUl adopt 
SFAS No. 159 on January 1,2008, but has not yet determmed the rnipact, if any, on its consolidated 
financial statements. 

3. PER SHARE INFORMATION: 

Basic eamings (loss) per share is computed using the weighted average number of common shares 
outstanding during tiie period, and diluted eamings (loss) per share is computed using the weighted 
average number of common shares outstanding during the period adjusted for all potentially dilutive 
common stock equivalents, except m cases where the effect ofthe common stock equivalent would be 
antidilutive. The weighted average number of shares 
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used to compute the basic and diluted eammgs (loss) per share for the years ended 2004, 2005 and 
2006 is illustrated below (m thousands): 

$ 

s 

Year Ended December 31, 
2004 2005 

(9,194) $ 29,557 

(9,194) $ 29,557 

2006 

$ 17,483 

$ 17,483 

Net income (loss) 
Effect of convertible subordinated notes under the "if converted" 

method — interest expense addback, net of taxes 
Net mcome (loss) for diluted eammgs (loss) per share 
Weighted average shares outstandmg for basic eammgs (loss) per 

share, if dilutive 114,441 115,756 117,027 
Effect of dUutive stock options and restricted stock — 878 836 
Effect of convertible subordinated notes under the "if converted" 

method — weighted convertible shares issuable - - -^ ^ 
Weighted average shares outstanding for diluted eamings (loss) per 

share _ 114,441 116,634 117,863 

For the years ended December 31,2004,2005 and 2006, stock options for approximately 
0.7 million, 0.2 mUlion and 0.2 million shares, respectively, were excluded from the computation of 
diluted eammgs per share because the options' exercise prices were greater than the average market 
price of (Quanta's common stock. For the year ended December 31,2(K)4, 0.7 milUon shares of ncm-
vested restricted stock were excluded fivjm the calculation of diluted ^mings per share as the impact 
would have been antidilutive. For the years ended December 31,2004,2005 and 2006, the effect of 
assummg conversion of (Quanta's convertible subordinated notes would be antidilutive and they were 
therefore excluded fiitim the calculation of diluted eamings per share. 

4. DETAIL OF CERTAIN BALANCE SHEET ACCOUNTS: 

Activity in Quanta's current and long-term allowance for doubtful accounte consiste ofthe 
following (in thousands): 

December 3l 
2004 200S 2006 

Balance at beghmmg of year $ 73,680 $52,560 $49,519 
Charged to expense 359 1,988 1,587 
Deductions for uncoUectible receivables written off, net of 

recoveries (21,479) (5,029) (2,734) 
Balance at end of year $ 52,560 $49,519 $48,372 
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Contracts in progress are as foDows (in tiiousands): 

Costs incurred on contracte in progress 
Estimated eamings, net of esthnated losses 

Less — Billings to date 

Costs and estimated eamings in excess of biUmgs on uncompleted conttacte 
Less — Billmgs in excess of costs and esthnated eammgs on uncompleted 

contracts 

Property and equipment consists ofthe following (m thousands): 

December 31, 
2005 2006 

S 594,432 
59,579 

654,011 
(629,966) 

> 24,045 

$ 622,144 
65,713 

687,857 
(680,458) 

$ 7,399 

$ 38,053 $ 36,113 

(14,008) 
24,045 

(28,714) 

7,399 

Estimated 
Useful 

Lives in 
Yeare ~ 2005 

December 31, 

Land 
Buildings and leasehold unprovemente 
Operating equipment and vehicles 
Office equipment, fumiture and fixtures 

Less — Accumulated depreciation and amortization 
Property and equipment, net 

5-30 
5-25 
3-7 

$ 3,234 
14,999 

537,428 
22,740 

578,401 
(291,795) 

$ 286,606 

2006 

$ 3,024 
14,970 

530,729 
24,969 

573,692 
(296,903) 

$ 276,789 

Accounts payable and accmed expenses consiste ofthe following (in thousands): 

December 31, 
2005 2006 

Accounts payable, ttade 
Accrued compensation and related expenses 
Accrued insurance 
Accmed interest and fees 
Federal and state taxes payable, includmg contingencies 
Other accrued expenses 

57 

$102,164 
46,708 
42,894 
6,556 

22,833 
20,656 

$107,484 
57,522 
51,287 
4,726 
33,628 
16,250 

$241,811 $270,897 
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5. LONG-TERM OBLIGATIONS: 

(Quanta's long-teim debt obligations consist ofthe followh^ (in thousands): 

December 31 
2005 3006 

Credit fecilities $ 7,500 $ — 
4,0% convertible subordinated notes 172,500 33,273 
4.5% convertible subordinated notes 270,000 270,000 
3.75% cmivertible subordmated notes — 143,750 
Notes payable to various fmancial institutions, interest ranging from 0.0% to 

8.70%, secured by certain equipment and other assete 1,758 1,572 
Capital lease obligations 585 - -

452,343 448,595 
Less — Current mahuities (2,252) (34,845) 

Total long-term debt obligations $450,091 $413,750 

Credit Facilities 

As of December 31,2006, Quanta had an amended and restated credit faciUty with various lenders 
which provides for a S300.0 milUon senior secured revolving credh fecility maturing on June 12,2011 
(the credit fecility). The credit fecility amended and restated Quanta's prior credit fecility described 
below. Subject to tbe conditions specified in die credh facility, (Quanta has the option to increase the 
revolving commitmente under the credh faciUty by up to an additional $125.0 million irom time to 
time upon receipt of additional commitmente from new or existmg lenders. Bonrowings under the 
credit facility are to be used for workii^ capital, capital expenditures and other general corporate 
purposes. The entire amount ofthe credit facility is available forthe issuance of letters of credh. 

As of December 31,2006, Quanta had approxhnately $140.4 million of letters of credh issued 
under the credh facility and no outstanding revolving loans. The remaming $159.6 mUlion was 
available for revolving loans or issuing new letters of credh. Amounts borrowed under the credh 
facility bear mterest, at (Quanta's option, at a rate equal to either (a) the Eurodollar Rate (as defined in 
the credit faciUty) plus l,25%to 1.875%, asdeterminedbytheratioofQuanta'stotalfundeddebtto 
consoUdated EBITDA (as defined m the credh agreement), or (b) the base rate (as described below) 
plus 0.25% to 0.875%, as determined by die ratio of Quanta's total funded debt to consolidated 
EBITDA. Letters of credit issued under the credh fecility are subject to a letter of credh fee of 1.25% 
to 1.875%, based on the ratio of (Quanta's total fimded debt to consolidated EBITDA. Quanta is also 
subject to a commitment fee of 0.25% to 0,3 5%, based on the ratio of hs total fimded debt to 
consolidated EBITDA, on any unused avaUability under the credit fecility. The b^e rate equals the 
higher of (i) the Federal Funds Rate (as defmed in the credh faciUty) plus 1/2 of 1% and (ii) the bank's 
prime rate. 

The credit facility contains certain covenante, including covenants with respect to maximum 
funded debt to consoUdated EBITDA, maxunum senior debt to consolidated EBITDA, minhnum 
interest coverage aid minimum consoUdated net worth, in each case as specified in the credh facUity. 
For purposes of calculating the maximum funded debt to consolidated EBITDA ratio and the 
maximum senior debt to consolidated EBITDA ratio. Quanta's maxunum fimded debt and maximum 
senior debt are reduced by all cash and cash equivalents (as defmed in the credh facUity) held by 
Quanta in excess of $25.0 million. As of December 31,2006, Quanta was in compliance with all of ite 
covenants. The credit facility Umite certahi acquisitions, mergers and consolidations, capital 
expenditures, asset sales and prepaymente of indebtedness and, subject to certain exceptions, prohibits 
liens on material assete. The credit feciUty also Umite the payment of dividends and stock repurchase 
programs in any fiscal year to an annual a^regate amount of up to 25% of Quanta's consolidated net 
income (plus the amoimt of non-cash chaises 
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that reduced such consolidated net income) for the prior fiscal year. The credit facility does not limit 
dividend paymente or otiier distributions payable solely in capital stock. The credh fecility provides 
for customary evente of default and carries cross-default provisions with all of (Quanta's existing 
subordinated notes, ite continumg indemnity and security agreement with ite surety and all of ite other 
debt instruments exceedmg $10.0 milUon in borrowings. If an event of default (as defined in the credit 
fecility) occurs and is continumg, on the terms and subject to the conditions set forth in the credh 
facUity, amounte outetanding under the credit faciUty may be accelerated and may become or be 
declared immediately due and payable. 

The credit faciUty is secured by a pledge of all ofthe capital stock of Quanta's U.S. subsidiaries, 
65% ofthe capital stock of ite foreign subsidiaries and substantially all of Quanta's assets. Quanta's 
U.S. subsidiaries guarantee the repayment of all amounte due under die credh faciUty, Quanta's 
obUgations under the credit facility constitute designated senior indebtedness under ite 3.75%, 4.0% 
and 4.5% convertible subordinated notes. 

As of December 31,2005, Quanta had a $182.0 milUon credh fecility with various lenders (the 
prior facility). Tbe prior facUity consisted of a $147.0 miUion letter of credit fecility maturing on 
June 19,2008 and a $35.0 milUon revolvmg credh facUity maturity on December 19,2007. The letter 
of credit feciUty provided for letters of credh and teim loans, and the revolving credh faciUty provided 
for revolving loans and letters of credh. The prior facility was amended during 2006 to permit, among 
other things, (Quanta's issuance of hs 3.75% convertible subordinated notes and (Quanta's cash tender 
offer for ite 4.0% convertible subordinated notes, each as described below. Upon the amendment and 
restatement of Quanta's credit facility, described above, die obligations under the prior facility were 
terminated, and related unamortized debt issuance coste in the amount of approximately $2.6 milUon 
were expensed and included in interest expense in 2006. As of I>ecember 31,2005, Quanta had 
approximately $142.6 miUion of letters of credh outstanding under the prior facility and $7.5 million 
outetanding under the prior facility as a term loan. The weighted average mterest rate for the year 
endedDecember 31,2005 associated with amounte outetanding under the term loan was 6.41%. 

4.0% ConveHible Subordinated Notes 

As of December 31,2006, (Quanta had $33.3 mUlion abrogate principal amount of 
4.0% convertabie subordinated notes due 2007 (4.0% Notes) outet^ding, which was classified as a 
current obligation as these 4.0% Notes will mature within the next twelve months. The 4.0% Notes are 
convertible mto shares of Quanta's common stock at a price of $54.53 per share, subject to adjustment 
as a result of certain evente. The sale of the notes and the shares issuable upon conversion thereof was 
registered by Quanta m a registration statement filed with the SEC. The 4.0% Notes require semi
annual mterest payments on July 1 and December 31 until the notes mature on July 1,2007. Quanta 
has the option to redeem some or all ofthe 4.0% Notes at specified redemption prices, together widi 
accmed and unpaid interest. If certain fimdamental changes occur, as described in the mdenture under 
which Quanta issued the 4.0% Notes, holders ofthe 4.0% Notes may requhe Quanta to purchase all or 
part ofthe notes at a purchase price equal to 100% ofthe principal amount, plus accmed and unpaid 
mterest. During 2006, Quanta conducted a cash tender offer for all ofthe 4.0% Notes, which resulted 
in die repurchase of $1392 million outetandmg principal amount ofthe 4,0% Notes. As a resuh ofthe 
repurchase of a portion ofthe 4.0% Notes, Quanta recorded a gam on early extmguishment of debt of 
approxhnately $2.1 miUion during 2006, which was partially offset by coste associated with die tender 
offer of ^)proxhnately $0.5 million. In addition, approxmiately $0.7 milUon in related unamortized 
debt issuance coste associated with the retirement of a portion of the repurchased 4.0% Notes was 
expensed and included in interest expense in 2006. 

4.5% Convertible Subordinated Notes 

As of December 31,2006, Quanta had $270.0 milUon aggregate principal amount of 
4.5% convertible subordinated notes due 2023 (4.5% Notes) outetandmg. The resale ofthe notes and 
the shares issuable upon conversion thereof was registered for the benefit ofthe holders in a shelf 
registration statement filed witii the SEC. 
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The 4.5% Notes require semi-annual interest payments on April 1 and October 1, until the notes 
mature on October 1, 2023. 

The 4.5% Notes are convertible into shares of (^anta's common stock based on m inhial 
conversion rate of 89.7989 shares of Quanta's common stock per $1,000 principal amount of 
4.5% Notes (which is equal to an initial conversion price of approximately $11,14 per share), subject 
to adjustment as a result of certain evente. The 4.5% Notes are convertible by the holder (i) during any 
fiscal quarter if the last reported sale price of Quanta's common stock is greater than or equal to 120% 
ofthe conversion price for at least 20 trading days in the period of 30 consecutive ttading days endmg 
on the fn-st trading day of such fiscal quarter, (ii) during tiie five busmess day period after any five 
consecutive ttading day period in which die trading price per note for each day of that period was less 
than 98% ofthe product of the last reported sale price of Quanta's common stock and the conversion 
rate, (iii) upon Quanta callmg the notes for redemption or (iv) upon the occurrence of specified 
corporate transactions. If the notes become convertible under any of these circumstances. Quanta has 
the option to deliver cash, shares of Quanta's common stock or a combmation thereof, with the 
amount of cash determined in accordance with the terms ofthe indenture under which the notes were 
issued. During each quarter of 2006, the market price amdition described m clause (i) above was 
satisfied, and the notes were convertible at the option ofthe holder, aldiough no holders exercised theh 
right to convert. The notes are presentiy convertible at die option of each holder, and die conversion 
period will exphe on March 31,2007, but may resume upon the satisfection of tiie market condhion or 
other conditions m fiiture periods. 

Beginning October 8,2008, Quanta may redeem for cash some or aU ofthe 4.5% Notes at the 
principal amount thereof plus accmed and unpaid interest. The holders ofthe 4.5% Notes may requhe 
Quanta to repurchase all or some of theh notes at the principal amount tiiereof plus accmed and 
unpaid interest on October 1,2008,2013 or 2018, or upon the occurrence of a fundamental change, as 
defined by the indenture under which we issued the notes. CJuanta must pay any requhed repurchases 
on October 1,2008 in cash. For all other requhed repurchases, C^anta has the option to deliver c^h, 
shares of ite common stock or a combination tiiereof to satisfy ite repurchase obligation. If Quanta 
were to satisfy any required repurchase obligation with shares of ite common stock, the number of 
shares delivered wiU equal the dollar amount to be paid m common stock divided by 98.5% ofthe 
market price of Quanta's common stock, as defined by the mdenture. The right to settle for shares of 
common stock can be surrendered by Quanta. The 4.5% Notes cany cross-defauh provisions with 
Quanta's other debt instnimente exceeding $10.0 milUon in borrowings, which includes Quanta's 
existing credh facility. 

3.75% Convertible Subordinated Notes 

As of December 31,2006, Quanta had $143,8 million aggregate principal amount of 
3.75% convertible subordmated notes due 2026 (3.75% Notes) outstanding. The resale ofthe notes 
and die shares issuable upon conversion thereof was registered for the benefit ofthe holders in a shelf 
registration statement filed with the SEC. The 3.75% Notes mature on April 30, 2026 and bear mterest 
at the annual rate of 3.75%, payable semi-annually on April 30 and October 30, until maturity. 

The 3.75% Notes are convertible into Quanta's common stock, based on an initial conversion rate 
of 44.6229 shares of Quanta's common stock per $1,000 principal amount of 3.75% Notes (which is 
equal to an inhial conversion price of ̂ proxunately $22.41 per share), subject to adjustment as a 
result of certain evente. The 3.75% Notes are convertible by tiie holder (i) during any fiscal quarter if 
the closmg price of Quanta's common stock is greater than 130% ofthe conversion price for at least 
20 tradmg days m the period of 30 consecutive ttading days ending on the last tradmg day of tiie 
hnmediately preceding fiscal quarter, (ii) upon Quanta calUng the 3.75% Notes for redemption, 
(iii) upon the occurrence of specified distributions to holders of Quanta's common stock or specified 
corporate transactions or (iv) at any time on or after March 1,2026 untU the business day immediately 
preceding the maturity date ofthe 3.75% Notes. If the 3.75% Notes become convertible under any of 
these chcumstances, Quanta has the option to deUver cash, shares of Quanta's common stock or a 
combination thereof, with the Eunount of cash determined in accordance with the terms ofthe 
indenture under which tiie notes 
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were issued. The holders ofthe 3.75% Notes who convert theh notes m connection with certam 
change m control transactions, as defined in the indenture, may be entitled to a make whole premium 
in the form of an increase in the conversion rate. In the event of a change in control, in lieu of pay mg 
holders a make whole premium, if applicable. Quanta may elect, in some chcumstances, to adjust die 
conversion rate and related conversion obligations so that tiie 3.75% Notes are convertible into shares 
of die acquiring or surviving company. 

Beghming on April 30; 2010 untU April 30,2013, Quanta may redeem for cash all or part ofthe 
3.75% Notes at a price equal to 100% of die principal amount plus accmed and unpaid interest, if die 
closing price of Quanta's common stock is equal to or greater than 130% ofthe conversion price then 
m effect for the 3.75% Notes for at least 20 trading days in the 30 consecutive trading day period 
ending on the ttading day umnediately prior to the date of mailii^ ofthe notice of redemption. In 
addition. Quanta may redeem for cash all or part ofthe 3.75% Notes at any time on or after April 30, 
2010 at certmn redemption prices, plus accmed and unpaid interest. Beghmmg with the six-month 
interest period commenchig on April 30,2010, and for each six-month mterest period diereafter, 
(Quanta will be required to pay contingent mterest on any outstanding 3.75% Notes during the 
^pUcable mterest period if the average ttading price ofthe 3.75% Notes reaches a specified threshold. 
The contingent interest payable withm any applicable interest period wUl equal an annual rate of 
0.25% ofthe average tradh^ price ofthe 3.75% Notes during a five trading day reference period. 

The holders ofthe 3.75% Notes may requhe (Quanta to repurchase all or a part ofthe notes in cash 
on each of April 30,2013, April 30,2016 and April 30,2021, and m the event of a change m conttol 
of Quanta, as defmed in the indenture, at a purchase price equal to 100% of the principal amoimt of 
the 3.75% Notes plus accmed and unpaid interest The 3.75% Notes cany cross-defeuh provisions 
with Quanta's other debt mstmmente exceedmg $20.0 million m borrowmgs, which includes Quanta's 
existmg credit fecility. 

Maturities 

The maturities of long-term debt obUgations as of December 31,2006, are as follows (in 
thousands): 

Year Endmg December 31 — 
2007 $ 34,845 
2008 270,000 
2009 — 
2010 — 
2011 — 
Thereafter 143,750 

$448,595 
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6. INCOME TAXES: 

The componente ofthe provision (benefit) for income taxes are as follows (in thousands): 

Year Ended December 31, 
2004 2005 2006 

Federal — 
Current $6,555 $10,747 $45,216 
Deferred (9,623) 10,034 (2,382) 

State and foreign taxes — 
Current 3,074 3,146 4,093 
Deferred (3,457) (1,237) 716 

$(3,451) $22,690 $47,643 
The actual mcome tax provision (benefit) differs from the mcome tax provision (benefit) 

computed by applying the U.S. federal statutory corporate rate to the income before provision for 
income taxes as follows (in thousands): 

Year Ended December 31 
2004 2005 2006 

Provision (benefit) at the stamtory rate 
Increases (decreases) resulting fi^m — 

State and foreign taxes 
State tax audh settlement 
Conth^ency reserves 
FAS 142 goodwill hnpairment 
Tax-exempt interest income 
Production activity deduction 
Non-deductible expenses 
Valuation aUowance 
Adjustment of prior years' tax liabilities 

$(4,426) $18,286 

(424) 
— 

1,025 
— 
— 
— 

1,811 
(1,192) 

(245) 

1,101 
— 

1,566 
— 
— 
— 

1,940 
(203) 

— 

$22,794 

3,837 
(1,024) 
3,476 

19,687 
(2,577) 

(606) 
2,064 

(8) 
— 

$22,690 $47,643 
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Deferred income taxes result fit»m temporaiy differences in the recognition of inccsne and 
expenses for financial reporting purposes and for tax purposes. The tax effects of these temporary 
differences, representuig deferred tax assete and liabilities, resuh principally from the following (in 
thousands): 

December 31, 

Deferred income tax liabilhies — 
Property and equipment 
Bode/tax accoimthig method difference 
Total deferred income tax liabilities 

Deferred income tax assete — 
AUowance for doubtful accounte and other reserves 
GoodwiU 
Accmed expenses 
Net operating loss carryforwards 
Inventory and otiier 6,454 3,212 

Subtotal 93,096 90,143 
Valuation aUowance (10,304) (10,111) 

Total deferred income tax assete 
Total net deferred mcome tax UabiUties 

The net deferred income tax assete and liabiUties are comprised of die foUowing (m diousands): 

December 31, 

2005 

$ (83,433) 
(19.857) 

(103,290) 

8,175 
22,541 
42,109 
13,817 

2006 

$(77,199) 
(21,781) 
(98,980) 

7,976 
17,530 
48,659 
12,766 

Total deferred income tax assete 82,792 80,032 

2005 2006 

Current deferred mcome taxes: 
Assete S 29,502 $ 32,695 
LiabiUties (19,857) (20,503) 

9,645 12,192 
Non-current deferred income taxes: 

Assete 53,290 47,337 
LiabiUties (83,433) (78,477) 

(30,143) (31,140) 
$(20,498) $(18,948) 

The current deferred income tax assete, net of current deferred mcome tax liabilities, are included 
m prepaid expenses and other current assete. 

At December 31,2006, (Quanta had state net operath^ loss carryforwards, the tax effect of which 
is approximately $12.6 miUion. These carryforwards will exphe as foUows: 2007, $0.4 milUon; 2008, 
$1.0 million; 2009, $0.8 mUUon; 2010, $0.7 mUUon; 2011, $0,4 milUon; and $9.3 million tiiereafter. 

In assessing the value of deferred tax assete, (^anta considers whether h was more lUcely than not 
that some or all ofthe deferred tax assete would not be realized. The ultimate realization of deferred 
tax assete is dependent upon die generation of future taxable income during the periods m which those 
temporaiy differences become deductible. (Juanta considers the scheduled reversal of deferred tax 
Uabilities, projected future taxable hicome and tax plaimmg 
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strategies in making tiiis assessment. Based upon tiiese considerations. Quanta provides a valuation allowance to reduce the 
carrying value of certam of its deferred tax assete to theh net expected realizable value. 

(Quanta has received refund claims in the amounts of $38.1 milUon in 2003 and $30.2 million in 2004 fi-om tiie Intemal 
Revenue Service (IRS) due to the carryback of taxable losses reported on Quanta's 2002 and 2003 income tax returns. The 
IRS is required by law to review Quanta's claims for refund. As a resuh, (Quanta was under audit for tax years 2000 through 
2004. On February 26,2007, Quanta received notice from the IRS tiiat h has concluded ite audit of Quanta's income tax 
returns for these tax years. Quanta was not required to make any additional paymente. To provide for potential tax exposures, 
Quanta maintains an allowance for tax contingencies, which management believes is adequate. As a resuh of the notification 
from the IRS, C^anta is evaluating our allowance for tax contingencies to determine the amount by which the allowance 
should be reduced, although Quanta currently cannot determine the amount ofthe reduction. 

As of December 31,2005 and 2006, the amounte accmed for tax contingencies totaled $67.5 million and $76.1 milUon, 
with $46.8 million m 2005 and $55.4 milUon in 2006, considered to be long-term and included in other non-current 
liabilities. The resuhs of fiiture audh assessmente, if any, could have a material effect on Quanta's cash flows as these audite 
are completed. However, management does not beUeve tiiat any of these matters will have a material adverse effect on 
Quanta's consoUdated resulte of operations. 

7. STOCKHOLDERS' EQUITY: 

Stockholder Rights Plan 

Quanta has adopted a stockholder rights plan pursuant to which one right to acquhe Series D Junior Preferred Stock, as 
described below, has been issued and attached to each outetanding share of common stock. The following description of 
Quanta's stockholder righte plan and the certificate of designations setting forth the terms and conditions of die Series D 
Junior Preferred Stock are intended as summaries only and are qualified m tiieh enthety by reference to tiie form of 
stockholder rights plan mid certificate of designations to tiie certificate of incorporation filed with the SEC. 

Until a distribution date occurs, the righte can be transferted only with die common stock. On the occuirence of a 
distribution date, die righte wiU separate from the common stock and become exercisable as described below. 

A "distribution date" will occur upon the earlier of: 

• the tentii day after a public announcement tiiat a person or group of affiliated or associated persons other than Quanta 
and certain exempt persons (an "acquiring person") has acquhed beneficial ownership of 15% or more ofthe total 
voting righte ofthe then outetandmg shares of Quanta's common stock; or 

• the tenth business day following the commencement of a tender or exchange offer that would resuh in such person or 
group becoming an acquiring person. 

FoUowmg the distribution date, holders of rights will be entitled to purchase from Quanta one one-thousandth (i/lOOOth) 
of a share of Series D Junior Preferred Stock at a purchase price of $153.33, subject to adjustment. 

In the event that any person or group becomes an acquhing person, proper provision will be made so tiiat each holder of a 
right, other tiian righte beneficially owned by tiie acquiring person, will thereafter have the right to receive upon payment of 
the purchase price, that number of shares of common stock having a market value equal to the resuh obtamed by 
(A) multiplying the then current purchase price by the number of one one-thousMdths of a share of Series D Junior Preferred 
Stock for which the right is tiien exercisable, and dividing that product by (B) 50% ofthe current per share market price of 
our shares of common stock on the date of such occurrence. If, following the date of a public announcement tiiat an acquiring 
person has become such, (1) Qumita is acquhed m a merger or 
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other business combmation transaction and Quanta is not die surviving corporation, (2) any person 
consolidates or merges with Quanta and all or part ofthe common stock is converted or exch^ged for 
securities, cash or property of any other person, or (3) 50% or more of (Quanta's assete or earning 
power is sold or transferred, then the righte will "flip-over." At that time, each right will entitle ite 
holder to purchase, for the purchase price, a number of shares of common stock ofthe surviving entity 
in any such merger, consolidation or other business combination or the purchaser in any such sale or 
transfer with a market value equal to the resuh obtained by (X) multiplymg the then current purchase 
price by the number of one one-thousandths of a share of Series D Junior Preferred Stock for which 
the right is then exercisable, and dividing that product by (Y) 50% ofthe current per share market 
price ofthe shares of common stock of tiie surviving entity on the date of consummation of such 
consolidation, mei^er, sale or ttansfer. 

The righte wiU exphe on March 8,2010, unless Quanta terminates them before that tune. A holder 
of a right will not have any righte as a stockholder of Quanta, including the right to vote or to receive 
divideni^, until a right is exercised. 

Limited Vote Common Stock 

The shares of Lhnited Vote Common Stock have righte shnUar to shares of common stock, except 
that such shares are entitled to elect one member of the Board of Directors and are entitled to one-tenth 
of one vote for e^h share held on all other matters. Each share of Limited Vote Common Stock wUl 
convert into common stock upon disposition by the holder of such shares in accordance witii the 
transfer restrictions applicable to such shares. In 2004, 55,970 shares and in 2006, 95,975 shares of 
Lhnited Vote Common Stock were converted to common stock. No shares of Limited Vote Common 
Stock were converted to common stock during die year ended December 31,2005. 

Treasury Stock 

Pursuant to the 2001 Plan, employees may elect to satisfy theh tax withholdmg obligations upon 
vesting of restiiaed stock by having Quanta make such tax paymente and withhold a number of vested 
shares having a value on the date of vesting equal to their tax withholdmg obligation. As a resuh of 
such employee elections, Quanta withheld 342,261 shmes in 2004 with a total market value of 
$2.9 million, 350,037 shares m 2005 with a total market value of $2.8 million and 368,179 shares m 
2006 with a total market value of $5.1 milUon, in each case from previously granted restricted stock 
for settlement of employee tax liabilities pursuant to die 2001 Plan discussed in Note 8, and diese 
shares were accounted for as tteasury stock. 

Deferred Compensation 

Pureuant to the 2001 Plan discussed m Note 8, Quanta issues restricted stock at die fah market 
value ofthe common stock as ofthe date of issuance. The shares of restricted stock issued pursuant to 
the 2001 Plan are subject to forfeiture, restrictions on transfer and certam other conditions until tiiey 
vest, which generally occi^s over three years m equal annual instalhnente. Prior to the adoption of 
SFAS 123(R), upon issuance ofthe restricted stock, an unamortized compensation expense equivalent 
to the maiket value ofthe shares on the date of grant was charged to stockholders' equity and 
amortized over the restriction period as non-cash compensation expense, typically three years. If 
shares of restricted stock were canceled during a given period, any remammg unamortized deferred 
comper^ation expense related to the issuance and any non-cash compensation expense previously 
recognized on the cancelled shares was reversed agamst addhional paid-m capital. In connection with 
the adoption of SFAS I23(R), deferred compensation is no longer recorded and the amount nscorded 
as of December 31,2005, $6.4 million, was reversed against additional paid-in capital in 2006. 
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8. LONG-TERM INCENTIVE PLANS: 

Stock Incentive Plan 

In December 1997, the Board of Dhectors adopted, and the stockholders of (Quanta approved, the 
1997 Stock Option Plan, The 1997 Stock Option Plan was amended from time to time and, in May 
2001, was amended and renamed tiie 2001 Stock Incentive Plan. The 2001 Plan was amended and 
restated on March 13,2003, which amendment and restatement, among other things, mcorporated all 
prior amendments. The purpose ofthe plan is to provide directors, key employees, officers and certain 
consultante and advisors with additional incentives by increasing theh proprietary interest m Quanta. 

The 2001 Plan provides for die award of mcentive stock options (ISOs) as defined in Section 422 
ofthe Intemal Revenue Code of 1986, as amended (the Code), nonquaUfied stock options and 
restticted stock (collectively, the Awards), The aggregate number of shares of common stock with 
respect to which options or restricted stock may be awarded may not exceed the greater of 
3,571,275 shares or 12% ofthe a^regate outstanding shares of common stock and Limited 
Vote Common Stock. The amount of ISOs tiiat may be awarded under the 2001 Plan is limited to 
3,571,275 shares. The 2001 Plan is administered by die Compensation Committee of die Board of 
Dhectors. The Compensation Committee has, subject to q)plicable regulation and the terms ofthe 
2001 Plan, the authority to grant Awards under the 2001 Plan, to constme and mterpret the 2001 Plan 
and to make all other determmations and take any and all actions necessary or advisable for the 
admmistration ofthe 2001 Plan. Pursuant to tiie terms ofthe 2001 Plan, Quanta's Chief Executive 
Officer has the authority to award to individuals who are not officers (i) non-qualified stock options, 
provided that the aggregate number of shares of common stock issuable upon the exercise of tiie 
options awarded in any one calendar quarter does not exceed 100,000 shares and provided further, that 
the aggregate number of shares of common stock issuable upon the exercise of the options awardable 
to any individual in any one calendar quarter does not exceed 20,000 shares and (ii) shares of 
restricted stock, provided that the aggregate value ofthe awards of restricted stock granted m any one 
calendar quarter does not exceed $250,000 determmed based on the fah martlet value ofthe common 
stock at the time ofthe grante and provided fiirther, that die aggregate value ofthe awards of restricted 
stock granted to any mdividual in any one calendar quarter does not exceed $25,000 determined based 
on the fah market value ofthe common stock at the time ofthe grante. 

All of Quanta's employees (including officers), non-employee directors and certain consultante 
and advisors are eligible to receive Awards under the 2001 Plan, but only employees of (Quanta are 
eligible to receive ISOs, Awards wiU be exercisable during the period specified in each Award 
agreement and wiU generaUy become exercisable in mstalhnents pursuant to a vesting schedule 
designated by the Compensation Committee. Unless specifically provided otherwise in the Award 
agreement. Awards become immediately vested and exercisable in die event of a "change in 
control" (as defined in the 2001 Plan) of Quanta. No option will remam exercisable later than ten years 
after the date of grant (or five years in the case of ISOs granted to employees owning more than 10% 
ofthe votii^ capital stock). 

Stock Options 

Beginnii^ January 1,2006, Quanta accounted for ite stock options m accordance with 
SFAS No, I23(R); however, the effect of expensing the feh value of die stock options did not have a 
material impact on Quanta's financial poshion or resulte or operations, as tiie number of unvested 
stock options remammg at the time ofthe adoption of SFAS 123(R) was not significant. No stock 
options have been granted by Quanta since November 2002. As of December 31,2006, the number of 
options outetanding, aU of which have vested, was not material. Certain disclosures requhed under 
SFAS No. 123(R) have been omitted due to immateriality. 

The actual tax benefit realized for the tax deductions from option exercises totaled approxhnately 
$0.4 million for the year ended December 31,2006. This tax benefit is reported as a cash inflow from 
financing activities and an adjustment to net income to derive cash flow from operations withm the 
statement of cash fiows for the year ended 
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December 31,2006, as required by SFAS No. 123(R). As stated above, prior period have not been 
adjusted in accordance widi the modified prospective method of application. 

Restricted Stock 

During 2003, Quanta began using restricted stock for ite variom slock incentive programs. 
Pursuant to the 2001 Plan, (Quanta issues restticted stock at die feir market value ofthe common stock 
as ofthe date of issuance. The shares of restricted stock issued pursuant to the 2001 Plan are subject to 
forfeiture, resfrictions on transfer and certam other conditions untU tiiey vest, which generally occurs 
over three years in equal annual instalhnente. Durmg the restriction period, the plan participante are 
entitied to vote and receive dividends on such shares. 

During the years ended December 31,2004,2005 and 2006, Quanta granted 0,8 miUion, 
0.7 million and 0.7 miUion shares of restricted stock with a weighted average grant price of $7.02, 
$7.58 and $13.98, respectively. During the years ended December 31,2004,2005 and 2006, 
1.1 million, 1.1 milUon and 1.2 million shares vested with an approximate feh value at die time of 
vesting of $8.9 mUlion, $8.9 million and $16,9 million, respectively. A summary of Quanta's 
restticted stock activity for the year ended December 31,2006 is as follows (in thousands, except fah 
value amounte): 

Unvested at January 1,2006 
Granted 
Vested 
Forfeited 

Unvested at December 31,2006 

Compensation expense is measured based on the fah value ofthe restricted stock and is 
recognized on a strai^t-lme basis over the requisite service period, which is the vesting period. The 
fah value ofthe restricted stock is determined based on tiie number of shares granted and the closing 
price of Quanta's common stock on the date of grant The adoption of SFAS No. 123(R) requhes 
estimating fiiture forfeitures m determinmg the period expense, rather than recording forfeitures when 
they occur as previously permitted. (Quanta uses historical data to estimate the forfeiture rate. The 
effect of estimating forfeitures in determining the period expense, rather than recording forfeitures as 
they actuaUy occurred, was not significant. During the years ended December 31,2004,2005 and 
2006, QuMita recorded non-cash compensation expense with respect to restricted stock in the amount 
of $4.6 million, $5.0 milUon and $6.0 million, respectively, and a related mcome tax benefit of 
$1.8 million, $1,9 mUlion and $2.3 milUon, respectively. 

Total unrecognized compensation cost related to unvested stock panted to both employees and 
non-employees was $7.9 million as of December 31,2006. The unrecognized compensation cost is 
expected to be recognized over a weighted-average period of 1.6 years. The estimate of unrecognized 
compensation cost uses the expected forfeiture rate; however, the estimate may not necessarily 
represent the value that will ultimately be realized as compensation expense. As of December 31, 
2005, unrecognized compensation expense related to unvested shares of restricted stock granted to 
employees was recwded as deferred compensation in stockholders' equity. As part ofthe adoption of 
SFAS No. 123(R), $6.4 million of deferred compensaticm was reversed agamst additional paid-m 
capital during the fu-st quarter of 2006. 

Employee Stock Purchase Plan 

An Employee Stock Purchase Plan (the ESPP) was adopted by the Board of Directors of Quanta 
and was approved by the stockholders of Quanta in May 1999. The ESPP was terminated during 2005. 
The pmpose ofthe 
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Shares 

1,904 
694 

(1,209) 
(91) 

1.298 

We^hted Average 
Grant Date 
Fair Value 
(per Share) 

$ 5,70 
$ 13.98 
$ 4.70 
$ 8.63 
$ 10.85 
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ESPP was to provide an incentive for employees of (Quanta and any Participating Company (as 
defined in the ESPP) to acquhe or increase a proprietary interest in Quanta through the purchase of 
shares of Quanta's common stock. The ESPP was intended to qualify as an "Employee Stock Purchase 
Plan" under Section 423 ofthe Intemal Revenue Code of 1986, as amended (the Code). The 
provisions ofthe ESPP were constmed in a manner consistent with the requhemente of that section of 
the Code. The ESPP was administered by a committee, appomted from time to thne, by the Board of 
Directors. The ESPP was not subject to any ofthe prt)visions ofthe Employee Rethement Income 
Security Act of 1974, as amended. During 2004 and 2005, (Quanta issued a total of 537,479 shares and 
674,759 shares, pursuant to die ESPP. 

9. EMPLOYEE BENEFIT PLANS: 

Union *s Multi-Employer Pension Plans 

In connection with ite collective bargaming agreements with various unions, Quanta participates 
with other companies in the unions' multi-employer pension plans. These plans cover all of Quanta's 
employees who are members of such unions. The Employee Retirement Income Security Act of 1974, 
as amended by the Muhi-Employer Pension Plan AmencUnente Act of 1980, imposes certain UabiUties 
upon employers who are contributors to a multi-employer plan m die event ofthe employer's 
withdrawal from, or upon termination of, such plan. C îanta has no plans to withdraw fi-om these 
plans. The plans do not maintain infonnation on the net assete and actuarial present value ofthe plans' 
unfunded vested benefite allocable to Quanta, and the amounts, if any, for which Quanta may be 
contii^entiy Uable, are not ascertainable at this time. Contributions to all union multi-employer 
pension plans by Quanta were approximately $46.2 mUlion, $50.3 milUon and $53,1 million for the 
years ended December 31,2004,2005 and 2006, respectively. 

401(k} Plan 

Effective Febmary 1, 1999, Quanta adopted a 401(k) plan pursuant to which employees who are 
not provided rethement benefite through a collective bargaining agreement may make contributions 
through a payroU deduction. Quanta wiU make a matchup cash contribution of 100% of each 
employee's contribution up to 3% of that employee's salary and 50% of each employee's contribution 
between 3% and 6% of such employee's salaiy, up to the maxhnum amount permitted by law. Prior to 
jommg Quanta's 401(k) plan, certain subsidiaries of (Quanta provided various defined contribution 
plans to theh employees. Contributions to all non-union defined contribution plans by Quanta were 
approxhnately $5.5 miUion, $5.3 milUon mid $5.6 mUlion for the years ended December 31,2004, 
2005 and 2006, respectively. 

10. RELATED PARTY TRANSACTIONS: 

Certain of (Quanta's subsidiaries have entered into related party lease arrangements for operational 
facilities, typically with prior owners of certam acquired businesses. These lease agreemente generally 
have terms of up to five years. Related party lease expense for the years ended December 31,2004, 
2005 and 2006 was ̂ proxhnately $3.0 milUon, $3.2 million and $2.6 miUion, respectively. 
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11. COMMITMENTS AND CONTINGENCIES: 

Leases 

Quanta leases certain land, buUdmgs and equipment under non-cancelable lease agreemente, 
includmg related party leases as discussed m Note 10. The terms of these agreemente vary from lease 
to lease, including some with renewal options and escalation clauses. The following schedule shows 
the future minimum lease payments under these leases as of December 31,2006 (in thousands): 

operating 
Leases 

Year Ending December 31 — 
2007 $ 30,816 
2008 25,932 
2009 21,366 
2010 17,563 
2011 14,585 
Thereafter 12,707 

Total minhnum lease paymente $122,969 

Rent expense related to operatir^ leases was approxhnately $51.8 million, $64.5 milUon and 
$78.3 milUon for the years ended December 31,2004,2005 and 2006, respectively. 

Quanta has guaranteed the residual value on certain of ite equipment operating leases. Quanta 
guarantees the difference between this residual value and the feh maricet value ofthe underlymg asset 
at the date of termmation ofthe leases. At December 31,2006, the maximum guaranteed residual 
value was approxhnately $108.4 milUon. Quanta believes that no significant payments wiU be made as 
a resuh of tiie difference between the fah market value ofthe leased equipment and the guaranteed 
residual value. However, there can be no assurance that fiiture significant paymente wiU not be 
requhed. 

Utigation 

Quanta is from thne to time party to various lawsuite, claims and other legal proceedings that arise 
m the ordinary course of business. These actions typically seek, among other things, compensation for 
alleged personal injury, breach of contract and/or property damages, punitive damages, civil penalties 
or other losses, or mjunctive or declaratoiy relief Widi respect to all such lawsuite, claims and 
proceedings, Quanta records reserves when ft is probable ̂ at a liability has been incurred and the 
amount of loss can be reasonably estimated. Quanta does not believe that any of these proceedings, 
separately or in die aggregate, would be expected to have a material adverse effect on Quanta's 
financial position, resulte of operations or cash flows. 

Performance Bonds 

In certain circumstances, C^anta is required to provide performance bonds in connection with ite 
conttactual commitmente. (^anta has mdemnified the sureties for any expenses paid out under these 
performance bonds. As of December 31,2006, die total amoimt of outstanding performance bonds 
was approximately $650.7 million. 

Employment Agreements 

Quanta has entered into various employment agreements with certam executives which provide 
for ctmipensation and certain other benefite and for severance paymente under certain circumstances. 
In addition, certain employment agreemente contain clauses that become effective upon a change of 
control of Quanta. Upon the 
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occurrence of any ofthe defined evente in Ike various emplcymeot agreements. Quanta will pay 
certain amounts to the employee, which vary with the level ofthe employee's responsibiUty. 

Indemnities 

In connection with Quanta's previous acquisitions. Quanta has indemnified various parties against 
specified liabiUties that those parties might incur in the fUture. These indemnhies usuaUy are 
contingent upon the other party incurring liabiUties that reach specified thresholds. As of 
December 31,2006, (Quanta is not aware of circumstances that would lead to future mdemnity claims 
against U for material amounte in connection witii diese tt^msactions. 

12. QUARTERLY FINANCIAL DATA (UNAUDITED): 

The table below sete forth the unaudhed consolidated operatmg resulte by quarter for the years 
ended December 31,2005 and 2006 (in thousands, except per share information). 

" For the Three Months Ended 
March 31, 

2005: 
Revenues 
Gross profit 
Net Income (loss) 
Basic ewnings (loss) per share 
DUuted eamings (loss) per share 

2006: 
Revenues 
Gross profit 
Net income (loss) 
Basic eammgs Ooss) per share 
Diluted eamings per share 

The sum ofthe mdividual quarterly eamings per share amounts may not agree with year-to-date 
earnings per share as each period's computation is based on the weighted average number of shares 
outetanding during the period. 

March 31, Jose 30, 

$372,505 $439,287 
36,092 53,816 
(5,128) 3,343 

$ (0.04) $ 0.03 
$ (0.04) $ 0.03 

$496,494 $514,048 
59,448 80,355 
7,858 17,660 

$ 0.07 $ 0.15 
$ 0.07 $ 0,14 

September 30, 

$ 

$ 
$ 

$ 

$ 
$ 

523,340 
80,173 
12,880 

0.11 
0.11 

528,468 
83,136 
22,423 

0.19 
0.17 

December 31. 

$ 

$ 
$ 

$ 

$ 
$ 

523,494 
86,667 
18,462 

0.16 
0.15 

592,028 
92,877 

(30,458) 
(0.26) 
(0.26) 
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13. SEGMENT INFORMATION: 

(Quanta has aggregated each of its individual operating unhs into one reportable segment as a 
specialty conttactor. (Quanta provides comprehensive network solutions to tiie electric power, gas, 
telecommunications and cable television mdustries, includmg designing, installmg, repairing and 
maintaming network mfiastmcture. In addhion. Quanta provides ancUlary services such as inside 
electrical whing, hiteUigent traffic networks, cable and conttol systems for light rail Imes, airports and 
highways, and specialty rock ttenching, directional boring and road mUlhig for industrial and 
commercial customers. Each of these services is provided by various (Quanta subsidiaries and discrete 
financial information is not provided to management at the service level. The foliowmg table presente 
information regarding revenues derived from the industries noted above. 

Years Ended December 31 
2004 2005 2006 

(In thousaods) 

Electiic power and gas network services $1,052,352 $1,240,916 $1,422,642 
Telecommunications and cable television network services 273,254 289,794 319,559 
AnciUary services 300,904 327,916 388,837 

$1,626,510 $1,858,626 $2,131,038 

(Quanta does not have significant operations or long-Uved assets in countries outeide ofthe United 
States. Quanta derived $22.8 miUion, $25.7 milUon and $53.6 million of ite revenues from foreign 
operations, the majority of which was earned in Canada, during 2004,2005 and 2006, respectively. 

14. SUBSEQUENT EVENTS: 

On February 26,2007, Quanta received notice irom the IRS that h has concluded ite audit of 
Quanta's income tax returns for tax years 2000 through 2004. See additional discussion in Note 6. 
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ITEM 9. Changes in and Disagreements wUh Accountants on Accounting and Financial 
Disclosure 

There have been no changes in or disagreemente with accoimtante on accounting and financial 
disclosure within the parameters of Item 304(b) of Regulation S-K. 

ITEM 9 A. Contivls and Procedures 

Attached as exhibhs to this Annual Report on Form 10-K are certifications of Quanta's Chief 
Executive Officer and Chief Financial Officer that are required in accordance with Rule 13a-14 ofthe 
Securities Exchange Act of 1934, as amended (the Exchange Act). This "Controls and Procedures" 
section includes information concerning the conttols and controls evaluation referred to in tiie 
certifications, and ft should be read in conjunction with the certifications for a more complete 
understanding ofthe topics presented. 

Evaluation of Disclosure Controls and Procedures 

Our man^ement has established and maintains a system of disclosure conttols and procedures 
that are designed to provide reasonable assurance that uiformation requhed to be disclosed by us m die 
reports that we file or submit under the Exchange Act, such as this Annual Report, is recorded, 
processed, summarized and reported within the time periods specified in the SEC rules and forms. The 
disclosure conttols and procedures are also designed to provide reasonable assurance that such 
information is accumulated and communicated to our management, including our Chief Executive 
Officer and Chief Financial Officer, as appropriate to allow timely decisions regardiag requhed 
disclosure. 

As of die end ofthe period covered by tiiis Annual Report, we evaluated the effectiveness ofthe 
design and operation ofour disclosure conttols and procedures pursuant to Rule 13a-15(b) ofthe 
Exchange Act. This evaluation was carried out under the supervision and with the participation of our 
management, including our Chief Executive Officer and Chief Financial Offiicer. Based on this 
evaluation, diese officers have concluded that, as of December 31,2006, our disclosure conttols and 
procedures were effective to provide reasonable assurance of achievmg their objectives. 

Evaluation of Internal Control over Financial Reporting 

Management's Annual Report on mtemal control over fmancial reporting can be found in Item 8 
of this Annual Report under the headmg "Report of Management" and is incorporated herein by 
reference. The report of PricewateihouseCoopers LLC, an independent registered public accounting 
fhm, on the fmancial statements, management's assessment ofthe effectiveness ofour intemal control 
over financial reporting and ite a&sessment ofthe effectiveness of intemal conttol over financial 
reportmg, can also be found in Item 8 of this Annual Report under the heading "Report of Independent 
Registered PubUc Accounting Fum" and is incorporated herein by reference. 

There has been no change in our intemal control over financial reporting tiiat occurred during the 
quarter ended December 31,2006, that has materially affected, or is reasonably likely to materially 
affect, our mtemal control over financial reportmg. 

Design and Operation of Control Systems 

Our management, including the Chief Executive Officer and Chief Fmancial Officer, does not 
expect that our disclosure conttols and procedures or our intemal conttol over fmancial reporting will 
prevent or detect aU errors and all fiaud. A conttol system, no matter how well designed and operated, 
can provide only reasonable, not absolute, assurance that the conttol system's objectives will be met. 
The design of a control system must reflect the fact tiiat there are resource consfrainte, and tiie benefite 
of conttols must be considered relative to theh coste. Further, because ofthe inherent limitations in all 
conttol systems, no evaluation of controls can provide absolute assurance that misstatements due to 
error or fraud will not occur or that all conttol issues and uistances of fraud, if any, within the 
company have been detected. These inherent Ihnitations include tiie realities that judgmente in 
decision-making can be faulty and breakdowns can occur because of simple errors or mistakes. 
Confrols can be circumvented by the individual acte of some persons, by collusion of two or more 
people, or by maiagement override ofthe controls. The design of any system of conttols is based m 
part on certahi assumptions about the 
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likelihood of future events, and there can be no assurance that any design will succeed in achieving its stated goals under all 
potential future conditions. Over time, controls may become uiadequate because of changes in condhions or deterioration m 
the degree of compliance with policies or procedures. 

ITEM9B. Other Information 

On February 26,2007, we received notice from the IRS tiiat h has concluded its audh of our income tax returns for tax 
years 2000 through 2004, See addhional discussion in Note 6 to our consolidated fmancial statemente included in Item 8 
hereof 

PART i n 

ITEM 10. Directors, Executive Officers and Corporate Governance 

Infonnation regarding our dhectors and executive ofScers requhed by Item 401 of Regulation S-K is set forth under the 
sections entitied '̂Proposal No. I: Election of Directors" and "Executive Officers" in our Definitive Proxy Statement for the 
2007 Annual Meeting of Stockholders to be filed witii the SEC pursuant to tiie Exchange Act within 120 days ofthe end of 
our fiscal year on December 31,2006 (2007 Proxy Statement), which sections are mcorporated herein by reference. 

Information regarding compliance by our dhectors and executive officers with Section 16(a) ofthe Exchange Act 
requhed by Item 405 of Regulation S-K is set forth under the section entitied "Section 16(a) Beneficial Ownership Reporting 
Compliance" in our 2007 Proxy Statement, which section is incorporated herein by reference. 

Information regarding our adoption of a code of ethics required by Item 406 of Regulation S-K is set forth under the 
section entitied ''''Corporate Governance — Code of Ethics and Business Conduct' m our 2007 Proxy Statement, which 
section is incorporated herein by reference. 

Infomiation regarding any changes in our dhector nomination procedures required by Item 407(c)(3) of Regulation S-K is 
set forth under the sections entitled "Corporate Governance — Identifying and Evaluating Nominees for Director" and 
"Additional Irformation — Stockholder Proposals and Nominations of Directors for the 2008 Annual Meeting m our 2007 
Proxy Statement, which sections are incorporated herein by reference. 

Information regardmg our audh committee required by Item 407(d)(4) and (d)(5) of Regulation S-K is set forth under the 
section entitied "Corporate Governance — Audit Committee '̂ in our 2007 Proxy Statement, which section is incorporated 
herein by reference. 

ITEM 11. Executive Compensation 

Information regardmg executive officer and director compensation required by Item 402 of Regulation S-K is set forth 
under the sections entitied '"''Executive Compensation and Other Matters" and ''Corporate Governance — Director 
Compensation" m our 2007 Proxy Statement, which sections are incorporated herem by reference. 

Infoimation regarding our compensation committee required by Item 407(e)(4) and (e)(5) of Regulation S-K is set forth 
under tiie sections entitied ''''Corporate Governance — Compensation Committee Interlocks and Insider Participation" and 
"Report from the Compensation Committee regarding Executive Compensation" in our 2007 Proxy Statement, which 
sections are incorporated herein by reference. 

ITEM 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 

Information regarding securities authorized for issuance under equity compensation plans requhed by Item 201(d) of 
Regulation S-K is set forth under the section entitled "Executive Compensation and Other 
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Matters — Equity Compensation Plan Information" in our 2007 Proxy Statement, which section is 
incorporated herem by reference. 

Information regarding security ownership requhed by Item 403 of Regulation S-K is set forth 
under the section enthled "StocA Ownership of Certain Beneficial Owners and Management in our 
2007 Proxy Statement, which section is incorporated herein by reference. 

ITEM 13. Certain Relationships and Related Transactions^ and Director Independence 

hiformation regardmg transactions with related persons, promoters and certain conttol persons 
required by Item 404 of Regulation S-K is set forth under the section entitied "''Certain Transactions" 
m our 2007 Proxy Statement, which section is mcorporated herein by reference. 

Information regarding dhector mdependence requhed by Item 407(a) of Regulation S-K is set 
forth under the section entitled "Corporate Governance — Board independence" in our 2007 Proxy 
Statement, which section is incorporated herein by reference, 

ITEM 14. Princ^al Accountant Fees and Services 

The mformation requhed by this item is set forth under the section entitled ""Audit Fees" m our 
2(K)7 Proxy Statement, which section is mcorporated herem by reference. 

PART IV 

ITEM 15. Exhibits and Financial Statement Schedules 

The foUowmg financial statemente, schedules and exhibite are filed as part of this Report 

(1) Financial Statements. Reference is made to the Index to Consolidated Financial Statemente on 
page 41 of this Report. 

(2) All schedules are omitted because tiiey are not applicable or the requhed information is shown 
in the financial statemente or the notes to the financial statemente. 

(3) Exhibits 

EXHIBIT INDEX 

ExhilHt 
Not DescriptiQP 

3.1 — Restated Certificate of Incorporation (previously filed as Exhibh 3.3 to the Company's 
Form 10-Q for tiie quarterly period ended June 30,2003 (No. 001-13831) filed August 14, 
2003 and incorporated herem by reference) 

3.2 — Amended and Restated Bylaws (previously filed as Exhibh 3.2 to the Company's 2000 
Form 10-K (No. 001-13831) filed April 2,2001 and incorporated herein by reference) 

4.1 — Form of Common Stock Certificate (previously filed as Exhibh 4.1 to the Company's 
Registration Statement on Form S-l (No. 333-42957) and mcorporated herein by 
reference) 

4.2 — Amended and Restated Rights Agreement dated as of March 8,2000 and amended and 
restated as of October 24,2002 between Quanta Services, Inc. and American Stock 
Transfer & Tmst Company, as Righte Agent, which includes as Exhibh B thereto the Form 
of Right Certificate (previously filed as Exhibh 1,1 to tiie Company's Form 8-A12B/A 
(No. 001-13831) filed October 25,2002 and incorporated herein by reference) 

4.3 — Subordinated Indenture regarding 4.0% Convertible Subordmated Debentures dated 
July 25,2000 by and between Quanta Services, Inc. and Chf̂ e Bank of Texas, National 
Association, as Trustee (previously filed as Exhibit 4.1 to the Company's Form 8-K 
(No. 001-13831) filed July 26,2000 and incorporated herem by reference) 
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Exhibit 
No. Description 

4.4 — Fhst Supplemental Indenture regarding 4.0% Convertible Subordinated Debentures dated 
July 25,2000 by and between Quanta Services, Inc. and Chase Bank of Texas, National 
Association, as Trustee (previously filed as Exhibh 4.2 to the Company's Form 8-K 
(No. 001-13831) filed July 26,2000 and mcorporated herem by reference) 

4.5 — Indenture regardii^ 4.5% Convertible Subordinated Debentures between Quanta 
Services, Inc. and Wells Fargo Bank, N.A., Trustee, dated as of October 17,2003 
(previously filed as Exhibh 4.1 to the Company's Form 10-Q for the quarterly period 
ended September 30, 2003 0*̂ o. 001-13831) filed November 14,2003 and mcorporated 
herein by reference) 

4.6 — 4.5% Convertible Subordmated Debentures Resale Registration Rights Agreement dated 
October 17,2003 (previously filed as Exhibh 10.1 to the Company's Form 10-Q for the 
quarterly period ended September 30,2003 O^o. 001-13831) filed November 14,2003 
and incorporated herem by reference) 

4.7 — Indenture, dated as of May 3,2006, between Quanta Services, Inc. and Wells Fargo 
Bank, National Association, as tn^tee (previously filed as Exhibh 99.2 to the Company's 
Form 8-K (No. 001-13831) filed May 4,2006 and incorporated herein by reference) 

4.8 — Regisfration Righte Agreement, dated May 3,2006, between Quanta Services, Inc., Banc 
of America Securities LLC, J.P. Moi^an Securhies Inc. and Credit Suisse Securities 
(USA) LLC (previously filed as Exhibh 99.1 to tiie Company's Form 8-K 
(No. 001-13831) fUed May 4,2006 and incorporated herem by reference) 

10.1* — 1999 Employee Stock Purchase Plan (previously fUed as Exhibh 4 to the Company's 
Form S-8 (No. 333-86375) filed September 1,1999 and mcorporated herein by reference) 

10.2* — Amendment No. 1 to 1999 Employee Stock Purchase Plan (previously filed as 
Exhibh 10.1 to die Company's Fomi S-8 (No. 333-86375) filed August 20, 2004 and 
incorporated herem by reference) 

10.3* — 2001 Stock Incentive Plan as amended and restated March 13,2003 (previously filed as 
Exhibft 10.43 to the Company's Form 10-Q for the quarterly period ended March 31, 
2003 (No. 001-13831) fUed May 15, 2003 and mcorporated herem by reference) 

10.4* — 2001 Stock Incentive Plan Form of Current Employee Restricted Stock Agreement 
(previously filed as Exhibh lO.l totiie Company's Form S-K (No. 001-13831) filed 
March 4,2005 and mcorporated herein by reference) 

10.5 — 2001 Stock Incentive Plan Form of Dhector Restricted Stock Agreement (previously filed 
as Exhibh 10.4 to tiie Company's 2004 Form 10-K (No. 001-13831) filed March 16,2005 
and incorporated herein by reference) 

10.6* — 2001 Stock Incentive Plan Form of New Employee Restricted Stock Agreement 
(previously filed as Exhibft 10.5 to die Company's 2004 Form 10-K (No. 001-13831) 
filed March 16,2005 and mcorporated herem by reference) 

10.7* — Employment Agreement, dated March 13,2002, by and between Quanta Services, Inc. 
and John R. Colson (previously filed as Exhibft 10.3 to the Company's Form 8-K 
(No. 001-3831) filed March 21, 2002 and incorporated herein by reference) 

10.8* — Employment Agreement, dated March 13,2002, by and between (Quanta Services, Inc. 
and Nicholas M, Grmdstaff (previously filed as E d̂iibft 10.6 to the Company's Form 8-K 
(No. 001-13831) filed March 21,2002 and incorporated herein by reference) 

10.9* — Employment Agreement, dated March 13,2002, by and between Quanta Services, Inc. 
and James H. Haddox (previously filed as Exhibh 10.8 to the Company's Form 8~K 
(No. 001-13831) filed March 21,2002 and incorporated herem by reference) 

10.10* — Employment Agreement, dated March 13,2002, by and between Quanta Services, Inc. 
and Derrick A. Jensen (previously filed as Exhibh 10.9 to the Company's Form 8-K 
(No. 001-13831) filed March 21,2002 and mcorporated herein by reference) 
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10.11* — Employment Agreement dated as of March 13,2002, by and between Quanta Services, 
Inc. and Kenneth W. Trawick (previously filed as Exhibft 10.1 to the Company's 
Foim 10-Q forthe quarterly period ended September 30,2004 (No. 001-13831) filed 
November 9,2004 and incorporated herem by reference) 

10.12* — Employment Agreement, dated March 13,2002, by and between Quanta Services, Inc. 
and Gary A. Tucci (previously filed as Exhibh 10.13 to the Company's Form 8-K 
(No. 001-13831) filed March 21,2002 and incorporated herein by reference) 

10.13* — Employment Agreement, dated March 13,2002, by and between Quanta Services, Inc. 
and John R. Wilson (previously filed as Exhibh 10.14 to the Company's Form 8-K 
(No. 001-13831) filed March 21,2002 and incorporated herein by reference) 

10.14* — Employment Agreement, dated as of March 13,2002, by and between Quanta Services, 
Inc. and James F. O'Neil, III (previously filed as Exhibit 10.30 to the Company's 
Foim 10-Q for die quarterly period ended June 30,2002 (No. 00M3831) filed 
August 14,2002 and incorporated herein by reference) 

10.15 * — Amendment No. 1 to Employment Agreement between (Quanta Services, Inc. and John R. 
Colson dated June 1,2002 (previously filed as Exhibft 10.42 to the Company's 2002 
Form 10-K (No. 001-13831) filed March 31,2003 and incorporated herein by reference) 

10-16* — Employment Agreement, dated as of May 21,2003, by and between Quanta Services, 
Inc. and John R. Colson (previously filed as Exhibh 10.44 to the Company's Form 10-Q 
for the quarterly period ended June 30,2003 (No. 001-13831) filed August 14, 2003 and 
Micorporated hereui by reference) 

10.17* — Employment Agreement, dated as of May 21,2003, by and between Quanta Services, 
Inc. and James H, Haddox (previously fUed as Exhibh 10.45 to the Company's 
Form 10-Q for tiie quarterly period June 30,2003 (No. 001-13831) filed August 14,2003 
and incorporated herein by reference) 

10.18* — Employment Agreement, dated as of May 21,2003, by and between (Quanta Services, 
Inc. and John R. WUson (previously fded as Exhibh 10.46 to the Company's Form 10-Q 
fiir tiie quarterly period ended June 30,2003 0>Io. 001-13831) filed August 14,2003 and 
incorporated herem by reference) 

. 10.19* — Employment Agreement, dated as of June 1,2004, by and between Quanta Services, Inc. 
and Kennetii W. Trawick (previously filed as Exhibit 10.1 to the Company's Form 10-Q 
for tiie quarterly period ended June 30,2004 O ô. 001-13831) fUed August 9,2004 and 
mcorporated herein by reference) 

10.20 — Purchase Agreement, dated April 26,2006, by and among (Quanta Services, Inc., Banc of 
America Securities LLC, J.P. Morgan Securities Inc. said Credh Suisse Securities (USA) 
LLC (previously filed as Exhibft 99.1 to tiie Company's Form 8-K (No. 001-13831) filed 
May 2,2006 and incorporated hereui by reference) 

10.21 — Amended and Restated Credft Agreement, dated as of June 12,2006, amoi^ Quanta 
Services, hic, as Borrower, the subsidiaries of Quanta Services, Inc. identified therein, as 
Guarantors, Bank of America, N.A., as Administtative Agent, Swing Luie Lender and 
L/C Issuer, and the Lenders party thereto (previously filed as Exhibit 99.1 to the 
Company's Form 8-K (No. 001-13831) filed June 15,2006 and incorporated herem by 
reference) 

10J22 —AmendedandRestatedSecurity Agreement, dated as of June 12,2006, among CJuanta 
Services, Inc., tiie other Debtors identified therein and Bank of America, N.A., as 
Admmistrative Agent for the Lenders (previously filed as Exhibft 99,2 to the Company's 
Form 8-K (No. 001-13831) filed June 15,2006 and uicorporated herein by reference) 

10.23 — Amended and Restated Pledge Agreement, dated as of June 12,2006, among (Quanta 
Services, Inc., the other Pledgors identified therein and Bank of America, N.A., as 
Admmistrative Agent for the Lenders (previously filed as Exhibft 99.3 to the Company's 
Form 8-K (No. 001-13831) filed June 15,2006 and mcorporated hereui by reference) 

10.24 — Underwriting, Contmuing Indemnity and Security Agreement dated as of March 14, 2005 
by (Quanta Services, Inc. and the subsidiaries and affiliates of Quanta Services, Inc. 
identified therem, in favor of Federal Insurance Company (previously filed as 
Exhibft 10.1 totiie Company's Form 8-K O ô. 001-13831) filed March 16,2005 and 
incorporated herein by reference) 
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10.25 — Intercreditor Agreement dated March 14,2005 by and between Federal Insurance Company and Bank of 
America, N,A., as Lender Agent on behalf of the otiier Lender Paties (under the Company's Credft 
Agreement dated as of December 19,2003, as amended) and agreed to by Quanta Services, Inc. and the 
subsidiaries and affiliates of Quanta Services, Inc. identified therein (previously filed as Exhibit 10.2 to the 
Company's Form 8-K (No. 001-13831) filed March 16,2005 and incorporated herein by reference) 

10.26 — Joinder Agreement aid Amendment to Underwritmg, Continuing Indemnity and Security Agreement, dated as 
of November 28,2006, among American Home Assurance Company, National Union Fhe Insurance 
Company of Pittsburgh, Pa., TTie Insurance Company ofthe State of Pennsylvania, Federal Insurance 
Company, Quanta Services, Inc., and the other Indemnitors identified therein (previously filed as Exhibit 99,1 
to the Company's Form 8-K (No. 001-13831) filed December 4, 2006 and incorporated herem by reference) 

10.27 — Dhector Compensation Summary to be effective as ofthe 2005 Annual Meeting ofthe Board of Duectors 
(previously filed as Exhibh 10.1 to the Company's Form 8-K O ô. 001-13831) filed December 7,2004 and 
mcorporated hereui by reference) 

I0.28t — Dhector Compensation Summaiy to be effective as ofthe 2007 Annual Meetuig ofthe Board of Directors 
(filed herewith) 

10.29* — 2006 Incentive Bonus Plan (previously filed as Exhibh 10.1 to the Company's Form 10-Q for the quarterly 
period ended March 31,2006 (No. 001-13831) filed May 9,2006 and mcorporated herein by reference) 

10.30* — Form of Indemnity Agreement (previously fUed as Exhibft 10,1 to die Company's Form 8-K O^o. 001-13831) 
filed May 31,2005 and mcorporated herein by reference) 

21.lt ^- Subsidiaries (fUed herewith) 
23.lt — Consent of PricewaterhouseCoopers LLP (filed herewith) 
31.lt — Certification of Chief Executive Officer pursuant to Rule 13a-14(a) ofthe Exchange Act (filed herewith) 
31.2t — Certification of Chief Fmancial Officer pursuant to Rule 13a-14(a) ofthe Exchange Act (filed herewith) 
32.lt — Certification of Chief Executive Officer and Chief Fmancial Officer pursuant to Rule 13a-14(b) ofthe 

Exchange Act and 18U,S.C. Section 1350, as adopted pursuant to Section 906 ofthe Sarbanes-Oxley Act of 
2002 (furnished herewfth) 

* Management conttacte or compensatory plans or arrangemente 
t Filed or fijmished with this Aimual Report on Form 10-K 
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SIGNATURES 

Pursuant to the requhements of Section 13 or 15(d) ofthe Securities Exchange Act of 1934, Quanta Services, Inc. has 
duly caused this Report to be signed on ite behalf by the undersigned, thereunto duly authorized, in the City of Houston, State 
of Texas, on Februaiy 27,2007. 

QUANTA SERVICES, INC. 

By: /s/ JOHN R. COLSON 
John R. Colson 

Chi^Executive Officer 

KNOWN ALL PERSONS BY THESE PRESENTS, tiiat each person whose signatttte appears below constitotes and 
appomts John R. Colson and James H. Haddox, each of whom may act without jomder ofthe other, as theh tme and lawfel 
attomeys-m-fect and ^ente, each with full power of substitotion and resubstitution, for such person and m his or her name, 
place and stead, in any and all capacities, to sign any and aU amendments to this Annual Report on Form 10-K, and to file the 
same, with sdl exhibite thereto and other documents in cormection therewith, with the Securities and Exchange Commission, 
granting unto said attomeys-in-fect and agente fuU power and authority to do and perform each and every act and tiimg 
requisite and necessary to be done m and about the premises, as fully to all uitents and purposes as he might or could do in 
person, hereby ratifymg and confuming all that said attorneys-in-fact and agente, or their substitutes, may lawfully do or 
cause to be done by virtue hereof. 

Pursuant to the requiremente ofthe Securities Exchange Act of 1934, this Report has been signed by the following 
persons m the capacities indicated on February 27,2007. 

^ n a t u r e 

/s/ JOHN R, COLSON 
John R. Colson 

/s/ JAMES H. HADDOX 
James H. Haddox 

/s/ DERRICK A. JENSEN 
Deirick A. Jensen 

/s/ JAMES R. BALL 
James R. Ball 

/s/ RALPH R. DISIBIO 
Ralph R.DiSibio 

/s/ VINCENT D. FOSTER 
Vuicent D. Foster 

/s/ BERNARD FRIED 
Bemard Fried 

/s/ LOUIS C. GOLM 
Louis C. Golm 

/s/ WORTHING F. JACKMAN 

Title 

Chief Executive Officer, Dhector 
(Principal Executive Officer) 

Chief Financial Officer 
(Principal Fmancial Officer) 

Vice President, Conttoller and 
Chief Accoimthig Officer 

Dhector 

Director 

Director 

Director 

Dhector 

Dhector 

Worthing F. Jackman 
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Signature 

Isl BRUCE RANCK 

Pat Wood, ni 

Page 117 of 120 

Bmce Ranck 

/s/ GARY A. TUCCI 
Gary A. Tucci 

/s/ JOHN R. WILSON 
John R. Wilson 

Is! PAT WOOD, III 

Title 

Dhector 

Dhector 

Director 

Director 

79 

mhtml:file://C:\Documents%20and%20Settiings\nmmielj\Local%20Settmgs\Teinporary%20... 4/3/2007 

file://C:/Documents%20and%20Settiings/nmmielj/Local%20Settmgs/Teinporary%20


elOvk Page 118 of 120 
Table of Contente 

EXHIBIT INDEX 

Exhibit 
No. Description 

3.1 — Resteted Certificate of incorporation (previously filed as Exhibit 3.3 to the Company's 
Fonn 10-Q for die quarterly period ended June 30, 2003 (No, 001-13831) filed August 14, 
2003 and incorporated herem by reference) 

3.2 — Amended and Restated Bylaws (previously filed as Exhibh 3.2 to the Company's 2000 
Form 10-KO^o, 001-13831) filedApril 2,2001 and mcorporated herein by reference) 

4.1 — Form of Common Stock Certificate (previously filed as Exhibft 4.1 to the Company's 
Registration Statement on Form S-l (No. 333-42957) and incorporated herein by 
reference) 

42 — Amended and Restated Rights Agreement dated as of March 8,2000 and amended and 
restated as of October 24,2002 between Quanta Services, Inc. and Americmi Stock 
Transfer & Tmst Company, as Righte Agent, which includes as Exhibit B thereto the 
Form of Right Certificate (previously fUed as Exhibh 1.1 to tiie Company's 
Form 8-A12B/A (No. 001-13831) filed October 25,2002 and mcorporated herem by 
reference) 

4.3 — Subordinated Indenture regarding 4.0% Convertible Subordinated Debentures dated 
July 25,2000 by and between (Quanta Services, Inc. and Chase Bank of Tex^, National 
Association, as Trustee (previously filed as Exhibh 4.1 to the Company's Form 8-K 
(No. 001-13831) filed July 26,2000 and mcorporated herem by reference) 

4.4 — First Supplemental Indenture regarding 4.0% Convertible Suborduiated Debentures dated 
July 25,2000 by and between (Quanta Services, Inc. and Chase Bank of Texas, National 
Association, as Trustee (previously fUed as Exhibh 4.2 to the Company's Form 8-K 
O ô. 001-13831) filed July 26, 2000 and mcorporated herein by reference) 

4.5 — Indenture regarding 4,5% Convertible Subordhiated Debentures between Quanta Services, 
Inc. and Wells Fargo Bank, N.A., Tmstee, dated as of October 17,2003 (previously fUed 
as Exhibh 4,1 to the Company's Form 10-Q for the quarterly period ended September 30, 
2003 (No. 001-13831) filed November 14,2003 and incorporated herein by reference) 

4.6 — 4,5% Convertible Subordinated Debentures Resale Registtation Righte Agreement dated 
October 17,2003 (previously filed as Exhibft 10.1 to die Company's Form 10-Q for tiie 
quarterly period ended September 30, 2003 (No. 001-13831) filed November 14,2003 and 
incorporated herein by reference) 

4.7 — Indenture, dated as of May 3,2006, between Quanta Services, Inc. and Wells Fargo Bank, 
National Association, as trustee (previously filed as Exhibit 99.2 to the Company's 
Form 8-K (001-13831) filed May 4,2006 and incorporated herein by reference) 

4.8 — Registration Rights Agreement, dated May 3,2006, between Quanta Services, Inc., Banc 
of America Securities LLC, J.P. Morgan Securities Inc. and Credit Suisse Securities 
(USA) LLC (previously fUed as Exhibft 99.1 to tiie Company's Form 8-K (No. 
001-13831) filed May 4,2006 and mcorporated herein by reference) 

10.1* — 1999 Employee Stock Purchase Plan (previously filed as Exhibh 4 to the Company's 
Form S-8 (No. 333-86375) filed September 1,1999 and incorporated herefti by reference) 

10.2* — Amendment No, I to 1999 Employee Stock Purchase Plan (previously filed as 
Exhibh 10.1 to tiie Company's Form S-8 (No. 333-86375) filed August 20,2004 and 
incorporated herein by referoice) 

10.3* — 2001 Stock Incentive Plan as amended and restated March 13,2003 (previously filed as 
Exhibft 10.43 to the Con^any's Form 10-Q for the quarterly period ended March 31,2003 
(No. 001-13831) filed May 15, 2003 and mcorporated herem by reference) 

10.4* —2001 Stock Incentive Plan Form of Current Employee Restricted Stock Agreement 
(previously filed as Exhibft 10.1 to die Company's Form 8-K (No. 001-13831) filed 
March 4,2005 and incorporated herem by reference) 

10.5 — 2001 Stock hicenfive Plan Form of Dhector Restticted Stock Agreement (previously filed 
as Exhibft 10.4 to tiie Company's 2004 Form 10-K (No. 001-13831) filed March 16,2005 
and incorporated herein by reference) 

10.6* — 2001 Stock Incentive Plan Form of New Employee Restricted Stock Agreement 
(previously filed as Exhibft 10.5 to die Company's 2004 Form 10-K (No. 001-13831) filed 
March 16, 2005 and uicorporated herem by reference) 
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10.7* — Employment Agreement, dated March 13,2002, by and between Quanta Services, Inc. 
and John R. Colson (previously filed as Exhibft 10.3 to die Company's Form 8-K 
(No. 001-3831) filed March 21,2002 and mcorporated herem by reference) 

10.8* — Employment Agreement, dated March 13,2002, by and between (^anta Services, Inc. 
and Nicholas M. Grmdstaff (previously filed as Exhibit 10.6 to the Company's Form 8-K 
(No. 001-13831) filed March 21,2002 and mcorporated herein by reference) 

10.9* — Employment Agreement, dated March 13,2002, by and between Quanta Services, Inc. 
and James H. Haddox (previously filed as Exhibft 10,8 to the Company's Form 8-K 
(No. 001-13831) fUed March 21,2002 and incorporated herem by reference) 

10.10* — Employment Agreement, dated March 13,2002, by and between Quanta Services, Inc. 
and Derrick A. Jensen (previously filed as Exhibit 10.9 to the Company's Form 8-K 
(No. 001-13831) filed March 21,2002 and mcorporated herein by reference) 

10.11* — Employment Agreement dated as of March 13,2002, by and between Quanta Services, 
Inc. and Kermeth W. Trawick (previously filed as Exhibft 10.1 to the Company's 
Form 10-Q for tiie quarterly period ended September 30,2004 (No. 001-13831) filed 
November 9,2004 and incorporated herem by reference) 

10.12* — Employment Agreement, dated M^ch 13,2002, by and between (^anta Services, Inc. 
and Gary A. Tucci (previously fUed as Exhibh 10.13 to the Company's Form 8-K 
(No, 001-13831) filed March 21,2002 and uicorporated herein by reference) 

10.13* — &npioyment Agreement, dated March 13,2002, by Mid between Quanta Services, Inc. 
and John R, Wilson (previously filed as Exhibit 10.14 to the Company's Form 8-K 
(No. 001-13831) filed March 21,2002 and incorporated herem by reference) 

10.14* — Employment Agreement, dated as of March 13,2002, by and between Quanta Services, 
Inc. and James F. O'Neil, III (previously filed as Exhibit 10.30 to the Company's 
Form 10-Q for die quarterly period ended June 30,2002 O^o. 001-13831) filed 
August 14,2002 and incorporated herein by reference) 

10.15* — Amendment No, 1 to Employment Agreement between (Quanta Services, Inc, and John R. 
Coteon dated June 1,2002 (previously filed as Exhibft 10.42 to die Company's 2002 
Form 10-K (No. 001-13831) filed March 31,2003 and incorporated herem by reference) 

10.16* — Employment Agreement, dated as of May 21,2003, by and between Quanta Services, 
Inc. and John R. Colson (previously filed as Exhibft 10.44 to the Company's Form 10-Q 
for tiie quarterly period ended June 30, 2003 (No. 001-13831) filed August 14,2003 and 
incorporated herein by reference) 

10.17* — Employment Agreement, dated as of May 21,2003, by and between Quanta Services, 
Inc. and James H. Haddox (previously filed as Exhibit 10.45 to the CompMiy's 
Form 10-Q for tiie quarterly period June 30,2003 (No. 001-13831) filed August 14,2003 
and incorporated herein by reference) 

10.18* — Employment Agreement, dated as of May 21,2003, by and between (Quanta Services, 
Inc. and John R. Wilson (previously filed as Exhibft 10.46 to the Company's Form 10-Q 
for tiie quarterly period ended June 30, 2003 (No. 001-13831) filed August 14,2003 and 
mcorporated herein by reference) 

10.19* — Employment Agreement, dated as of June 1,2004, by and between Quanta Services, Inc, 
and Kenneth W. Trawick (previously filed as Exhibft 10.1 to tiie Company's Form 10-Q 
for tiie quarterly period ended June 30, 2004 (No. 001-13831) filed August 9,2004 and 
incorporated herefti by reference) 

10.20 — Purchase Agreement, dated April 26,2006, by and among Quanta Services, Inc., Banc of 
America Securities LLC, J.P. Morgan Securities Inc. and Credft Suisse Securities (USA) 
LLC (previously filed as Exhibft 99.1 to die Company's Form 8-K (No. 001-13831) filed 
May 2,2006 and incorporated hereui by reference) 

10.21 — Amended and Restated Credit Agreement, dated i^ of June 12,2006, among Quanta 
Services, Inc., as Borrower, the subsidiaries of (Quanta Services, Inc. identified therein, as 
Guarantor, Bank of America, N.A., as Admmisttative Agent, Swmg Luie Lender and 
L/C Issuer, and the Lenders party thereto (previously filed as Exhibit 99.1 to the 
Company's Form 8-K (No. 001-13831) filed June 15,2006 and incorporated herein by 
reference) 

10.22 — Amended and Restated Security Agreement, dated as of June 12,2006, among (Quanta 
Services, Inc., the other Debtors identified therein and Bank of America, N.A., as 
Admuiistrative Agent for tiie Lenders (previously filed as Exhibft 99.2 to the Company's 
Form 8-K (No. 001-13831) filed June 15,2006 and uicorporated herefti by reference) 
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10.23 — Amended and Restated Pledge Agreement, dated as of June 12,2006, among Quanta 
Services, Inc., the other Pledgors identified therein and Bank of America, N A., as 
Admmistrative Agent for die Lenders (previously filed as Exhibft 99.3 to the Company's 
Fonn 8-K OSIo. 001-13831) filed June 15,2006 and incoiporated herein by reference) 

10.24 — Underwriting, Continumg Indemnity and Security Agreement dated as of March 14,2005 
by (̂ ufflita Services, Inc. and tiie subsidiaries and affihates of Quanta Services, Inc. 
identified therein, m favor of Federal Insurance Company (previously filed as 
Exhibft 10.1 to tiie Company's Fonn 8-K O ô. 001-13831) filed March 16,2005 and 
mcorporated herein by reference) 

10.25 — Intercreditor Agreement dated March 14,2005 by and between Federal Insurance 
Company and Bank of America, N.A., as Lender Agent on behalf of the other Lender 
Parties (under the Company's Credft Agreement dated as of December 19,2003, as 
amended) and agreed to by Quanta Services, Inc. and the subsidiaries and affiliates of 
Quanta Services, Inc. identified therein (previously fded as Exhibft 10.2 to tiie 
Company's Form 8-K (No. 001-13831) filed March 16,2005 and incorporated herefti by 
reference) 

10.26 — Jouider Agreement and Amendment to Underwriting, Conthiiung Indemnity and Security 
Agreement, dated as of November 28,2006, amon^ American Home Assurance 
Company, National Union Fire Insurance Company of Pittsburgh, Pa., The Insurance 
Company ofthe State of Pennsylvania, Federal Insurance Company, (Quanta Services, 
Inc., and the other Indemnitors identified thereui (previously filed as Exhibft 99.1 to the 
Company's Fonn 8-K (No. 001-13831) filed December 4,2006 and uicorporated herem 
by reference) 

10.27 — Dhector Compensation Summary to be effective as ofthe 2005 Annual Meetuig ofthe 
Board of Directors (previously filed as Exhibit 10.1 to the Company's Form 8-K 
(No. 001-13831) fUed December 7,2004 and uicorporated herein by reference) 

10.28t — Director Compensation Summary to be effective as ofthe 2007 Annual Meeting ofthe 
Board of Dhectors (fded herewitii) 

10.29* — 2006 Incentive Bonus Plan (previously filed as Exhibft 10.1 to die Company's 
Form 10-Q for tiie quarterly period ended March 31,2006 (No. 001-13831) filed May 9, 
2006 and incorporated herein by reference) 

10.30* — Form of Indeirmity Agreement (previously filed as Exhibft 10.1 to the Company's 
Form 8-K (No. 001-13831) filed May 31,2005 and incorporated herem by reference) 

21.lt — Subsidiaries (filed herewith) 
23.11 — Consent of PricewaterhouseCoopers LLP (filed herewith) 
SLl-j- — Certification of Chief Executive Officer pursuant to Rule 13a-14(a) ofthe Exchange Act 

(filed herewitii) 
3l.2t — Certification of Chief Financial Officer pursuant to Rule I3a-I4(a) ofthe Exchange Act 

(filed herewith) 
32.lt — Certification of Chief Executive Officer and Chief Financial Officer pursuant to Rule 

13a-14(b) ofthe Exchange Act and 18 U.S.C. Section 1350, as adopted pursuant to 
Section 906 ofthe Sarbanes-Oxley Act of 2002 (furnished herewith) 

* Management conttacts or compensatory plans or arrangemente 
t Filed or furnished wfth this Annual Report on Form 10-K 
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EXHIBIT 5 

List of Sttnesvs, LLC Officers 



Principal Corporate Officers of Sunesys, LLC 

Lawrence P. Coleman 
202 Titus Avenue 
Warrington, PA 18976 
(267) 927-2000 
William P. Coleman 
202 Titus Avenue 
Warrington, PA 18976 
(267) 927-2000 
AlanKatz 
202 Titus Avenue 
Warrington, PA 18976 
(267) 927-2000 
Terence R. Montgomery 
202 Titus Avenue 
Warrington, PA 18976 
(267) 927-2000 
John P. Clark 
202 Titus Avenue 
Warrington, PA 18976 
(267) 927-2000 
Deborah Lofton 
202 Titus Avenue 
Warrington, PA 18976 
(267) 927-2000 
William H. MuUer 
202 Titus Avenue 
Warrington, PA 18976 
(267) 927-2000 
Paul T. Bradshaw 
202 Titus Avenue 
Warrington, PA 18976 
(267) 927-2000 

President 

Senior Vice President - Operations 

Senior Vice President 

Senior Vice President & Treasurer 

Vice President-Finance 

Senior Vice President & Secretary 

Assistant Secretary 

Assistant Secretary 




