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None

Indicate by check mark if the Registrant is a well-known seasoned issuer (as defined in Rule 405 of the Securities
Act).  Yes þ     No o

Indicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Exchange Act.  Yes o     No þ

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant
was required to file such reports), and (2) has been subject to such filing requirements for the past
90 days:  Yes þ     No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate web site, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of
this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit and
post such files).  Yes þ     No o

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 definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.  o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting
company� in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer þ Accelerated filer o Non-accelerated filer o
(Do not check if a smaller reporting company)

Smaller reporting company o

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

As of June 30, 2009 (the last business day of the Registrant�s most recently completed second fiscal quarter), the
aggregate market value of the Common Stock and Limited Vote Common Stock of the Registrant held by
non-affiliates of the Registrant, based on the last sale price of the Common Stock reported by the New York Stock
Exchange on such date, was approximately $4.52 billion and $7.71 million, respectively (for purposes of calculating
these amounts, only directors, officers and beneficial owners of 10% or more of the outstanding capital stock of the
Registrant have been deemed affiliates).

As of February 18, 2010, the number of outstanding shares of the Common Stock of the Registrant was 209,396,059.
As of the same date, 662,293 shares of Limited Vote Common Stock were outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Registrant�s Definitive Proxy Statement for the 2010 Annual Meeting of Stockholders are incorporated
by reference into Part III of this Form 10-K.
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PART I

ITEM 1. Business

General

Quanta Services, Inc. (Quanta) is a leading national provider of specialty contracting services, offering infrastructure
solutions to the electric power, natural gas, oil and telecommunications industries. The services we provide include the
design, installation, upgrade, repair and maintenance of infrastructure within each of the industries we serve, such as
electric power transmission and distribution networks and substation facilities, natural gas and oil transmission and
distribution systems, and fiber optic, copper and coaxial cable networks used for video, data and voice transmission.
We also design, procure, construct and maintain fiber optic telecommunications infrastructure in select markets and
license the right to use these point-to-point fiber optic telecommunications facilities to customers.

We report our results under four reportable segments: (1) Electric Power Infrastructure Services, (2) Natural Gas and
Pipeline Infrastructure Services, (3) Telecommunications Infrastructure Services and (4) Fiber Optic Licensing. These
reportable segments are based on the types of services we provide. Our consolidated revenues for the year ended
December 31, 2009 were approximately $3.32 billion, of which 62% was attributable to the Electric Power
Infrastructure Services segment, 24% to the Natural Gas and Pipeline Infrastructure Services segment, 11% to the
Telecommunications Infrastructure Services segment and 3% to the Fiber Optic Licensing segment.

We have established a nationwide presence with a workforce of over 14,500 employees, which enables us to quickly,
reliably and cost-effectively serve a diversified customer base. We believe our reputation for responsiveness and
performance, geographic reach, comprehensive service offering, safety leadership and financial strength have resulted
in strong relationships with numerous customers, which include many of the leading companies in the industries we
serve. Our ability to deploy services to customers throughout North America as a result of our broad geographic
presence and significant scale and scope of services is particularly important to our customers who operate networks
that span multiple states or regions. We believe these same factors also position us to take advantage of potential
international opportunities.

Representative customers include:

� Alabama Power Company
� Ameren
� American Electric Power
� America Transmission Company
� AT&T
� BC Transmission Corporation
� CenterPoint Energy
� Commonwealth Edison
� Duke Energy
� Energy Transfer Partners
� Entergy
� Enterprise Products
� Florida Power & Light
� Georgia Power Company
� International Transmission Company
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� Kansas City Power & Light
� Kinder Morgan
� Lower Colorado River Authority
� Mid American Energy
� National Grid
� NextEra
� Northeast Utilities System
� Oklahoma Gas & Electric
� Pacific Gas & Electric
� PacificCorp
� Puget Sound Energy
� Qwest
� Regency Energy Partners
� San Diego Gas & Electric
� Sempra Energy Company
� South Carolina Power & Light
� Southern California Edison
� TransCanada
� Verizon Communications
� Westar Energy
� Xcel Energy

We were organized as a corporation in the state of Delaware in 1997, and since that time we have grown organically
and made strategic acquisitions, expanding our geographic presence and scope of services and developing new
capabilities to meet our customers� evolving needs. In particular, in the past three years, we have completed two
significant acquisitions, as well as several smaller acquisitions. On October 1, 2009, Quanta acquired Price Gregory
Services, Incorporated (Price Gregory), which provides natural gas and oil transmission
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pipeline infrastructure services in North America, specializing in the construction of large diameter transmission
pipelines. The acquisition significantly expanded our existing natural gas and pipeline operations and, when combined
with our electric power services, positions us as a leader in the North American energy transmission infrastructure
market. Price Gregory�s financial results are generally included in Quanta�s Natural Gas and Pipeline Infrastructure
Services segment. Additionally, on August 30, 2007, we acquired, through a merger transaction, all of the outstanding
common stock of InfraSource Services, Inc. (InfraSource). Similar to us, InfraSource provided design, procurement,
construction, testing and maintenance services to electric power utilities, natural gas companies, telecommunications
companies, government entities and heavy industrial companies, such as petrochemical processing and refining
businesses, primarily in the United States. As a result of the acquisition of InfraSource, we enhanced and expanded
our position as a leading specialized contracting services company. 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. We believe that our financial strength and experienced
management team will be attractive to acquisition candidates.

We believe that our business strategies, along with our competitive and financial strengths, are key elements in
differentiating us from our competition and position us to capitalize on future capital spending by our customers over
the long-term. We offer comprehensive and diverse solutions on a broad geographic scale and have a solid base of
long-standing customer relationships in each of the industries we serve. We also have an experienced management
team, both at the executive level and within our operating units, and various proprietary technologies that enhance our
service offerings. Our strategies of expanding the portfolio of services we provide to our existing and potential
customer base, increasing our geographic and technological capabilities and promoting best practices and cross-selling
our services to our customers, as well as continuing to maintain our financial strength, place us in a strong position to
capitalize upon opportunities and trends in the industries we serve and to expand our operations globally.

Reportable Segments

The following is an overview of the types of services provided by each of our reportable segments and certain of the
long-term industry trends impacting each segment. With respect to industry trends, we and our customers continue to
operate in a challenging business environment in light of the economic downturn and weak capital markets. These
factors have adversely affected demand for our services, and demand may continue to be impacted until conditions
improve. Therefore, we cannot predict the timing or magnitude that industry trends may have on our business,
particularly in the near-term.

Electric Power Infrastructure Services Segment

The Electric Power Infrastructure Services segment provides comprehensive network solutions to customers in the
electric power industry. Services performed by the Electric Power Infrastructure Services segment generally include
the design, installation, upgrade, repair and maintenance of electric power transmission and distribution networks and
substation facilities along with other engineering and technical services. This segment also provides emergency
restoration services, including repairing infrastructure damaged by inclement weather, the energized installation,
maintenance and upgrade of electric power infrastructure utilizing unique bare hand and hot stick methods and our
proprietary robotic arm technologies, and the installation of �smart grid� technologies on electric power networks. In
addition, this segment designs, installs and maintains wind turbine facilities and solar arrays and related switchyards
and transmission networks for renewable power generation sources. To a lesser extent, this segment provides services
such as the design, installation, maintenance and repair of commercial and industrial wiring, installation of traffic
networks and the installation of cable and control systems for light rail lines.

Several industry trends provide opportunities for growth in demand for the services provided by the Electric Power
Infrastructure Services segment, including the need to improve the reliability of the aging power infrastructure, the
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expected long-term increase in demand for electric power and the incorporation of renewable energy and other new
power generation sources into the North American power grid. We believe that we are the partner of choice for our
electric power and renewable energy customers in need of broad infrastructure expertise, specialty equipment and
workforce resources.
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Demand for electricity in North America is expected to grow over the long-term, but the U.S. and Canadian electric
power grids are aging, continue to deteriorate and lack redundancy. This increasing demand, coupled with the aging
infrastructure, will affect reliability, requiring utilities to upgrade and expand their existing transmission and
distribution systems. Further, current federal legislation requires the power industry to meet federal reliability
standards for its transmission and distribution systems. We expect these system upgrades to result in increased
spending and increased demand for our services over the long-term.

We consider renewable energy, including wind and solar, to be one of the largest, most rapidly emerging opportunities
for our engineering, project management and installation services. Concerns about greenhouse gas emissions, as well
as the goal of reducing reliance on power generation from fossil fuels, are creating the need for more renewable
energy sources. Renewable portfolio standards, which mandate that renewable energy constitute a specified
percentage of a utility�s power generation, exist in many states. Additionally, several of the provisions of the American
Recovery and Reinvestment Act of 2009 (ARRA) include incentives for investments in renewable energy, energy
efficiency and related infrastructure. We believe that our comprehensive services, industry knowledge and experience
in the design, installation and maintenance of renewable energy facilities will enable us to support our customers�
renewable energy efforts.

As demand for power grows, the need for new power generation facilities will grow as well. The future development
of new traditional power generation facilities, as well as renewable energy sources, will require new or expanded
transmission infrastructure to transport power to demand centers. Renewable energy in particular often requires
significant transmission infrastructure due to the remote location of renewable sources of energy. As a result, we
anticipate that future development of new power generation will lead to increased demand over the long-term for our
electric transmission design and construction services, and our substation engineering and installation services.

Natural Gas and Pipeline Infrastructure Services Segment

The Natural Gas and Pipeline Infrastructure Services segment provides comprehensive network solutions to customers
involved in the transportation of natural gas, oil and other pipeline products. Services performed by the Natural Gas
and Pipeline Infrastructure Services segment generally include the design, installation, repair and maintenance of
natural gas and oil transmission and distribution systems, compressor and pump stations and gas gathering systems, as
well as related trenching, directional boring and automatic welding services. In addition, this segment�s services
include pipeline protection, pipeline integrity and rehabilitation and fabrication of pipeline support systems and related
structures and facilities. This segment also provides emergency restoration services, including repairing natural gas
and oil pipeline infrastructure damaged by inclement weather. To a lesser extent, this segment designs, installs and
maintains airport fueling systems as well as water and sewer infrastructure.

We see potential growth opportunities over the long-term in our natural gas operations, primarily in natural gas
pipeline installation and maintenance services and related services for gas gathering systems and pipeline integrity.
Ongoing development of gas shale formations throughout the United States has resulted in a significant increase in the
natural gas supply as compared to several years ago, leading to a reduction in natural gas prices from the levels in the
2003 to 2008 period. Additionally, as the cleanest-burning fossil fuel, low-cost natural gas supports the U.S. goals of
energy independence from foreign energy sources and a cleaner environment.

The U.S. Department of Energy has stated that most fossil fuel generation infrastructure built over the next two
decades will likely be natural gas-fired power plants. In addition, as renewable energy generation continues to increase
and become a larger percentage of the overall power generation mix, we believe natural gas will be the fuel of choice
to provide backup power generation to offset renewable energy intermittency. We also anticipate that the above
factors bode well for natural gas as a transitional fuel to nuclear power over the next several decades.
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We believe the existing transmission pipeline infrastructure is insufficient to meet this growing natural gas demand
even at current levels of consumption. For instance, it is estimated that it would take several years to build the
transmission infrastructure to connect new sources of natural gas to demand centers throughout the U.S. Our
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recent acquisition of Price Gregory, which significantly expands our natural gas services and positions us as a leading
provider of transmission pipeline infrastructure services in North America, will allow us to take advantage of these
opportunities.

The U.S. Department of Transportation has also implemented significant regulatory legislation through the Pipeline
and Hazardous Materials Safety Administration relating to pipeline integrity requirements that we expect will increase
the demand for our pipeline integrity and rehabilitation services over the long-term.

Telecommunications Infrastructure Services Segment

The Telecommunications Infrastructure Services segment predominantly provides comprehensive network solutions
to customers in the telecommunications and cable television industries. Services performed by the
Telecommunications Infrastructure Services segment generally include the design, installation, repair and
maintenance of fiber optic, copper and coaxial cable networks used for video, data and voice transmission, as well as
the design and installation of wireless communications towers and switching systems. This segment also provides
emergency restoration services, including repairing telecommunications infrastructure damaged by inclement weather.
To a lesser extent, services provided under this segment include cable locating, splicing and testing of fiber optic
networks and residential installation of fiber optic cabling.

We believe that several of the large telecommunications companies remain committed to their fiber to the premises
(FTTP) and fiber to the node (FTTN) initiatives over the long-term. We believe the rate of growth in fiber network
build-outs will continue to increase over the long-term as more Americans look to next-generation networks for faster
internet and more robust video services. While not all of the spending in the FTTP and FTTN initiatives will be for
services that we provide, we believe that we are well-positioned to furnish infrastructure solutions for these initiatives
throughout the United States. We also anticipate increased long-term opportunities arising from plans by several
wireless companies to transition to 4G technology, as well as the installation of fiber optic �backhaul� to provide links
from wireless cell sites to broader voice, data and video networks.

We also believe that certain provisions of the ARRA could create demand for our services over the long-term.
Specifically, the ARRA includes funding provisions for the deployment of high-speed internet to rural areas that lack
sufficient bandwidth to adequately support economic development, as well as funding to states for restoration, repair
and construction of highways, which may create the need for relocation and upgrade of telecommunications
infrastructure.

Fiber Optic Licensing Segment

The Fiber Optic Licensing segment designs, procures, constructs and maintains fiber optic telecommunications
infrastructure in select markets and licenses the right to use these point-to-point fiber optic telecommunications
facilities to its customers pursuant to licensing agreements, typically with lease terms from five to twenty-five years,
inclusive of certain renewal options. Under those agreements, customers are provided the right to use a portion of the
capacity of a fiber optic facility, with the facility owned and maintained by us. The Fiber Optic Licensing segment
provides services to educational and healthcare institutions, large industrial and financial services customers and other
entities with high bandwidth telecommunication needs. The telecommunication services provided through this
segment are subject to regulation by the Federal Communications Commission and certain state public utility
commissions.

The growth opportunities in our Fiber Optic Licensing segment primarily relate to geographic expansion to serve
customers who need secure high-speed networks, in particular education and healthcare institutions. Opportunities for
geographic expansion exist in both our markets we currently serve, which entails expanding our existing network to
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add new customers, and new markets involving the build-out of new networks. Growth in this segment will generate
the need for continued significant capital expenditures.

Financial Information about Geographic Areas

We operate primarily in the United States; however, we derived $71.5 million, $98.8 million and $112.2 million of
our revenues from foreign operations, the majority of which was earned in Canada, during the years ended
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December 31, 2007, 2008 and 2009, respectively. In addition, we held property and equipment in the amount of
$9.0 million, $6.5 million and $57.1 million in foreign countries as of December 31, 2007, 2008 and 2009,
respectively.

Our business, financial condition and results of operations in foreign countries may be adversely impacted by
monetary and fiscal policies, currency fluctuations, energy shortages, regulatory requirements and other political,
social and economic developments or instability. Refer to Item 1A. �Risk Factors� for additional information.

Customers, Strategic Alliances and Preferred Provider Relationships

Our customers include electric power, natural gas, oil, telecommunications and cable television companies, as well as
commercial, industrial and governmental entities. Our 10 largest customers accounted for approximately 32% of our
consolidated revenues during the year ended December 31, 2009. Our largest customer accounted for approximately
5% of our consolidated revenues for the year ended December 31, 2009.

Although we have a centralized marketing strategy, management at each of our operating units is responsible for
developing and maintaining successful long-term relationships with customers. Our operating unit management teams
build upon existing customer relationships to secure additional projects and increase revenue from our current
customer base. Many of these customer relationships originated decades ago and are maintained through a partnering
approach to account management that includes project evaluation and consulting, quality performance, performance
measurement and direct customer contact. On an operating unit level, management maintains a parallel focus on
pursuing 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 accounts and projects that would require services from
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 certain payment terms and negotiated rates.

We believe that our strategic relationships with customers in the electric power, natural gas, oil and
telecommunications industries will continue to result in future opportunities. 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 initial term of approximately two to four years that
may include an option to add extensions at the end of the initial term. Certain of our strategic alliance and long-term
maintenance agreements are �evergreen� contracts with exclusivity clauses providing that we will be awarded all
contracts, or giving us a right of first refusal for contracts, for a certain type of work or work in a certain geographic
region.

Backlog

Backlog represents the amount of revenue that we expect to realize from work to be performed in the future on
uncompleted contracts, including new contractual agreements on which work has not begun. The backlog estimates
include amounts under long-term maintenance contracts in addition to construction contracts. We determine the
amount of backlog for work under long-term maintenance contracts, or master service agreements (MSAs), by using
recurring historical trends inherent in the current MSAs, factoring in seasonal demand and projected customer needs
based upon ongoing communications with the customer. We also include in backlog our share of work to be
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present our total backlog by reportable segment as of December 31, 2009 and 2008 along with an estimate of the
backlog amounts expected to be realized within 12 months of each balance sheet date (in $000�s):

Backlog as of Backlog as of
December 31, 2009 December 31, 2008

12 Month Total 12 Month Total

Electric Power Infrastructure Services $ 1,312,141 $ 3,855,320 $ 1,629,474 $ 3,556,191
Natural Gas and Pipeline Infrastructure Services 847,702 1,120,795 584,602 847,641
Telecommunications Infrastructure Services 222,999 285,295 290,846 406,831
Fiber Optic Licensing 87,786 387,373 72,378 381,907

Total $ 2,470,628 $ 5,648,783 $ 2,577,300 $ 5,192,570

Information quantifying our backlog by reportable segment was not captured for the 2007 period; however, our total
backlog at December 31, 2007 was approximately $4.67 billion, of which the 12 month backlog was approximately
$2.36 billion.

As discussed above, our backlog estimates include amounts under MSAs. In many instances, our customers are not
contractually committed to specific volumes of services under our MSAs, and many of our contracts may be
terminated with notice. There can be no assurance as to our customers� requirements or that our estimates are accurate.
In addition, many of our MSAs, as well as contracts for fiber optic licensing, are subject to renewal options. For
purposes of calculating backlog, we have included future renewal options only to the extent the renewals can
reasonably be expected to occur.

Competition

The markets in which we operate are highly competitive. We compete with other contractors in most of the
geographic markets in which we operate, and several of our competitors are large domestic companies that have
significant financial, technical and marketing resources. In addition, there are relatively few barriers to entry into some
of the industries in which we operate and, as a result, any organization that has adequate financial resources and
access to technical expertise may become a competitor. A significant portion of our revenues is currently derived from
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. The current
economic environment has increased the impacts of competitive pricing in certain of the markets that we serve. We
believe that as demand for our services increases, customers will increasingly consider other factors in choosing a
service provider, including technical expertise and experience, financial and operational resources, nationwide
presence, industry reputation and dependability, which we expect to benefit larger 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 also face competition from the in-house service organizations of our existing or prospective
customers, including electric power, natural gas and pipeline, telecommunications, cable television and engineering
companies, which employ personnel who perform some of the same types of services as those provided by us.
Although a significant portion of these services is currently outsourced by our customers, in particular relating to
larger energy transmission infrastructure projects, there can be no assurance that our existing or prospective customers
will continue to outsource services in the future.
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As of December 31, 2009, we had 2,260 salaried employees, including executive officers, professional and
administrative staff, project managers and engineers, job superintendents and clerical personnel, and 12,413 hourly
employees, the number of which fluctuates depending upon the number and size of the projects we undertake at any
particular time. Approximately 44% of our hourly employees at December 31, 2009 were covered by collective
bargaining agreements, primarily with the International Brotherhood of Electrical Workers (IBEW) and the four
pipeline construction trade unions administered by the Pipe Line Contractors Association (PLCA), which are the
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Laborers International Union of North America, International Brotherhood of Teamsters, United Association of
Plumbers and Pipefitters and the International Union of Operating Engineers. These collective bargaining agreements
require the payment of specified wages to our union employees, the observance of certain workplace rules and the
payment of certain amounts to multi-employer pension plans and employee benefit trusts rather than administering the
funds on behalf of these employees. These collective bargaining agreements have varying terms and expiration dates.
The majority of the collective bargaining 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 health, welfare and benefit plans 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 contributions through a payroll deduction. We make matching 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 industry is experiencing a shortage of journeyman linemen in certain geographic areas. In response to the
shortage, we seek to take advantage of various IBEW and National Electrical Contractors Association (NECA)
training programs and support the joint IBEW/NECA Apprenticeship Program which trains qualified electrical
workers. We have also established apprenticeship training programs approved by the U.S. Department of Labor for
employees not subject to the IBEW/NECA Apprenticeship Program, as well as additional company-wide and
project-specific employee training and educational programs.

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

Materials

Our customers typically supply most or all of the materials required for each job. However, for some of our contracts,
we may procure all or part of the materials required. We purchase such materials from a variety of sources and do not
anticipate experiencing any significant difficulties in procuring such materials.

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 policy of operating safely and prudently, we have been and will continue to be
subject to claims by employees, customers and third parties for property damage and personal injuries resulting from
performance of our services. Our operating units have established comprehensive safety policies, procedures and
regulations and require that employees complete prescribed training and service programs prior to performing more
sophisticated and technical jobs, which is in addition to those programs required, if applicable, by the IBEW/NECA
Apprenticeship Program, the training programs sponsored by the four trade unions administered by the PLCA or our
equivalent programs. Under the IBEW/NECA Apprenticeship Program, all journeyman linemen are required to
complete a minimum of 7,000 hours of on-the-job training, approximately 200 hours of classroom education and
extensive testing and certification. Certain of our operating units have established apprenticeship training programs
approved by the U.S. Department of Labor that prescribe equivalent training requirements for employees who are not
otherwise subject to the requirements of the IBEW/NECA Apprenticeship Program. In addition, the Laborers
International Union of North America, International Brotherhood of Teamsters, United Association of Plumbers and
Pipefitters and the International Union of Operating Engineers have training programs specifically designed for
developing and improving the skills of their members who work in the pipeline construction industry. Our operating
units also benefit from sharing best practices regarding their training and educational programs and comprehensive
safety policies and regulations.
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Our operations are subject to various federal, state, local and international laws and regulations including:

� licensing, permitting and inspection requirements applicable to electricians and engineers;

8

Edgar Filing: QUANTA SERVICES INC - Form 10-K

Table of Contents 19



Table of Contents

� building and electrical codes;

� permitting and inspection requirements applicable to construction projects;

� regulations relating to worker safety and environmental protection;

� telecommunication regulations affecting our fiber optic licensing business; 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
fines or revocation of our operating licenses.

Environmental Matters and Climate Change Impacts

We are committed to the protection of the environment and train our employees to perform their duties accordingly.
We are subject to numerous federal, state, local and international environmental laws and regulations governing our
operations, including the handling, transportation and disposal of non-hazardous and hazardous substances and
wastes, as well as emissions and discharges into the environment, including 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 liabilities 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 from such
substances or wastes could interfere with 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 time, we may incur costs and obligations for correcting environmental noncompliance matters and for
remediation at or relating to certain of our properties. We believe that we are in substantial compliance with our
environmental obligations to date and that any such obligations will not have a material adverse effect on our business
or financial performance.

The potential physical impacts of climate change on our operations are highly uncertain. Climate change may result
in, among other things, changing rainfall patterns, changing storm patterns and intensities and changing temperature
levels. As discussed below, our operating results are significantly influenced by weather. Therefore, significant
changes in historical weather patterns could significantly impact our future operating results. For example, if climate
change results in drier weather and more accommodating temperatures over a greater period of time in a given period,
we may be able to increase our productivity, which could have a positive impact on our revenues and gross margins.
In addition, if climate change results in an increase in severe weather, such as hurricanes and ice storms, we could
experience a greater amount of higher margin emergency restoration service work, which generally has a positive
impact on our gross margins. Conversely, if climate change results in a greater amount of rainfall, snow, ice or other
less accommodating weather over a greater period of time in a given period, we could experience reduced
productivity, which could negatively impact our revenues and gross margins.

Risk Management and Insurance
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We are insured for employer�s liability, general liability, auto liability and workers� compensation claims. As of
August 1, 2009, we renewed our employer�s liability, general liability, auto liability and workers� compensation policies
for the current 2009 to 2010 policy year. As a result of the renewal, the deductibles for all policies have increased to
$5.0 million per occurrence, other than employer�s liability which is subject to a deductible of $1.0 million.
Additionally, in connection with this renewal, the amount of letters of credit required by us to secure our obligations
under our casualty insurance program, which is discussed further below, has increased. We also have
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employee health care benefit plans for most employees not subject to collective bargaining agreements, of which the
primary plan is subject to a deductible of $350,000 per claimant per year. For the policy year ended July 31, 2009,
employer�s liability claims were subject to a deductible of $1.0 million per occurrence, general liability and auto
liability claims were subject to a deductible of $3.0 million per occurrence, and workers� compensation claims were
subject to a deductible of $2.0 million per occurrence. Additionally, for the same period, our workers� compensation
claims were subject to an annual cumulative aggregate liability of up to $1.0 million on claims in excess of
$2.0 million per occurrence. Our deductibles have varied in periods prior to August 1, 2008.

Losses under all of these insurance programs are accrued based upon our estimate of the ultimate liability for claims
reported and an estimate of claims incurred but not reported, with assistance from third-party actuaries. These
insurance liabilities are difficult to assess and estimate due to unknown factors, including the severity of an injury, the
determination of our liability in proportion to other parties, the number of incidents 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. As of December 31, 2008 and 2009, the gross amount accrued for insurance claims totaled
$147.9 million and $153.6 million, with $105.0 million and $109.8 million considered to be long-term and included in
other non-current liabilities. Related insurance recoveries/receivables as of December 31, 2008 and 2009 were
$12.5 million and $33.7 million, of which $7.2 million and $13.4 million are included in prepaid expenses and other
current assets and $5.3 million and $20.3 million are included in other assets, net.

We renew our insurance policies on an annual basis, and therefore deductibles and levels of insurance coverage may
change in future periods. In addition, insurers may cancel our coverage or determine to exclude certain items from
coverage, or the cost to obtain such coverage may become unreasonable. In any such event, our overall risk exposure
would increase, which could have a material adverse impact on our business or financial performance.

Seasonality and Cyclicality

Our revenues and results of operations can be subject to seasonal and other variations. These variations are influenced
by weather, customer spending patterns, bidding seasons, project schedules and timing and holidays. Typically, our
revenues are lowest in the first quarter of the 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 of the year, as a greater number of projects are
underway and weather is more accommodating to work on projects. Revenues during the fourth quarter of the year are
typically lower than the third quarter but higher than the second quarter. Many projects are completed in the fourth
quarter and revenues often are impacted positively by customers seeking to spend their capital budget before the end
of the year; however, the holiday season and inclement weather sometimes can cause delays and thereby reduce
revenues and increase costs.

Working capital needs are generally higher during the summer and fall months due to increased construction activity
in weather affected regions of the country. Conversely, working capital assets are typically converted to cash during
the winter months.

Additionally, our industry can be highly cyclical. As a result, our volume of business may be adversely affected by
declines or delays in new projects in various geographic regions in the United States. Project schedules, in particular
in connection with larger, longer-term projects, can also create fluctuations in the services provided, which may
adversely affect us in a given period. The financial condition of our customers and their access to capital, variations in
the margins of projects performed during any particular period, regional, national and global economic and market
conditions, timing of acquisitions, the timing and magnitude of acquisition assimilation costs, interest rate fluctuations
and other factors may also materially affect our periodic results. Accordingly, our operating results for any particular
period may not be indicative of the results that can be expected for any other period. An investor should read
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�Understanding Gross Margins� and �Outlook� included in Item 7. �Management�s Discussion and Analysis of Financial
Condition and Results of Operations� for additional discussion of trends and challenges that may affect our financial
condition, results of operations and cash flows.

Website Access and Other Information

Our website address is www.quantaservices.com. You may obtain free electronic copies of our Annual Reports on
Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and any amendments to these
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reports through our website under the heading �SEC Filings� or through the website of the Securities and Exchange
Commission (the SEC) at www.sec.gov. These reports are available on our website as soon as reasonably practicable
after we electronically file them with, or furnish them to, the SEC. In addition, our Corporate Governance Guidelines,
Code of Ethics and Business Conduct and the charters of our Audit Committee, Compensation Committee and
Governance and Nominating Committee are posted on our website under the heading �Corporate Governance.� We
intend 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 free copies of these items from our
website or by contacting our Corporate Secretary. This Annual Report on Form 10-K and our website contain
information provided by other sources that we believe are reliable. We cannot assure you that the information
obtained from other sources is accurate or complete. No information on our website is incorporated by reference
herein.

ITEM 1A. Risk Factors

Our business is subject to a variety of risks and uncertainties, including, but not limited to, the 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 of the
following risks actually occur, our business, financial condition and results of operations could be negatively affected
and we may not be able to achieve our goals or expectations. This Annual Report on Form 10-K also includes
statements reflecting assumptions, expectations, projections, intentions or beliefs about future events that are intended
as �forward-looking statements� under the Private Securities Litigation Reform Act of 1995 and should be read in
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.

Our business can be highly cyclical and subject to seasonal and other variations that can result in significant
differences in operating results from quarter to quarter. For example, we typically experience lower gross and
operating margins during winter months due to lower demand for our services and more difficult operating conditions.
Additionally, our quarterly results may be materially and adversely affected by:

� variations in the margins of projects performed during any particular quarter;

� unfavorable regional, national or global economic and market conditions;

� a reduction in the demand for our services;

� the budgetary spending patterns of customers;

� increases in construction and design costs;

� the timing and volume of work we perform;

� the effects of adverse or favorable weather conditions;

� the termination or expiration of existing agreements;

� losses experienced in our operations not otherwise covered by insurance;
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� a change in the mix of our customers, contracts and business;

� payment risk associated with the financial condition of our customers;

� changes in bonding and lien requirements applicable to existing and new agreements;

� implementation of various information systems, which could temporarily disrupt day-to-day operations;

� the recognition of tax benefits related to uncertain tax positions;

� permitting, regulatory or customer caused delays;
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� decreases in interest rates we receive on our cash and cash equivalents;

� changes in accounting pronouncements that require us to account for items differently than historical
pronouncements have;

� costs we incur to support growth internally or through acquisitions or otherwise;

� the timing and integration of acquisitions and the magnitude of the related acquisition and integration
costs; and

� the timing and significance of potential impairments of long-lived assets, goodwill or other intangible assets.

Accordingly, our operating results in any particular quarter may not be indicative of the results that you can expect for
any other quarter or for the entire year.

The ongoing economic downturn and instability in the financial markets may adversely impact our customers�
future spending as well as payment for our services and, as a result, our operations and growth.

The U.S. economy is still recovering from the recent recession, and growth in economic activity has slowed
substantially. The financial markets also have not fully recovered. It is uncertain when these conditions will
significantly improve. Stagnant or declining economic conditions have adversely impacted the demand for our
services and resulted in the delay, reduction or cancellation of certain projects and may continue to adversely affect us
in the future. Additionally, our customers may finance their projects through the incurrence of debt or the issuance of
equity. The availability of credit remains constrained, and many of our customers� equity values have not fully
recovered from the negative impact of the recession. A reduction in cash flow or the lack of availability of debt or
equity financing may continue to result in a reduction in our customers� spending for our services and may also impact
the ability of our customers to pay amounts owed to us, which could have a material adverse effect on our operations
and our ability to grow at historical levels.

An economic downturn in any of the industries we serve may lead to less demand for our services.

Because the vast majority of our revenue is derived from a few industries, a downturn in any of those industries would
adversely affect our results of operations. Specifically, an economic downturn in any industry we serve could result in
the delay, reduction or cancellation of projects by our customers as well as cause our customers to outsource less
work, resulting in decreased demand for our services and potentially impacting our operations and our ability to grow
at historical levels. A number of other factors, including financing conditions and potential bankruptcies in the
industries we serve or a prolonged economic downturn or recession, could adversely affect our customers and their
ability or willingness to fund capital expenditures in the future or pay for past services. For example, our
Telecommunications Infrastructure Services segment has been negatively impacted since mid-2008 by the slowdown
in fiber deployment initiatives from customers such as AT&T and Verizon, and we expect this slowdown will likely
continue, at least in the near-term. We continue to see reduced spending in electric and natural gas distribution work
under our Electric Power Infrastructure Services and Natural Gas and Pipeline Infrastructure Services segments due to
capital expenditure reductions by our customers. Another area of business under our Natural Gas and Pipeline
Infrastructure Services segment, gas gathering and pipeline installation and maintenance, has also declined during
2009, which we believe is due to lower natural gas prices and capital constraints on spending by our customers.
Consolidation, competition, capital constraints or negative economic conditions in the electric power, natural gas, oil
and telecommunications industries may also result in reduced spending by, or the loss of, one or more of our
customers.

Edgar Filing: QUANTA SERVICES INC - Form 10-K

Table of Contents 26



Project performance issues, including those caused by third parties, or certain contractual obligations may result in
additional costs to us, reductions in revenues or the payment of liquidated damages.

In certain circumstances, we guarantee project completion by a scheduled acceptance date or achievement of certain
acceptance and performance testing levels. Many projects involve challenging engineering, procurement and
construction phases that may occur over extended time periods, sometimes over several years. We may encounter
difficulties as a result of delays in designs, engineering information or materials provided by the customer
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or a third party, delays or difficulties in equipment and material delivery, schedule changes, delays from our
customer�s failure to timely obtain permits or rights-of-way, weather-related delays and other factors, some of which
are beyond our control, that impact our ability to complete the project in accordance with the original delivery
schedule. In addition, we occasionally contract with third-party subcontractors to assist us with the completion of
contracts. Any delay or failure by suppliers or by subcontractors in the completion of their portion of the project may
result in delays in the overall progress of the project or may cause us to incur additional costs, or both. We also may
encounter project delays due to local opposition, which may include injunctive actions as well as public protests, to
the siting of electric power, natural gas or oil transmission lines, solar or wind projects, or other facilities. Delays and
additional costs may be substantial and, in some cases, we may be required to compensate the customer for such
delays. We may not be able to recover all of such costs. Failure to meet any of our schedules or performance
requirements could also result in additional costs or penalties, including liquidated damages, and such amounts could
exceed expected project profit. In extreme cases, the above-mentioned factors could cause project cancellations, and
we may not be able to replace such projects with similar projects or at all. Such delays or cancellations may impact
our reputation or relationships with customers, adversely affecting our ability to secure new contracts.

Our customers may change or delay various elements of the project after its commencement or the project schedule or
the design, engineering information, equipment or materials that are to be provided by the customer or other parties
may be deficient or delivered later than required by the project schedule, resulting in additional direct or indirect costs.
Under these circumstances, we generally negotiate with the customer with respect to the amount of additional time
required and the compensation to be paid to us. We are subject to the risk that we may be unable to obtain, through
negotiation, arbitration, litigation or otherwise, adequate amounts to compensate us for the additional work or
expenses incurred by us due to customer-requested change orders or failure by the customer to timely deliver items,
such as engineering drawings or materials, required to be provided by the customer. Litigation or arbitration of claims
for compensation may be lengthy and costly, and it is often difficult to predict when and for how much the claims will
be resolved. A failure to obtain adequate compensation for these matters could require us to record a reduction to
amounts of revenue and gross profit recognized in prior periods under the percentage-of-completion accounting
method. Any such adjustments could be substantial. We may also be required to invest significant working capital to
fund cost overruns while the resolution of claims is pending, which could adversely affect liquidity and financial
results in any given period.

Under our contracts with our customers, we typically provide a warranty for the services we provide, guaranteeing the
work performed against defects in workmanship and material. The majority of our contracts have a warranty period of
12 months. As much of the work we perform is inspected by our customers for any defects in construction prior to
acceptance of the project, the warranty claims that we have historically received have been minimal. Additionally,
materials used in construction are often provided by the customer or are warranted against defects from the supplier.
However, certain projects, such as utility-scale solar facilities, may have longer warranty periods and include facility
performance warranties that may be broader than the warranties we generally provide. In these circumstances, if
warranty claims occurred, it could require us to reperform the services or to repair or replace the warranted item, at a
cost to us, and could also result in other damages if we are not able to adequately satisfy our warranty obligations. In
addition, we may be required under contractual arrangements with our customers to warrant any defects or failures in
materials we provide that we purchase from third parties. While we generally require the materials suppliers to
provide us warranties that are consistent with those we provide to the customers, if any of these suppliers default on
their warranty obligations to us, we may incur costs to repair or replace the defective materials for which we are not
reimbursed. Costs incurred as a result of warranty claims could adversely affect our operating results and financial
condition.

Our use of fixed price contracts could adversely affect our business and results of operations.
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We currently generate a portion of our revenues under fixed price contracts. We also expect to generate a greater
portion of our revenues under this type of contract in the future as a result of the acquisition of Price Gregory, which
conducts most of its work through fixed price arrangements, and as larger projects, such as electric power
transmission build-outs and utility-scale solar facilities, become a more significant aspect of our business. We must
estimate the costs of completing a particular project to bid for fixed price contracts. The actual cost of labor and
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materials, however, may vary from the costs we originally estimated, and we may bear the risk of certain unforeseen
circumstances not included in our cost estimates for which we cannot obtain adequate compensation. These variations,
along with other risks inherent in performing fixed price contracts, may cause actual revenue and gross profits for a
project to differ from those we originally estimated and could result in reduced profitability or losses on projects.
Depending upon the size of a particular project, variations from the estimated contract costs could have a significant
impact on our operating results for any fiscal period.

Our operating results can be negatively affected by weather conditions.

We perform substantially all of our services in the outdoors. As a result, adverse weather conditions, such as rainfall
or snow, may affect our productivity in performing our services or may temporarily prevent us from performing
services. The affect of weather delays on projects that are under fixed price arrangements may be greater if we are
unable to adjust the project schedule for such delays. A reduction in our productivity in any given period or our
inability to meet guaranteed schedules may adversely affect the profitability of our projects, and as a result, our results
of operations.

Our use of percentage-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 in the notes to our consolidated financial statements included in Item 8 hereof, a
significant portion of our revenues is recognized using the percentage-of-completion method of accounting, utilizing
the cost-to-cost method. This method is used because management considers expended costs to be the best available
measure of progress on these contracts. This accounting method is generally accepted for fixed price contracts. The
percentage-of-completion accounting practice we use results in our recognizing contract revenues and earnings ratably
over the contract term in proportion to our incurrence of contract costs. The earnings or losses recognized on
individual contracts are based on estimates of contract revenues, costs and profitability. Contract losses are recognized
in full when determined to be probable and reasonably estimatable, and contract profit estimates are adjusted based on
ongoing reviews of contract profitability. Further, a substantial portion of our contracts contain various cost and
performance incentives. Penalties are recorded when known or finalized, which generally occurs during the latter
stages of the 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 circumstances, it is possible that such
adjustments could be significant.

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;

� increase the number of projects performed for existing customers;

� hire and retain qualified employees;

� expand geographically, including internationally; and
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� address the challenges presented by difficult economic or market conditions that may affect us or our
customers.

In addition, our customers may cancel or delay or reduce the number or size of projects available to us due to their
inability to obtain capital or pay for services provided, the risk of which has become evident in light of the continuing
economic downturn. Many of the factors affecting our ability to generate internal growth may be beyond our control,
and we cannot be certain that our strategies for achieving internal growth will be successful.
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As a result of the acquisition of Price Gregory, our profitability and financial condition may be adversely affected
by risks associated with the natural gas and oil industry, such as price fluctuations and supply and demand for
natural gas.

As a result of our acquisition of Price Gregory, our exposure to risks associated with providing services under our
Natural Gas and Pipeline Infrastructure Services segment have now increased due to the increase in the portion of our
revenues attributable to these services. These risks, which are not subject to our control, include the volatility of
natural gas prices, the lack of demand for power generation from natural gas and a slowdown in the discovery or
development of natural gas and/or oil reserves. Specifically, lower natural gas and oil prices generally result in
decreased spending by our Natural Gas and Pipeline Infrastructure Services segment customers. While higher natural
gas and oil prices generally result in increased spending by these customers, sustained high energy prices could be an
impediment to economic growth and could result in reduced spending by such customers. Additionally, higher prices
will likely reduce demand for power generation from natural gas, which could result in decreased demand for the
expansion of North America�s natural gas pipeline infrastructure, and consequently result in less capital spending by
these customers and less demand for our services.

Further, if the discovery or development of natural gas and/or oil reserves slowed or stopped, customers would likely
reduce capital spending on transmission pipelines, gas gathering and compressor systems and other related
infrastructure, resulting in less demand for our services. If the profitability of our business under Natural Gas and
Pipeline Infrastructure Services segment were to decline, our overall profitability, results of operations and cash flows
could also be adversely affected.

We may not realize all of the anticipated benefits from acquiring Price Gregory.

The success of our acquisition of Price Gregory will depend, in part, on our ability to realize anticipated benefits from
acquiring Price Gregory, including the significant expansion of our operations in our Natural Gas and Pipeline
Infrastructure Services segment, certain eliminations of redundant costs and cross-selling opportunities with our other
operations. To realize these benefits, however, we must successfully integrate the operations and personnel of Price
Gregory into our business. If this integration is unsuccessful, the anticipated benefits of the acquisition may not be
realized fully or at all or may take longer or cost more to realize than expected. Because we and Price Gregory have
previously operated as independent companies, it is possible the integration may result in the future loss of valuable
employees, the disruption of our business or inconsistencies in standards, controls, procedures, practices, policies and
compensation arrangements. Furthermore, Price Gregory was formed on January 31, 2008 through a combination of
H.C. Price Company and Gregory & Cook Construction, Inc., both independently operated companies with separate
ownership prior to the combination. Although substantial progress had been made at the time of the acquisition of
Price Gregory, the integration of these two companies is continuing, and this integration may result in similar adverse
impacts to our business. If we are unable to successfully complete these integrations, we may not fully realize the
anticipated benefits from the acquisition of Price Gregory or we may be impacted negatively by the integration
process, which could adversely affect our revenues, earnings and cash flows.

Our business is highly competitive.

The specialty contracting business is served by numerous small, owner-operated private companies, some public
companies and several large regional companies. In addition, relatively few barriers prevent entry into some areas of
our business. As a result, any organization that has adequate financial resources and access to technical expertise may
become one of our competitors. Competition in the industry depends on a number of factors, including price. For
example, we are currently experiencing the impacts of competitive pricing in certain of the markets we serve. 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 have significant resources including
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financial, technical and marketing resources. We cannot be certain that our competitors do not have or will not
develop the expertise, experience and resources to provide services that are superior in both price and quality to our
services. Similarly, we cannot be certain that we will be able to maintain or enhance our competitive position within
the specialty contracting business or maintain our customer base at current levels. We also may face competition from
the in-house service organizations of our existing or prospective
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customers. Electric power, natural gas, oil and telecommunications service providers usually employ personnel who
perform some of the same types of services we do, and we cannot be certain that our existing or prospective customers
will continue to outsource services in the future.

Legislative actions and initiatives relating to electric power, renewable energy and telecommunications may fail to
result in increased demand for our services.

Demand for our services may not result from renewable energy initiatives. While many states currently have mandates
in place that require certain percentages of power to be generated from renewable sources, states could reduce those
mandates or make them optional, which could reduce, delay or eliminate renewable energy development in the
affected states. Additionally, renewable energy is generally more expensive to produce and may require additional
power generation sources as backup. The locations of renewable energy projects are often remote and are not viable
unless new or expanded transmission infrastructure to transport the power to demand centers is economically feasible.
Furthermore, funding for renewable energy initiatives may not be available, which may be further constrained as a
result of the current tight credit markets. These factors have resulted in fewer renewable energy projects than
anticipated and a delay in the construction of these projects and the related infrastructure, which has adversely affected
the demand for our services. These factors could continue to result in delays or reductions in projects, which could
further negatively impact our business.

The ARRA provides for various stimulus programs, such as grants, loan guarantees and tax incentives, relating to
renewable energy, energy efficiency and electric power and telecommunications infrastructure. We cannot predict
when programs under the ARRA will be implemented, the timing and scope of any investments to be made under
these programs or whether these programs will result in increased demand for our services. Investments for renewable
energy, electric power infrastructure and telecommunications fiber deployment under ARRA programs may not occur,
may be less than anticipated or may be delayed, any of which would negatively impact demand for our services.

In addition, other current and potential legislative initiatives may not result in increased demand for our services. For
instance, certain provisions of the proposed American Clean Energy and Security Act (ACES Act) are intended to
encourage electric power transmission and renewable energy projects. However, it is uncertain whether the ACES
Act, if enacted, will positively impact infrastructure spending in the long-term. Specifically, the ACES Act may not
result in the anticipated acceleration of future transmission projects or encourage the installation of renewable energy
generation facilities, which could result in fewer electric power transmission and substation projects than anticipated
and consequently adversely impact demand for our services. It is not certain when or if these legislative initiatives,
including the ACES Act, will be enacted or whether any potentially beneficial provisions will be included in the final
legislation.

The Energy Policy Act of 2005 (Energy Act) requires the power industry to meet certain federal reliability standards
for its transmission and distribution systems and provides incentives to the industry to invest in and improve
maintenance on its systems. However, regulations implementing various components of the Energy Act that could
affect demand for our services remain subject to uncertainty. Accordingly, the effect of these regulations, once finally
implemented, cannot be predicted. As a result, the legislation may not result in increased spending on electric power
transmission infrastructure or increased demand for our services.

There are also a number of other legislative and regulatory proposals, including the ACES Act, to address greenhouse
gas emissions, which are in various phases of discussion or implementation. The outcome of federal and state actions
to address global climate change could negatively affect the operations of our customers through costs of compliance
or restraints on projects, which could reduce their demand for our services.
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Many of our contracts may be canceled on short notice or may not be renewed upon completion or expiration, and
we may be unsuccessful in replacing our contracts in such events.

We could experience a decrease in our revenue, net income and liquidity if any of the following occur:

� our customers cancel a significant number of contracts or contracts having significant value;

� we fail to win a significant number of our existing contracts upon re-bid;
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� we complete a significant number of non-recurring projects and cannot replace them with similar projects; or

� we fail to reduce operating and overhead expenses consistent with any decrease in our revenue.

Many of our customers may cancel our contracts on short notice, typically 30 to 90 days, even if we are not in default
under the contract. Certain of our customers assign work to us on a project-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 significantly if the anticipated volume of work is not assigned to us, which will be
more likely if customer spending continues to decrease, for example, due to the current economic downturn. Many of
our contracts, including our master service agreements, are opened to public bid at the expiration of their terms. There
can be no assurance that we will be the successful bidder on our existing contracts that come up for re-bid.

Our business is labor intensive, and we may be unable to attract and retain qualified employees.

Our ability to maintain our productivity and profitability will be limited by our ability to employ, train and retain
skilled personnel necessary to meet our requirements. We cannot be certain that we will 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 journeyman linemen, who are integral to the provision of transmission and
distribution services under our Electric Power Infrastructure Services segment. In addition, in our Natural Gas and
Pipeline Infrastructure Services segment, there is limited availability of experienced supervisors and foremen that can
oversee large transmission pipeline projects. A shortage in the supply of these skilled personnel creates competitive
hiring markets and may result in increased labor expenses. Labor shortages or increased labor costs could impair our
ability to maintain our business or grow our revenues.

Backlog may not be realized or may not result in profits.

Backlog is difficult to determine with certainty. Customers often have no obligation under our contracts to assign or
release work to us, and many contracts may be terminated on short notice. Reductions in backlog due to cancellation
of one or more contracts by a customer or for other reasons could significantly reduce the revenue and profit we
actually receive from contracts included in backlog. In the event of a project cancellation, we may be reimbursed for
certain costs but typically have no contractual right to the total revenues reflected in our backlog. The backlog we
obtain in connection with any companies we acquire may not be as large as we believed or may not result in the
revenue or profits we expected. In addition, projects may remain in backlog for extended periods of time. All of these
uncertainties are heightened as a result of negative economic conditions and their impact on our customers� spending.
Consequently, we cannot assure you that our estimates of backlog are accurate or that we will be able to realize our
estimated backlog.

Our financial results are based upon estimates and assumptions that may differ from actual results.

In preparing our consolidated financial statements in conformity with accounting principles generally accepted in the
United States, several estimates and assumptions are used by management in determining 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 of the date of the financial statements. These estimates and assumptions must
be made because certain information that is used in the preparation of our financial 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 cases, these estimates are particularly difficult to
determine and we must exercise significant judgment. Estimates are primarily used in our assessment of the allowance
for doubtful accounts, valuation of inventory, useful lives of assets, fair value assumptions in analyzing goodwill,
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other intangibles and long-lived asset impairments, valuation of derivative contracts, purchase price allocations,
liabilities for self-insured claims, convertible debt, revenue recognition for construction contracts and fiber optic
licensing, share-based compensation, operating results of reportable segments, provision for income taxes and
calculation of uncertain tax positions. 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 financial condition, results of operations
and cash flows.
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Factors beyond our control may affect our ability to successfully execute our acquisition strategy, which may have
an adverse impact on our growth strategy.

Our business strategy includes expanding our presence in the industries we serve through strategic acquisitions of
companies that complement or enhance our business. We expect to face competition for acquisition opportunities, and
some of our competitors may offer more favorable terms than us or have greater financial resources than we do. This
competition may limit our acquisition 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. Acquisitions that we may pursue
may also involve significant cash expenditures, the incurrence or assumption of debt or the issuance of securities. Any
acquisition may ultimately have a negative impact on our business, financial condition, results of operations and cash
flows. In addition, if we issue equity securities in connection with our acquisitions, we may dilute our earnings per
share and our shareholders� percentage ownership.

We may be unsuccessful at integrating companies that either we have acquired or that we may acquire in the
future.

As a part of our business strategy, we have acquired, and seek to acquire in the future, companies that complement or
enhance our business. However, we cannot be sure that we will be able to successfully integrate each of these
companies with our existing operations without substantial costs, delays or other operational or financial problems. If
we do not implement proper overall business controls, our decentralized operating strategy could result in inconsistent
operating and financial practices at the companies we acquire and our overall profitability could be adversely affected.
Integrating our acquired companies involves a number of special risks that could have a negative impact on our
business, financial condition and results of operations, including:

� failure of acquired companies to achieve the results we expect;

� diversion of our management�s attention from operational and other 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;

� loss of business due to customer overlap;

� risks arising from the prior operations of acquired companies, such as performance, safety or workforce
issues; and

� potential disruptions of our business.

If one of our acquired companies suffers or has suffered customer dissatisfaction, performance problems or
operational issues, the reputation of our entire company could suffer.

Our results 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 the fair value of the tangible and intangible assets of the business we acquire. For
example, in connection with the acquisition of Price Gregory, we recorded approximately $68.5 million in goodwill
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and $76.5 million of intangible assets based on the application of acquisition accounting. Goodwill and other
intangible assets that have indefinite useful lives cannot be amortized, but instead must be tested at least annually for
impairment, while intangible assets that have finite useful lives are amortized over their useful lives. The accounting
literature provides specific guidance for testing goodwill and other non-amortized intangible assets for impairment.
Refer to Item 7. �Management�s Discussion and Analysis of Financial Condition and Results of Operations � Critical
Accounting Polices� for a detailed discussion. Management is required to make certain estimates and assumptions
when allocating goodwill to reporting units and determining the fair value of a reporting unit�s net assets and liabilities,
including, among other things, an assessment of market conditions, projected cash flows, investment rates, cost of
capital and growth rates, which could significantly impact the reported value of goodwill and other intangible assets.
Fair value is determined using a combination of the discounted cash flow,
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market multiple and market capitalization valuation approaches. Absent any impairment indicators, we perform our
impairment tests annually during the fourth quarter. If there is a decrease in market capitalization below book value in
the future, this may be considered an impairment indicator. Any future impairments, including impairments of the
goodwill or intangible assets recorded in connection with the acquisition of Price Gregory, and other past or future
acquisitions, would negatively impact our results of operations for the period in which the impairment is recognized.

Our profitability and financial operations may be negatively affected by changes in, or interpretations of, existing
state or federal telecommunications regulations or new regulations that could adversely affect our Fiber Optic
Licensing segment.

Many of our Fiber Optic Licensing segment customers benefit from the Universal Service �E-rate� program, which was
established by Congress in the 1996 Telecommunications Act and is administered by the Universal Service
Administrative Company (USAC) under the oversight of the Federal Communications Commission (FCC). Under the
E-rate program, schools, libraries and certain healthcare facilities may receive subsidies for certain approved
telecommunications services, internet access and internal connections. From time to time, bills have been introduced
in Congress that would eliminate or curtail the E-rate program. Passage of such actions by the FCC or USAC to
further limit E-rate subsidies could decrease the demand by certain customers for the services offered by our Fiber
Optic Licensing segment.

The telecommunications services we provide through our Fiber Optic Licensing segment are subject to regulation by
the FCC, to the extent that they are interstate telecommunications services, and by state regulatory agencies, when
wholly within a particular state. To remain eligible to provide services under the E-rate program, we must maintain
telecommunications authorizations in every state where we operate, and we must obtain such authorizations in any
new state where we plan to operate. Changes in federal or state regulations could reduce the profitability of our Fiber
Optic Licensing segment, and delays in obtaining new authorizations could inhibit our ability to grow our Fiber Optic
Licensing segment in new geographic areas. We could be subject to fines if the FCC or a state regulatory agency were
to determine that any of our activities or positions are not in compliance with certain regulations. If the profitability of
our Fiber Optic Licensing segment were to decline, or if the business of this segment were to become subject to fines,
our overall results of operations and cash flows could also be adversely affected.

The business of our Fiber Optic Licensing segment is capital intensive and requires substantial investments, and
returns on investments may be less than expected for various reasons.

The business of our Fiber Optic Licensing segment requires substantial amounts of capital investment to build out new
fiber networks. In 2010, our proposed capital expenditures for our fiber optic licensing business is approximately
$70.0 million, $12.1 million of which is related to committed licensing arrangements as of December 31, 2009.
Although we generally do not commit capital to new networks until we have a committed license arrangement in
place with at least one customer, we may not be able to recoup our initial investment in the network if that customer
defaults on its commitment. Even if the customer does not default or we add additional customers to the network, we
still may not realize a return on the capital investment for an extended period of time. Furthermore, the amount of
capital that we invest in our fiber optic network may exceed planned expenditures as a result of various factors,
including difficulty in obtaining permits or rights of way or unexpected increases in costs due to labor, materials or
project productivity, which would result in a decrease in the returns on our capital investments if licensing fees for the
network were committed and could not be renegotiated. New or developing technologies or significant competition in
any of our markets could also negatively impact the business of our Fiber Optic Licensing segment. If any of the
above events occur, it could adversely affect our results of operations or result in an impairment of our fiber optic
network.
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We extend credit to customers for purchases of our services and may enter into longer-term deferred payment
arrangements or provide other financing or investment arrangements with certain of our customers, which subjects
us to potential credit or investment risk that could, if realized, adversely affect our results of operations or financial
condition.

We grant credit, generally without collateral, to our customers, which include electric power utilities, oil and gas
companies, telecommunications and cable television system operators, governmental entities, general contractors, and
builders, owners and managers of renewal energy facilities and commercial and industrial properties located primarily
in the United States. We may also agree to allow our customers to defer payment on projects until certain milestones
have been met or until the projects are substantially completed, although we generally obtain some form of financial
assurance to ensure payment. In addition, we may provide other forms of financing or make investments in the
projects we perform. Our payment arrangements with our customers subject us to potential credit or investment risk
related to changes in business and economic factors affecting our customers. Some of our customers are currently
experiencing financial difficulties as a result of the current economic downturn. If significant customers file for
bankruptcy or continue to experience financial difficulties, (or if anticipated recoveries relating to receivables in
existing bankruptcies or other workout situations fail to materialize), we could experience reduced cash flows and
losses in excess of current allowances provided or impairments of our investments. In addition, material changes in
any of our customer�s revenues or cash flows could affect our ability to collect amounts due from them.

We are self-insured against potential liabilities.

Although we maintain insurance policies with respect to employer�s liability, general liability, auto and workers�
compensation claims, those policies are subject to deductibles ranging from $1.0 million to $5.0 million per
occurrence depending on the insurance policy. We are primarily self-insured for all claims that do not exceed the
amount of the applicable deductible. We also have employee health care benefit plans for most employees not subject
to collective bargaining agreements, of which the primary plan is subject to a deductible of $350,000 per claimant per
year.

Losses under all of these insurance programs are accrued based upon our estimates of the ultimate liability for claims
reported and an estimate of claims incurred but not reported, with assistance from third-party actuaries. These
insurance liabilities are difficult to assess and estimate due to unknown factors, including the severity of an injury, the
determination of our liability in proportion to other parties, the number of incidents 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. If we were to experience insurance claims or costs significantly above our estimates, our
results of operations could be materially and adversely affected in a given period.

During the ordinary course of our business, we may become subject to lawsuits or indemnity claims, which could
materially and adversely affect our business and results of operations.

We have in the past been, and may in the future be, named as a defendant in lawsuits, claims and other legal
proceedings during the ordinary course of our business. These actions may seek, among other things, compensation
for alleged personal injury, workers� compensation, employment discrimination, breach of contract, property damage,
punitive damages, civil penalties or other losses or injunctive or declaratory relief. In addition, we generally indemnify
our customers for claims related to the services we provide and actions we take under our contracts with them, and, in
some instances, we may be allocated risk through our contract terms for actions by our customers or other third
parties. Because our services in certain instances may be integral to the operation and performance of our customers�
infrastructure, we may become subject to lawsuits or claims for any failure of the systems that we work on, even if our
services are not the cause of such failures, and we could be subject to civil and criminal liabilities to the extent that our
services contributed to any property damage, personal injury or system failure. The outcome of any of these lawsuits,
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Payments of significant amounts, even if reserved, could adversely affect our reputation, liquidity and results of
operations.

20

Edgar Filing: QUANTA SERVICES INC - Form 10-K

Table of Contents 43



Table of Contents

Unavailability or cancellation of third party insurance coverage would increase our overall risk exposure as well as
disrupt our operations.

We maintain insurance coverage from third party insurers as part of our overall risk management strategy and because
some of our contracts require us to maintain specific insurance coverage limits. There can be no assurance that any of
our existing insurance coverage will be renewable upon the expiration of the coverage period or that future coverage
will be affordable at the required limits. In addition, our third party insurers could fail, suddenly cancel our coverage
or otherwise be unable to provide us with adequate insurance coverage. If any of these events occur, our overall risk
exposure would increase and our operations could be disrupted. For example, we have significant operations in
California, which has an environment conducive to wildfires. Should our insurer determine to exclude coverage for
wildfires in the future, we could be exposed to significant liabilities and potentially a disruption of our California
operations. If our risk exposure increases as a result of adverse changes in our insurance coverages, we could be
subject to increased claims and liabilities that could negatively affect our results of operations and financial condition.

The departure of key personnel could disrupt our business.

We depend on the continued efforts of our executive officers and on senior management of our operating units,
including the businesses we acquire. Although we have entered into employment agreements with terms of one to
three years with most of our executive officers and certain other key employees, we cannot 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 hire and retain qualified employees, could negatively impact our ability to manage our business. We do not carry
key-person life insurance on any of our employees.

Our unionized workforce and related obligations could adversely affect our operations.

As of December 31, 2009, approximately 44% of our hourly employees were covered by collective bargaining
agreements. The acquisition of Price Gregory increased our unionized workforce, as substantially all of their hourly
employees are unionized. Although the majority of the collective bargaining agreements prohibit strikes and work
stoppages, we cannot be certain that strikes or work stoppages will not occur in the future. Strikes or work stoppages
would adversely impact our relationships with our customers and could cause us to lose business and decrease our
revenue. Additionally, our collective bargaining agreements generally require us to participate with other companies
in multi-employer pension plans. To the extent those plans are underfunded, the Employee Retirement Income
Security Act of 1974, as amended by the Multi-Employer Pension Plan Amendments Act of 1980, may subject us to
substantial liabilities under those plans if we withdraw from them or they are terminated. Furthermore, the Pension
Protection Act of 2006 added new funding rules generally applicable to plan years beginning after 2007 for
multi-employer plans that are classified as �endangered,� �seriously endangered,� or �critical� status. For a plan in �critical�
status, additional required contributions or benefit reductions may apply if a plan is determined to be underfunded,
which could detrimentally affect our financial condition or results of operation. We have received notifications
regarding the funded status of certain multi-employer plans to which Price Gregory contributes in certain states.
Pursuant to the notifications, two plans were in �critical� status, one was in �seriously endangered� status and one was in
�endangered� status, and in some cases additional contributions in the form of surcharges are required. Should we
provide in the future a significant amount of services in areas that require us to utilize unionized employees covered
by these affected plans, causing us to make substantial contributions, or should a determination be made that
additional plans to which any of our operating units contribute are in a �critical� status requiring additional
contributions, it could detrimentally affect our results of operations or financial condition if we are not able to
adequately mitigate these costs.

Our ability to complete future acquisitions could be adversely affected because of our union status for a variety of
reasons. For instance, our union agreements may be incompatible with the union agreements of a business we want to

Edgar Filing: QUANTA SERVICES INC - Form 10-K

Table of Contents 44



acquire and some businesses may not want to become affiliated with a union-based company. Additionally, we may
increase our exposure to withdrawal liabilities for underfunded multi-employer pension plans to which an acquired
company contributes. For example, the acquisition of Price Gregory increased the number of unions in which we
participate, as well as the number of multi-employer pension plans to which we contribute, some of which are subject
to notices of underfunded status as described above or may not otherwise be as well-funded as other
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multi-employer pension funds to which we contribute, potentially increasing our exposure to underfunded status,
which could detrimentally affect our financial condition or results of operation.

Approximately 56% of our hourly employees are not unionized. The new presidential administration has expressed
strong support for proposed legislation that would create more flexibility and opportunity for labor unions to organize
non-union workers. If passed, this legislation could result in a greater percentage of our workforce being subject to
collective bargaining agreements, heightening the risks described above. In addition, certain of our customers require
or prefer a non-union workforce, and they may reduce the amount of work assigned to us if our non-union labor crews
were to become unionized, which could negatively affect our business and results of operations.

We may incur liabilities or suffer negative financial or reputational impacts 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, substantial resources in our occupational health and
safety programs, our industry involves a high degree of operational risk and there can be no assurance that we will
avoid significant liability exposure. Although we have taken what we believe are appropriate precautions, we have
suffered fatalities in the past and may suffer additional fatalities in the future. Serious accidents, including fatalities,
may subject us to substantial penalties, civil litigation or criminal prosecution. Claims for damages to persons,
including claims for bodily injury or loss of life, could result in substantial costs and liabilities, which could materially
and adversely affect our financial condition, results of operations or cash flows. In addition, if our safety record were
to substantially deteriorate over time or we were to suffer substantial penalties or criminal prosecution for violation of
health and safety regulations, our customers could cancel our contracts and not award us future business.

Risks associated with operating in international markets could restrict our ability to expand globally and harm our
business and prospects, and we could be adversely affected by our failure to comply with the laws applicable to our
foreign activities, including the U.S. Foreign Corrupt Practices Act and other similar worldwide anti-bribery laws.

While only a small percentage of our revenue is currently derived from international markets, we hope to continue to
expand the volume of services that we provide internationally. Our international operations are presently conducted
primarily in Canada, but we have performed work in South Africa, Mexico and various other foreign countries, and
we expect that the number of countries that we operate in could expand significantly over the next few years.
Economic conditions, including those resulting from wars, civil unrest, acts of terrorism and other conflicts or
volatility in the global markets, may adversely affect our customers, their demand for our services and their ability to
pay for our services. In addition, there are numerous risks inherent in conducting our business internationally,
including, but not limited to, potential instability in international markets, changes in regulatory requirements
applicable to international operations, currency fluctuations in foreign countries, political, economic and social
conditions in foreign countries and complex U.S. and foreign laws and treaties, including tax laws and the
U.S. Foreign Corrupt Practices Act (FCPA). These risks could restrict our ability to provide services to international
customers or to operate our international business profitably, and our overall business and results of operations could
be negatively impacted by our foreign activities.

The FCPA and similar anti-bribery laws in other jurisdictions prohibit U.S.-based companies and their intermediaries
from making improper payments to non-U.S. officials for the purpose of obtaining or retaining business. We pursue
opportunities in certain parts of the world that experience government corruption to some degree, and, in certain
circumstances, compliance with anti-bribery laws may conflict with local customs and practices. Our policies mandate
compliance with these anti-bribery laws. Further, we require our partners, subcontractors, agents and others who work
for us or on our behalf that they are obligated to comply with the FCPA and other anti-bribery laws. Although we
have policies and procedures designed to ensure that we, our employees and our agents comply with the FCPA and
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FCPA or other laws for actions taken by our agents, employees and intermediaries. If we are found to be liable for
FCPA violations (either due to our own acts or our inadvertence, or due to the acts or inadvertence of others), we
could suffer from severe criminal or civil penalties or
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other sanctions, which could have a material adverse effect on our reputation, business, results of operations or cash
flows. In addition, detecting, investigating, and resolving actual or alleged FCPA violations is expensive and can
consume significant time and attention of our senior management.

Our participation in joint ventures exposes us to liability and/or harm to our reputation for failures of our partners.

As part of our business, we have entered into joint venture arrangements and may enter into additional joint venture
arrangements in the future. The purpose of these joint ventures is typically to combine skills and resources to allow for
the performance of particular projects. Success on these jointly performed projects depends in large part on whether
our joint venture partners satisfy their contractual obligations. We and our joint venture partners are generally jointly
and severally liable for all liabilities and obligations of our joint ventures. If a joint venture partner fails to perform or
is financially unable to bear its portion of required capital contributions or other obligations, including liabilities
stemming from claims or lawsuits, we could be required to make additional investments, provide additional services
or pay more than our proportionate share of a liability to make up for our partner�s shortfall. Further, if we are unable
to adequately address our partner�s performance issues, the customer may terminate the project, which could result in
legal liability to us, harm our reputation and reduce our profit on a project. These risks have been heightened as a
result of our assumption of additional joint venture arrangements in connection with our acquisition of Price Gregory.

We are in the process of implementing an information technology (�IT�) solution, which could temporarily disrupt
day-to-day operations at certain operating units.

We have begun to implement a comprehensive IT solution that we believe will allow for a seamless interface between
functions such as accounting and finance, human resources, operations, and fleet management. Continued
development and implementation of the IT solution will require substantial financial and personnel resources. While
the IT solution is intended to improve and enhance our information systems, implementation of new information
systems at each operating unit exposes us to the risks of start-up of the new system and integration of that system with
our existing systems and processes, including possible disruption of our financial reporting. Failure to properly
implement the IT solution could result in substantial disruptions to our business, including coordinating and
processing our normal business activities, testing and recording of certain data necessary to provide oversight over our
disclosure controls and procedures and effective internal controls over our financial reporting, and other unforeseen
problems.

Our dependence on suppliers, subcontractors and equipment manufacturers could expose us to the risk of loss in
our operations.

On certain projects, we rely on suppliers to obtain the necessary materials and subcontractors to perform portions of
our services. We also rely on equipment manufacturers to provide us with the equipment required to conduct our
operations. Although we are not dependent on any single supplier, subcontractor or equipment manufacturer, any
substantial limitation on the availability of required suppliers, subcontractors or equipment manufacturers could
negatively impact our operations. The risk of a lack of available suppliers, subcontractors or equipment manufacturers
is heightened under the current turbulent market conditions and economic downturn. To the extent we cannot engage
subcontractors or acquire equipment or materials, we could experience losses in the performance of our operations.

Our business growth could outpace the capability of our corporate management infrastructure.

We cannot be certain that our infrastructure 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 retain such additional managers and executives. To the extent that we are unable to manage our growth
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Opportunities within the government arena could subject us to increased governmental regulation and costs.

Most government contracts are awarded through a regulated competitive bidding process. As we pursue increased
opportunities in the government arena, management�s focus associated with the start up and bidding process may be
diverted away from other opportunities. Involvement with government contracts could require a significant amount of
costs to be incurred before any revenues are realized from these contracts. In addition, as a government contractor, we
are subject to a number of procurement rules and other public sector liabilities, any deemed violation of which could
lead to fines or penalties or a loss of business. Government agencies routinely audit and investigate government
contractors. Government agencies may review a contractor�s performance under its contracts, cost structure, and
compliance with applicable laws, regulations and standards. If government agencies determine through these audits or
reviews that costs were improperly allocated to specific contracts, they will not reimburse the contractor for those
costs or may require the contractor to refund 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 harm to our reputation. Many government contracts
must be appropriated each year. If appropriations are not made in subsequent years we would not realize all of the
potential revenues from any awarded contracts.

A portion of our 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 bonds.

Current or future market conditions, including losses incurred in the construction industry or as a result of large
corporate bankruptcies, as well as changes in our sureties� assessment of our operating and financial risk, could cause
our surety providers to decline to issue or renew, or substantially reduce the amount of, bonds for 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 alternatives would include seeking bonding capacity from other sureties, finding
more business that does not require bonds and posting other forms of collateral for project performance, such as letters
of credit or cash. We may be unable to secure these alternatives in a timely manner, on acceptable terms, or at all,
which could affect our ability to bid for or work on future projects requiring financial assurances.

We have also granted security interests in various of our assets to collateralize our obligations to our sureties.
Furthermore, under standard terms in the surety market, sureties issue or continue 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. If we were to experience an interruption or reduction in the availability of bonding capacity as a
result of these or any other reasons, we may be unable to compete for or work on certain projects that would require
bonding.

Our failure to comply with environmental laws could result in significant liabilities.

Our operations are subject to various environmental laws and regulations, including those dealing with the handling
and disposal of waste products, PCBs, fuel storage and air quality. We perform work in many different types of
underground environments. If the field location maps supplied to us are not accurate, or if objects are present in the
soil that are not indicated on the field location maps, our underground work could strike objects in the soil, some of
which may contain pollutants. These objects may also 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 from the
parties providing the incorrect information. As a result of our acquisition of Price Gregory, we expect an increase in
the amount of work performed in and around environmentally sensitive areas such as rivers, lakes and wetlands. In
addition, we perform directional drilling operations below certain environmentally sensitive terrains and water bodies.
Due to the inconsistent nature of the terrain and water bodies, it is possible that such directional drilling may cause a
surface fracture, resulting in the release of subsurface materials. These subsurface materials may contain contaminants
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several facilities at which we store our equipment. Some of these facilities contain fuel storage tanks that are above or
below ground. If these tanks were to leak, we could be responsible for the cost of remediation as well as potential
fines.
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In addition, new laws and regulations, stricter enforcement of existing laws and regulations, the discovery of
previously unknown contamination or leaks, or the imposition of new clean-up requirements could require us to incur
significant costs or become the basis for new or increased liabilities that could negatively impact our financial
condition and results of operations. In certain instances, we have obtained indemnification or covenants from third
parties (including predecessors or lessors) for such cleanup and other obligations and liabilities that we believe are
adequate to cover such obligations and liabilities. However, such third-party indemnities or covenants may not cover
all of our costs, and such unanticipated obligations or liabilities, or future obligations and liabilities, may have a
material adverse effect on our business operations, financial condition or cash flows. Further, we cannot be certain that
we will be able to identify or be indemnified for all potential environmental liabilities relating to any acquired
business.

There are also other legislative and regulatory proposals, including the ACES Act, to address greenhouse gas
emissions. These proposals, if enacted, could result in a variety of regulatory programs including potential new
regulations, additional charges to fund energy efficiency activities, or other regulatory actions. Any of these actions
could result in increased costs associated with our operations and impact the prices we charge our customers. For
example, if new regulations are adopted regulating greenhouse gas emissions from mobile sources such as cars and
trucks, we could experience a significant increase in environmental compliance costs in light of our large rolling-stock
fleet. In addition, if our operations are perceived to result in high greenhouse gas emissions, our reputation could
suffer.

We may not be successful in continuing to meet the requirements of the Sarbanes-Oxley Act of 2002.

The Sarbanes-Oxley Act of 2002 has many requirements applicable to us regarding corporate governance and
financial reporting, including the requirements for management to report on our internal controls over financial
reporting and for our independent registered public accounting firm to express an opinion over the operating
effectiveness of our internal control over financial reporting. During 2009, we continued actions to ensure our ability
to comply with these requirements. As of December 31, 2009, our internal control over financial reporting was
effective; however, there can be no assurance that our internal control over financial reporting will be effective in
future years. Failure to maintain effective internal controls or the identification of significant internal control
deficiencies in acquisitions already made or made in the future could result in a decrease in the market value of our
common stock and our other publicly traded securities, the reduced ability to obtain financing, the loss of customers,
penalties and additional expenditures to meet the requirements.

If we are unable to enforce our intellectual property rights or if our intellectual property rights become obsolete,
our competitive position could be adversely impacted.

We utilize a variety of intellectual property rights in our services. We view our portfolio of proprietary energized
services tools and techniques as well as our other process and design technologies as one of our competitive strengths,
and we use it as part of our efforts to differentiate our service offerings. We may not be able to successfully preserve
these intellectual property rights in the future and these rights could be invalidated, circumvented, or challenged. In
addition, the laws of some foreign countries in which our services may be sold do not protect intellectual property
rights to the same extent as the laws of the United States. We also license certain technologies from third parties, and
there is a risk that our relationships with licensors may terminate or expire or may be interrupted or harmed. If we are
unable to protect and maintain our intellectual property rights, or if there are any successful intellectual property
challenges or infringement proceedings against us, our ability to differentiate our service offerings could be reduced.
In addition, if our intellectual property rights or work processes become obsolete, we may not be able to differentiate
our service offerings, and some of our competitors may be able to offer more attractive services to our customers. As a
result, our business and revenue could be materially and adversely affected.
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We may not have access in the future to sufficient funding to finance desired growth and operations.

If we cannot secure funds in the future, including financing on acceptable terms, we may be unable to support our
growth strategy or future operations. We cannot readily predict the ability of certain customers to pay for past
services, and the current economic downturn may negatively impact the ability of our customers to pay amounts owed
to us. We also cannot readily predict the timing, size and success of our acquisition efforts. Using cash for acquisitions
limits our
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financial flexibility and makes us more likely to seek additional capital through future debt or equity financings. Our
existing credit facility contains significant restrictions on our operational and financial flexibility, including our ability
to incur additional debt or conduct equity financings, and if we seek more debt we may have to agree to additional
covenants that limit our operational and financial flexibility. When we seek additional debt or equity financings, we
cannot be certain that additional debt or equity will be available to us on terms acceptable to us or at all, in particular
under the current volatile market conditions. Furthermore, our credit facility is based upon existing commitments from
several banks. With the current tight credit markets, banks have become more restrictive in their lending practices, and
some may be unable or unwilling to fund their commitments, which may limit our access to the capital needed to fund
our growth and operations. We also rely on financing companies to fund the leasing of certain of our trucks and
trailers, support vehicles and specialty construction equipment. The current credit market may cause certain of these
financing companies to restrict or withhold access to capital to fund the leasing of additional equipment. Although we
are not dependent on any single equipment lessor, a widespread lack of available capital to fund the leasing of
equipment could negatively impact our future operations. Additionally, the market price of our common stock may
change significantly in response to various factors and events beyond our control, which will impact our ability to use
equity to obtain funds. A variety of events may cause the market price of our common stock to fluctuate significantly,
including overall market conditions or volatility, a shortfall in our operating results from those anticipated, negative
results or other unfavorable information relating to our market peers on the risk factors described in this Annual
Report on Form 10-K.

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 and oil, telecommunications and cable television industries are undergoing rapid change as a
result of technological advances that could, in certain cases, reduce the demand for our services, impair the value of
our fiber optic network or otherwise negatively impact our business. New or developing technologies could displace
the wireline systems used for voice, video and data transmissions, and improvements in existing technology may
allow our Telecommunications Infrastructure Services segment customers to significantly improve their networks
without physically upgrading them.

Our convertible subordinated notes may be convertible in the future, which, if converted, may result in dilution to
existing stockholders, lower prevailing market prices for our common stock or cause a significant cash outlay.

As a result of our common stock satisfying the market price condition of our convertible subordinated notes, our
3.75% convertible subordinated notes due 2026 (3.75% Notes) have been convertible at the option of the holders at
various times in the past. The 3.75% Notes are not presently convertible, but may resume convertibility in future
periods upon satisfaction of the market price condition or other conditions.

We have the right to deliver shares of our common stock, cash or a combination of cash and shares of our common
stock upon a conversion of the 3.75% Notes. The number of shares issuable upon conversion will be determined based
on a conversion rate of approximately $22.41. In the event that all 3.75% Notes were converted for common stock, we
would issue an aggregate of 6.4 million shares of our common stock. The conversion of some or all of our
3.75% Notes into our common stock would dilute existing stockholders. Any sales in the public market of the
common stock issued upon such conversion could adversely affect prevailing market prices of our common stock. In
addition, the possibility that the notes may be converted may encourage short-selling by market participants because
the conversion of the notes could depress the price of our common stock.

If we elect to satisfy the conversion obligation in cash, the amount of cash payable upon conversion of the
3.75% Notes will be determined by the product of (i) the number of shares issuable for the principal amount of the
converted notes at a conversion rate of approximately $22.41 per share and (ii) the average closing price of our
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extent we decide to pay cash to settle any conversions and the average closing price of our common stock during this
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period exceeds $22.41 for the 3.75% Notes, we would have to pay cash in excess of the principal amount of the notes
being converted, which would result in the recording of a loss on extinguishment of debt.

Certain provisions of our corporate governing documents could make an acquisition of our company more
difficult.

The following provisions of our certificate of incorporation and bylaws, as currently in effect, as well as our
stockholder rights plan and Delaware law, could discourage potential proposals to acquire us, delay or prevent a
change in control of us or limit the price that investors may be willing to pay in the future for shares of our common
stock:

� our certificate of incorporation permits our Board of Directors to issue �blank check� preferred stock and to adopt
amendments to our bylaws;

� our bylaws contain restrictions regarding the right of stockholders to nominate directors and to submit
proposals to be considered at stockholder meetings;

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

� we are subject to provisions of Delaware law which prohibit us from engaging in any of a broad range of
business transactions with an �interested stockholder� for a period of three years following the date such
stockholder became classified as an interested stockholder.

ITEM 1B. Unresolved Staff Comments

None.

ITEM 2. Properties

Facilities

We lease our corporate headquarters in Houston, Texas and maintain other facilities throughout North America. Our
facilities are used for offices, equipment yards, warehouses, storage and vehicle shops. As of December 31, 2009, we
own 36 of the facilities we occupy, many of which are encumbered by our credit facility, and we lease the remainder.
We believe that our existing facilities are sufficient for our current needs.

Equipment

We operate a fleet of owned and leased trucks and trailers, support vehicles and specialty construction equipment,
such as backhoes, excavators, trenchers, generators, boring machines, cranes, wire pullers and tensioners, all of which
are encumbered by our credit facility. As of December 31, 2009, the total size of the rolling-stock fleet was
approximately 25,000 units. Most of this fleet is serviced by our own mechanics who work at various maintenance
sites and facilities. We believe that these vehicles generally are well maintained and adequate for our present
operations.

ITEM 3. Legal Proceedings
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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
relief. With respect to all such lawsuits, claims and proceedings, we record reserves when it is probable that a liability
has been incurred and the amount of loss can be reasonably estimated. None of these proceedings, separately or in the
aggregate, are expected to have a material adverse effect on our financial position, results of operations or cash flows.
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PART II

ITEM 4. Reserved

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 Participating Preferred Stock as more fully described under
the heading �Stockholder Rights Plan� in Note 11 to our consolidated financial statements included in Item 8 hereof.
The following table sets forth the high and low sales prices of our common stock per quarter, as reported by the
NYSE, for the two most recent fiscal years.

High Low

Year Ended December 31, 2008
1st Quarter $ 26.77 $ 18.38
2nd Quarter 34.51 23.40
3rd Quarter 35.39 22.81
4th Quarter 26.72 10.56
Year Ended December 31, 2009
1st Quarter $ 23.65 $ 15.84
2nd Quarter 25.80 20.46
3rd Quarter 25.40 19.34
4th Quarter 23.34 17.73

On February 18, 2010, there were 1,732 holders of record of our common stock and 10 holders of record of our
Limited Vote Common Stock. There is no established trading market for the Limited Vote Common Stock; however,
the Limited Vote Common Stock converts into common stock immediately upon sale. See Note 11 to Notes to
Consolidated Financial Statements for a description of our Limited Vote Common Stock.

Unregistered Sales of Securities During the Fourth Quarter of 2009

In October 2009, we completed the acquisition of two companies in which some of the consideration consisted of our
unregistered securities of Quanta. The aggregate consideration paid in these transactions was $106.3 million in cash
and 11,096,733 shares of common stock. These acquisitions were not affiliated with any other acquisitions prior to
such transactions.

All securities listed on the following table are shares of our common stock. We relied on Section 4(2) of the Securities
Act of 1933, as amended (the Securities Act), as the basis for exemption from registration. For all issuances, the
purchasers were �accredited investors� as defined in Rule 501 of the Securities Act. All issuances were as a result of
privately negotiated transactions, and not pursuant to public solicitations.

Period Number of Shares Purchaser Consideration
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October 1, 2009 � October 31,
2009 11,096,733

Stockholders of
acquired companies Sale of acquired companies
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Issuer Purchases of Equity Securities During the Fourth Quarter of 2009

The following table contains information about our purchases of equity securities during the three months ended
December 31, 2009.

(d) Maximum

(c) Total Number
Number of

Shares
of Shares

Purchased
That May Yet

be
as Part of
Publicly

Purchased
Under

(a) Total Number
of

(b) Average
Price

Announced Plans
or the Plans or

Period Shares Purchased Paid per Share Programs Programs

November 1, 2009 �
November 30, 2009 1,523(i) $ 19.32 None None

(i) Represents shares purchased from employees to satisfy tax withholding obligations in connection with the vesting
of restricted stock awards pursuant to the 2001 Stock Incentive Plan (as amended and restated March 13,
2003) and the 2007 Stock Incentive Plan.

Dividends

We currently intend to retain our future earnings, if any, to finance the growth, development and expansion of our
business. Accordingly, we currently do not intend to declare or pay any cash dividends on our common stock in the
immediate future. The declaration, payment and amount of future cash dividends, if any, will be at the discretion of
our Board of Directors after taking into account various factors. These factors include our financial condition, results
of operations, cash flows from operations, current and anticipated capital requirements and expansion plans, the
income tax laws then in effect and the requirements of Delaware law. In addition, as discussed in �Debt Instruments �
Credit Facility� in Item 7 �Management�s Discussion and Analysis of Financial Condition and Results of Operations,�
our credit facility includes limitations on the payment of cash dividends without the consent of the lenders.

29

Edgar Filing: QUANTA SERVICES INC - Form 10-K

Table of Contents 60



Table of Contents

Performance Graph

The following Performance 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 any future
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 from December 31, 2004 to December 31, 2009, the cumulative
stockholder return 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, 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, 2004 in our common stock, the S&P 500 Index, the Russell 2000 Index and the Peer Group, and further
assumes all dividends were reinvested. The stock price performance reflected on the following 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., Pike Electric Corporation and MYR Group Inc. MYR Group Inc. completed its initial public offering on
August 12, 2008. Accordingly, the Peer Group graph assumes $100 was invested in MYR Group Inc. on August 12,
2008. 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 business than any individual company in 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

Measurement Period
12/31/2004 12/31/2005 12/31/2006 12/31/2007 12/31/2008 12/31/2009

Quanta Services, Inc. $ 100.00 164.63 245.88 328.00 247.50 260.50

S&P 500 Index $ 100.00 104.91 121.48 128.16 80.74 102.11

Russell 2000 Index $ 100.00 104.55 123.76 121.82 80.66 102.58

Peer Group $ 100.00 116.54 126.84 220.93 70.29 98.74
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ITEM 6. Selected Financial Data

The following historical selected financial data has been derived from the financial statements of Quanta. The results
of Price Gregory�s and InfraSource�s operations have been included in the consolidated financial statements beginning
October 1, 2009 and September 1, 2007, respectively. On August 31, 2007, we sold the operating assets of
Environmental Professional Associates, Limited, a Quanta subsidiary. The historical results of operations associated
with this business have been presented as a discontinued operation in Quanta�s statement of operations, and as a result
have been excluded from the information presented below. The historical selected financial data should be read in
conjunction with the historical Consolidated Financial Statements and related notes thereto included in Item 8.
�Financial Statements and Supplementary Data.�

Year Ended December 31,
2005 2006 2007 2008 2009

(In thousands, except per share information)

Consolidated
Statements of
Operations Data:
Revenues $ 1,842,255 $ 2,109,632 $ 2,656,036 $ 3,780,213 $ 3,318,126
Cost of services
(including depreciation) 1,587,556 1,796,916 2,227,289 3,145,347 2,724,638

Gross profit 254,699 312,716 428,747 634,866 593,488
Selling, general and
administrative expenses 186,411 181,478 240,508 309,399 312,414
Amortization of
intangible assets 365 363 18,759 36,300 38,952
Goodwill impairment � 56,812(a) � � �

Operating income 67,923 74,063 169,480 289,167 242,122
Interest expense (23,949)(f) (26,822)(f) (39,328)(f) (32,002)(f) (11,269)
Interest income 7,416 13,924 19,977 9,765 2,456
Gain (loss) on early
extinguishment of debt,
net � 1,598(b) (34) (2) �
Other income (expense),
net 235 425 (546) 342 421

Income from continuing
operations before income
taxes 51,625 63,188 149,549 267,270 233,730
Provision for income
taxes 22,446 46,955(c) 27,684(d) 109,705 70,195(e)

Income from continuing
operations 29,179 16,233 121,865 157,565 163,535
Discontinued operation:
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Income from
discontinued operation 378 1,250 2,837 � �

Net income 29,557 17,483 124,702 157,565 163,535
Less: Net income
attributable to
noncontrolling interest � � � � 1,373

Net income attributable
to common stock $ 29,557 $ 17,483 $ 124,702 $ 157,565 $ 162,162

Basic earnings per share
attributable to common
stock from continuing
operations(f) $ 0.25 $ 0.14 $ 0.89 $ 0.89 $ 0.81

Diluted earnings per
share attributable to
common stock from
continuing operations(f) $ 0.25 $ 0.14 $ 0.86 $ 0.87 $ 0.81

(a) As part of our 2006 annual test for goodwill impairment, goodwill of $56.8 million was written off as non-cash
operating expense associated with a decrease in the expected future demand for the services of one of our
businesses, which has historically served the cable television industry.
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(b) In the second quarter of 2006, we recorded a $1.6 million gain on early extinguishment of debt comprised of the
gain from repurchasing a portion of our 4.0% convertible subordinated notes, partially offset by costs associated
with the related tender offer for such notes.

(c) The higher tax rate in 2006 results primarily from the goodwill impairment charge recorded during 2006, the
majority of which is not deductible for tax purposes.

(d) The lower effective tax rate in 2007 results from $34.4 million of tax benefits recorded in 2007 primarily due to a
decrease in reserves for uncertain tax positions resulting from a settlement of a multi-year Internal Revenue
Service audit in the first quarter of 2007 and the expiration of various federal and state tax statutes of limitations
during the third quarter of 2007.

(e) The lower effective tax rate in 2009 results primarily from $23.7 million of tax benefits recorded in 2009
primarily due to a decrease in reserves for uncertain tax positions resulting from the expiration of various federal
and state tax statutes of limitations.

December 31,
2005(f)(g) 2006(f)(g) 2007(f)(g) 2008(f)(g) 2009

(In thousands)

Balance Sheet Data:
Working capital $ 572,939 $ 656,173 $ 562,134 $ 933,609 $ 1,087,104
Goodwill 387,307 330,495 1,355,098 1,363,100 1,449,558
Total assets 1,554,785 1,639,157 3,390,806 3,558,159 4,116,954
Long-term debt, net of
current maturities 7,591 � � � �
Convertible subordinated
notes, net of current
maturities 442,500 413,750 118,266 122,275 126,608
Total stockholders� equity 714,897 740,242 2,218,727 2,682,374 3,109,183

(f) Our historical selected financial data has been retrospectively restated in accordance with Financial Accounting
Standards Board (FASB) Staff Position (FSP) FSP APB 14-1, �Accounting for Convertible Debt Instruments That
May Be Settled in Cash upon Conversion (Including Partial Settlement)� (FASB Accounting Standards
Codification (ASC) 470-20, Debt-Debt with Conversion and Other Options) and FSP Emerging Issues Task
Force (EITF) 03-6-1, �Determining Whether Instruments Granted in Share-Based Payment Transactions are
Participating Securities� (ASC 260, Earnings Per Share). The adoption of FSP ABP 14-1 (ASC 470-20) impacted
the reported amounts of interest expense and equity for the periods 2007, 2008, and 2009, with amounts relating
to the pre-2007 period having been recorded as a cumulative effect adjustment as of January 1, 2007.
Accordingly, the 2005 and 2006 selected historical financial data information does not include any impact from
the adoption of FSP APB 14-1 (ASC 470-20). A more in depth discussion of how the adoption of FSP APB 14-1
(ASC 470-20) and EITF 03-6-1 (ASC 260) impacted Quanta�s consolidated financial statements can be found in
the accompanying notes to our consolidated financial statements.

(g) We recorded a correction of certain errors identified in our deferred tax asset and liability accounts relating to the
years 2000 to 2004. These corrections were recorded as a cumulative effect adjustment to the retained earnings
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portion of stockholders� equity as of December 31, 2005. For more details regarding how these correcting
adjustments impacted Quanta�s consolidated financial statements, see the notes to our consolidated financial
statements.
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ITEM 7. Management�s Discussion and Analysis 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 1A. �Risk
Factors.�

Introduction

We are a leading national provider of specialty contracting services, offering infrastructure solutions to the electric
power, natural gas, oil and telecommunications industries. The services we provide include the design, installation,
upgrade, repair and maintenance of infrastructure within each of the industries we serve, such as electric power
transmission and distribution networks and substation facilities, natural gas and oil transmission and distribution
systems, and fiber optic, copper and coaxial cable networks used for video, data and voice transmission. We also
design, procure, construct and maintain fiber optic telecommunications infrastructure in select markets and license the
right to use these point-to-point fiber optic telecommunications facilities to customers.

We report our results under four reportable segments: (1) Electric Power Infrastructure Services, (2) Natural Gas and
Pipeline Infrastructure Services, (3) Telecommunications Infrastructure Services and (4) Fiber Optic Licensing. These
reportable segments are based on the types of services we provide. Our consolidated revenues for the year ended
December 31, 2009 were approximately $3.32 billion, of which 62% was attributable to the Electric Power
Infrastructure Services segment, 24% to the Natural Gas and Pipeline Infrastructure Services segment, 11% to the
Telecommunications Infrastructure Services segment and 3% to the Fiber Optic Licensing segment.

Our customers include many of the leading companies in the industries we serve. We have developed strong strategic
alliances with numerous customers and strive to develop and maintain our status as a preferred vendor to our
customers. We enter into various types of contracts, including competitive unit price, hourly rate, cost-plus (or time
and materials basis), and fixed price (or lump sum basis), the final terms and prices of which we frequently negotiate
with 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 work 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 of our fixed price projects within one
year, while we frequently provide maintenance and repair work under open-ended unit price or cost-plus master
service agreements that are renewable periodically.

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

For internal management purposes, we are organized into three internal divisions, namely, the electric power division,
the natural gas and pipeline division and the telecommunications division. These internal divisions are closely aligned
with the reportable segments described above based on the predominant type of work provided by the operating units
within a division. The operating units providing predominantly telecommunications and fiber optic licensing services
are managed within the same internal division.
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Reportable segment information, including revenues and operating income by type of work, is gathered from each
operating unit for the purpose of evaluating segment performance in support of our market strategies. These
classifications of our operating unit revenues by type of work for segment reporting purposes can at times require
judgment on the part of management. Our operating units may perform joint infrastructure service projects for
customers in multiple industries, deliver multiple types of network services under a single customer contract or
provide service across industries, for example, joint trenching projects to install distribution lines for electric power,
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natural gas and telecommunication customers and the installation of broadband communication over electric power
lines. Our integrated operations and common administrative support at each of our operating units requires that certain
allocations, including allocations of shared and indirect costs, such as facility costs, indirect operating expenses
including depreciation and general and administrative costs, are made to determine operating segment profitability.
Corporate costs, such as payroll and benefits, employee travel expenses, facility costs, professional fees, acquisition
costs and amortization related to certain intangible costs are not allocated.

Prior to the second quarter of 2009, we reported our results under two business segments, with all of our operating
segments, other than the operating segment comprising the Fiber Licensing segment, aggregated into the
Infrastructure Services segment. During the second quarter of 2009, we reported our results under three reportable
segments: (1) Electric & Gas Infrastructure Services, (2) Telecom & Ancillary Infrastructure Services and (3) Dark
Fiber. The prior periods have been restated to reflect the change to the four reportable segments described above.

The Electric Power Infrastructure Services segment provides comprehensive network solutions to customers in the
electric power industry. Services performed by the Electric Power Infrastructure Services segment generally include
the design, installation, upgrade, repair and maintenance of electric power transmission and distribution networks and
substation facilities along with other engineering and technical services. This segment also provides emergency
restoration services, including repairing infrastructure damaged by inclement weather, the energized installation,
maintenance and upgrade of electric power infrastructure utilizing unique bare hand and hot stick methods and our
proprietary robotic arm technologies, and the installation of �smart grid� technologies on electric power networks. In
addition, this segment designs, installs and maintains wind turbine facilities and solar arrays and related switchyards
and transmission networks for renewable power generation sources. To a lesser extent, this segment provides services
such as the design, installation, maintenance and repair of commercial and industrial wiring, installation of traffic
networks and the installation of cable and control systems for light rail lines.

The Natural Gas and Pipeline Infrastructure Services segment provides comprehensive network solutions to customers
involved in the transportation of natural gas, oil and other pipeline products. Services performed by the Natural Gas
and Pipeline Infrastructure Services segment generally include the design, installation, repair and maintenance of
natural gas and oil transmission and distribution systems, compressor and pump stations and gas gathering systems, as
well as related trenching, directional boring and automatic welding services. In addition, this segment�s services
include pipeline protection, pipeline integrity and rehabilitation and fabrication of pipeline support systems and related
structures and facilities. This segment also provides emergency restoration services, including repairing natural gas
and oil pipeline infrastructure damaged by inclement weather. To a lesser extent, this segment designs, installs and
maintains airport fueling systems as well as water and sewer infrastructure.

The Telecommunications Infrastructure Services segment predominantly provides comprehensive network solutions
to customers in the telecommunications and cable television industries. Services performed by the
Telecommunications Infrastructure Services segment generally include the design, installation, repair and
maintenance of fiber optic, copper and coaxial cable networks used for video, data and voice transmission, as well as
the design and installation of wireless communications towers and switching systems. This segment also provides
emergency restoration services, including repairing telecommunications infrastructure damaged by inclement weather.
To a lesser extent, services provided under this segment include cable locating, splicing and testing of fiber optic
networks and residential installation of fiber optic cabling.

The Fiber Optic Licensing segment designs, procures, constructs and maintains fiber optic telecommunications
infrastructure in select markets and licenses the right to use these point-to-point fiber optic telecommunications
facilities to its customers pursuant to licensing agreements, typically with lease terms from five to twenty-five years,
inclusive of certain renewal options. Under those agreements, customers are provided the right to use a portion of the
capacity of a fiber optic facility, with the facility owned and maintained by us. The Fiber Optic Licensing segment
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with high bandwidth telecommunication needs. The telecommunication services provided through this segment are
subject to regulation by the Federal Communications Commission and certain state public utility commissions.

34

Edgar Filing: QUANTA SERVICES INC - Form 10-K

Table of Contents 69



Table of Contents

Recent Acquisitions

Price Gregory.  On October 1, 2009, we acquired Price Gregory Services, Incorporated (Price Gregory), which
provides natural gas and oil transmission pipeline infrastructure services in North America. In connection with this
acquisition, we issued approximately 10.9 million shares of our common stock valued at approximately
$231.8 million and paid approximately $95.8 million in cash to the stockholders of Price Gregory. The results of Price
Gregory have been included in our consolidated financial statements beginning on October 1, 2009. The acquisition
significantly expands our existing natural gas and pipeline operations. In conjunction with this acquisition, we added
the natural gas and pipeline division for internal management purposes. Because of the type of work performed by
Price Gregory, its financial results will generally be included in the Natural Gas and Pipeline Infrastructure Services
segment.

Other 2009 Acquisitions.  Also during 2009, we completed three other acquisitions of specialty contractors with
operations in the electric power, gas and telecommunications industries for an aggregate purchase price of
approximately $36.0 million, consisting of a total of approximately $25.3 million in cash and 528,983 shares of our
common stock valued in the aggregate at approximately $10.7 million at the dates of acquisition. These acquisitions
enhance our electric, gas and pipeline and telecommunications capabilities throughout the various regions of the
United States and Western Canada.

Seasonality; Fluctuations of Results

Our revenues and results of operations can be subject to seasonal and other variations. These variations are influenced
by weather, customer spending patterns, bidding seasons, project schedules and timing and holidays. In general, our
revenues are lowest in the first quarter of the 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 of the year, as a greater number of projects are
underway and weather is more accommodating to work on projects. Generally, revenues during the fourth quarter of
the year are lower than the third quarter but higher than the second quarter. Many projects are completed in the fourth
quarter, and revenues are often impacted positively by customers seeking to spend their capital budget before the end
of the year; however, the holiday season and inclement weather sometimes can cause delays and thereby reduce
revenues and increase costs.

Additionally, our industry can be highly cyclical. As a result, our volume of business may be adversely affected by
declines or delays in new projects in various geographic regions in the United States. Project schedules, in particular
in connection with larger, longer-term projects, can also create fluctuations in the services provided, which may
adversely affect us in a given period. The financial condition of our customers and their access to capital, variations in
the margins of projects performed during any particular period, regional, national and global economic and market
conditions, timing of acquisitions, the timing and magnitude of acquisition and integration costs associated with
acquisitions and interest rate fluctuations may also materially affect quarterly results. Accordingly, our operating
results in any particular period may not be indicative of the results that can be expected for any period. You should
read �Outlook� and �Understanding Gross Margins� for additional discussion of trends and challenges that may affect our
financial condition, results of operations and cash flows.

We and our customers are operating in a challenging business environment in light of the economic downturn and
weak capital markets. We are closely monitoring our customers and the effect that changes in economic and market
conditions have had or may have on them. We have experienced reduced spending by our customers in late 2008 and
throughout 2009, which we attribute to negative economic and market conditions, and we anticipate that these
negative conditions will continue to affect demand for our services in the near-term until conditions improve.
However, we believe that most of our customers, many of whom are regulated utilities, remain financially stable in
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general and will be able to continue with their business plans in the long-term without substantial constraints. You
should read �Outlook� and �Understanding Gross Margins� for additional discussion of trends and challenges that may
affect our financial condition, results of operations and cash flows.
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