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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 b 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 p Noo

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

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yeso Nop

211,170,379 shares of Common Stock were outstanding as of November 2, 2010. As of the same date, 432,485 shares
of Limited Vote Common Stock were outstanding.
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Current Assets:

Cash and cash equivalents

(Unaudited)

ASSETS

Accounts receivable, net of allowances of $5,769 and $8,119

Costs and estimated earnings in excess of billings on uncompleted contracts

Inventories

Prepaid expenses and other current assets

Total current assets
Property and equipment, net of accumulated depreciation of $407,787 and

$383,714

Other assets, net
Other intangible assets, net of accumulated amortization of $124,501 and

$96,167
Goodwill

Total assets

Current Liabilities:

LIABILITIES AND EQUITY

Current maturities of long-term debt and notes payable

Accounts payable and accrued expenses
Billings in excess of costs and estimated earnings on uncompleted contracts

Total current liabilities

Convertible subordinated notes, net of discount of $0 and $17,142
Deferred income taxes

Insurance and other non-current liabilities

Total liabilities

Commitments and Contingencies

Equity:

Common stock, $.00001 par value, 300,000,000 shares authorized, 213,351,903
and 211,977,811 shares issued and 210,529,056 and 209,378,308 shares

outstanding

Limited Vote Common Stock, $.00001 par value, 3,345,333 shares authorized,

432,485 and 662,293 shares issued and outstanding, respectively

Table of Contents
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QUANTA SERVICES, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands, except share information)

September 30,
2010

$ 441,247
787,580
266,032

46,445
79,958

1,621,262

864,279
39,317

156,501
1,449,603

$ 4,130,962

$ 262
440,877
63,258

504,397

0
176,879
211,611

892,887

December 31,
2009

$ 699,629
688,260
61,239

33,451
100,213

1,582,792

854,437
45,345

184,822
1,449,558

$ 4,116,954

$ 3,426
422,034
70,228

495,688
126,608
167,575
216,522

1,006,393
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Additional paid-in capital 3,073,955
Retained earnings 195,346
Accumulated other comprehensive income 5,775
Treasury stock, 2,822,847 and 2,599,503 common shares, at cost (39,994)
Total stockholders equity 3,235,084
Noncontrolling interest 2,991
Total equity 3,238,075
Total liabilities and equity $ 4,130,962

3,065,581

75,836

3,502
(35,738)

3,109,183
1,378

3,110,561

4,116,954

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

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share information)

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
Revenues $ 1,206,007 $ 780,794 $ 2,824,792 $ 2,332,703
Cost of services (including depreciation) 1,016,013 633,166 2,349,619 1,930,162
Gross profit 189,994 147,628 475,173 402,541
Selling, general and administrative expenses 82,037 71,018 245,163 217,591
Amortization of intangible assets 13,396 5,448 28,334 15,260
Operating income 94,561 71,162 201,676 169,690
Interest expense (269) (2,816) (4,660) (8,437)
Interest income 418 338 1,166 2,047
Loss on early extinguishment of debt 0 0 (7,107) 0
Other income (expense), net 479 592 371 826
Income before income taxes 95,189 69,276 191,446 164,126
Provision for income taxes 31,489 5,320 70,323 45,036
Net income 63,700 63,956 121,123 119,090
Less: Net income attributable to noncontrolling
interest 920 520 1,613 873
Net income attributable to common stock $ 62,780 $ 63,436 $ 119,510 $ 118,217
Earnings per share attributable to common stock:
Basic earnings per share $ 0.30 $ 032 % 0.57 $ 0.60
Diluted earnings per share $ 0.30 $ 032 % 0.57 $ 0.59
Shares used in computing earnings per share:
Weighted average basic shares outstanding 209,428 198,608 209,125 198,618
Weighted average diluted shares outstanding 211,096 205,224 210,798 198,815
The accompanying notes are an integral part of these condensed consolidated financial statements.
3
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QUANTA SERVICES, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)
(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009

Cash Flows from Operating Activities:

Net income

$ 63,700 $ 63956 $ 121,123 $ 119,090

Adjustments to reconcile net income to net cash provided
by (used in) operating activities

Depreciation 26,502 20,574 80,377 60,537

Amortization of intangibles 13,396 5,448 28,334 15,260

Non-cash interest expense 0 1,093 1,704 3,218

Amortization of debt issuance costs 119 230 523 691

Amortization of deferred revenues (2,733) (3,397) (9,702) (10,316)
Loss on sale of property and equipment 3,287 883 4,164 1,518

Non-cash loss on early extinguishment of debt 0 0 4,797 0

Foreign currency (gain) loss (368) (634) 0 (634)
Provision for (recovery of) doubtful accounts, net 186 156 (788) 2,088

Deferred income tax provision 21,129 28,764 27,052 33,346

Non-cash stock-based compensation 5,703 4,969 17,465 14,635

Tax impact of stock-based equity awards 17 (115) (1,970) 1,593

Changes in operating assets and liabilities, net of

non-cash transactions (Increase) decrease in

Accounts and notes receivable (113,914) 75,205 (94,145) 136,158

Costs and estimated earnings in excess of billings on

uncompleted contracts (137,845) (12,560) (204,598) (7,096)
Inventories (5,693) (3,391) (12,928) (5,545)
Prepaid expenses and other current assets (8,568) (9,760) 3,927 (7,496)
Increase (decrease) in

Accounts payable and accrued expenses and other

non-current liabilities 59,853 (48,792) 21,687 (78,886)
Billings in excess of costs and estimated earnings on

uncompleted contracts 20,318 (15,284) (6,976) 540

Other, net 204 614 (1,378) (112)
Net cash provided by (used in) operating activities (54,707) 107,959 (21,332) 278,589

Cash Flows from Investing Activities:

Proceeds from sale of property and equipment 7,147 2,075 21,254 4,779

Additions of property and equipment (31,674) (36,012) (114,044) (120,852)
Cash paid for acquisitions, net of cash acquired 0 (14,148) 0 (14,148)
Net cash used in investing activities (24,527) (48,085) (92,790) (130,221)

Table of Contents
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Cash Flows from Financing Activities:

Proceeds from other long-term debt 0 123 0 2,218

Payments on other long-term debt 41 (129) (3,397) (3,376)
Payments on convertible notes 0 0 (143,750) 0

Tax impact of stock-based equity awards (17 115 1,970 (1,593)
Exercise of stock options 36 504 456 646

Net cash provided by (used in) financing activities (22) 613 (144,721) (2,105)
Effect of foreign exchange rate changes on cash and cash

equivalents 685 (805) 461 (126)
Net increase (decrease) in cash and cash equivalents (78,571) 59,682 (258,382) 146,137

Cash and cash equivalents, beginning of period 519,818 524,356 699,629 437,901

Cash and cash equivalents, end of period $ 441,247 $ 584,038 $ 441,247 $ 584,038

Supplemental disclosure of cash flow information:
Cash (paid) received during the period for

Interest paid $ (149) $ (3,037) $ (3346) $ (5931
Redemption premium on convertible subordinated notes  $ 0 $ 0 $ (23100 $ 0
Income taxes paid $ 46170 $ (6,264) $ (90,293) $ (38,405)
Income tax refunds $ 2,266 $ 791 §$ 8,152 $ 2,160

The accompanying notes are an integral part of these condensed consolidated financial statements.

4
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QUANTA SERVICES, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. BUSINESS AND ORGANIZATION:

Quanta Services, Inc. (Quanta) is a leading national provider of specialized contracting services, offering
infrastructure solutions to the electric power, natural gas, oil and telecommunications industries. Quanta reports its
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.

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.

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.

Telecommunications Infrastructure Services Segment

The Telecommunications Infrastructure Services segment 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.

Table of Contents 10
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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 Quanta. The Fiber Optic

5
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QUANTA SERVICES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Licensing segment provides services to enterprise, education, carrier, financial services and healthcare 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.

Acquisitions

On October 1, 2009, Quanta acquired Price Gregory Services, Incorporated (Price Gregory). In connection with the
acquisition, Quanta issued approximately 10.9 million shares of Quanta common stock valued at approximately

$231.8 million and paid approximately $95.8 million in cash to the stockholders of Price Gregory. As the transaction
was effective October 1, 2009, the results of Price Gregory have been included in the consolidated financial

statements beginning on such date. Price Gregory provides natural gas and oil transmission pipeline infrastructure
services in North America, specializing in the construction of large diameter transmission pipelines. Price Gregory s
financial results have been and will generally be included in Quanta s Natural Gas and Pipeline Infrastructure Services
segment.

At various times during 2009, Quanta acquired three other businesses that predominately provide electric power and
telecommunications services, and the results for such businesses are reflected in Quanta s consolidated financial
statements as of their respective acquisition dates. These acquisitions allow Quanta to further expand its capabilities
and scope of services in various locations around the United States.

On October 25, 2010, Quanta acquired Valard Construction LP and certain of its affiliated entities (Valard), an electric
power infrastructure services company based in Alberta, Canada. In connection with the acquisition, Quanta paid the
shareholders of Valard approximately $118.9 million in cash and issued an aggregate of approximately 4.5 million in
Quanta common shares and exchangeable shares of a Canadian subsidiary of Quanta valued at approximately

$88.5 million. The exchangeable shares are substantially equivalent to, and exchangeable on a one-for-one basis for,
Quanta common shares. On the date of the acquisition, Quanta also repaid approximately $12.5 million in Valard
debt. This acquisition allows Quanta to further expand its capabilities and scope of services in Canada.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
Principles of Consolidation

The consolidated financial statements of Quanta include the accounts of Quanta and its wholly owned subsidiaries,
which are also referred to as its operating units. The consolidated financial statements also include the accounts of
certain of Quanta s investments in joint ventures, which are either consolidated or partially consolidated, as discussed
in the following summary of significant accounting policies. All significant intercompany accounts and transactions
have been eliminated in consolidation. Unless the context requires otherwise, references to Quanta include Quanta and
its consolidated subsidiaries.

Interim Condensed Consolidated Financial Information
These unaudited condensed consolidated financial statements have been prepared pursuant to the rules of the

Securities and Exchange Commission (SEC). Certain information and footnote disclosures, normally included in
annual financial statements prepared in accordance with accounting principles generally accepted in the United States,

Table of Contents 12
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have been condensed or omitted pursuant to those rules and regulations. Quanta believes that the disclosures made are
adequate to make the information presented not misleading. In the opinion of management, all adjustments, consisting
only of normal recurring adjustments, necessary to fairly state the financial position, results of operations and cash
flows with respect to the interim consolidated financial statements have been included. The results of operations for
the interim periods are not necessarily indicative of the results for the entire fiscal year. The results of Quanta have
historically been subject to significant seasonal fluctuations.

6
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QUANTA SERVICES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Quanta recommends that these unaudited condensed consolidated financial statements be read in conjunction with the
audited consolidated financial statements and notes thereto of Quanta and its subsidiaries included in Quanta s Annual
Report on Form 10-K for the year ended December 31, 2009, which was filed with the SEC on March 1, 2010.

Use of Estimates and Assumptions

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States requires the use of estimates and assumptions by management in determining the reported amounts of assets
and liabilities, disclosures of contingent assets and liabilities known to exist as of the date the financial statements are
published and the reported amount of revenues and expenses recognized during the periods presented. Quanta reviews
all significant estimates affecting its consolidated financial statements on a recurring basis and records the effect of
any necessary adjustments prior to their publication. Judgments and estimates are based on Quanta s beliefs and
assumptions derived from information available at the time such judgments and estimates are made. Uncertainties
with respect to such estimates and assumptions are inherent in the preparation of financial statements. Estimates are
primarily used in Quanta s assessment of the allowance for doubtful accounts, valuation of inventory, useful lives of
assets, fair value assumptions in analyzing goodwill, 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 the calculation of uncertain tax positions.

Cash and Cash Equivalents

Quanta had cash and cash equivalents of $441.2 million and $699.6 million as of September 30, 2010 and

December 31, 2009. Cash consisting of interest-bearing demand deposits is carried at cost, which approximates fair
value. Quanta considers all highly liquid investments purchased with an original maturity of three months or less to be
cash equivalents, which are carried at fair value. At September 30, 2010 and December 31, 2009, cash equivalents

were $403.4 million and $636.8 million, which consisted primarily of money market mutual funds and investment
grade commercial paper and are discussed further in Fair Value Measurements below. As of September 30, 2010 and
December 31, 2009, cash and cash equivalents held in domestic bank accounts was approximately $432.4 million and
$669.8 million and cash and cash equivalents held in foreign bank accounts was approximately $8.8 million and

$29.8 million.

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

Quanta provides an allowance for doubtful accounts when collection of an account or note receivable is considered
doubtful, and receivables are written off against the allowance when deemed uncollectible. Inherent in the assessment
of the allowance for doubtful accounts are certain judgments and estimates including, among others, the customer s
access to capital, the customer s willingness or ability to pay, general economic and market conditions and the ongoing
relationship with the customer. Under certain circumstances such as foreclosures or negotiated settlements, Quanta
may take title to the underlying assets in lieu of cash in settlement of receivables. Material changes in Quanta s
customers business or cash flows, which may be further impacted by the continuing economic downturn and weakness
in the markets, could affect its ability to collect amounts due from them. As of September 30, 2010 and December 31,
2009, Quanta had total allowances for doubtful accounts of approximately $5.8 million and $8.1 million. Should
customers experience financial difficulties or file for bankruptcy, or should anticipated recoveries relating to
receivables in existing bankruptcies or other workout situations fail to materialize, Quanta could experience reduced
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cash flows and losses in excess of current allowances provided.

The balances billed but not paid by customers pursuant to retainage provisions in certain contracts will be due upon
completion of the contracts and acceptance by the customer. Based on Quanta s experience with similar

7
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QUANTA SERVICES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

contracts in recent years, the majority of the retention balances at each balance sheet date will be collected within the
next twelve months. Current retainage balances as of September 30, 2010 and December 31, 2009 were approximately
$90.3 million and $152.1 million and are included in accounts receivable. Retainage balances with settlement dates
beyond the next twelve months are included in other assets, net, and as of September 30, 2010 and December 31, 2009
were $1.9 million and $2.4 million.

Within accounts receivable, Quanta recognizes unbilled receivables in circumstances such as when: revenues have
been earned and recorded but the amount cannot be billed under the terms of the contract until a later date; costs have
been incurred but are yet to be billed under cost-reimbursement type contracts; or amounts arise from routine lags in
billing (for example, work completed one month but not billed until the next month). These balances do not include
revenues accrued for work performed under fixed-price contracts as these amounts are recorded as costs and estimated
earnings in excess of billings on uncompleted contracts. At September 30, 2010 and December 31, 2009, the balances
of unbilled receivables included in accounts receivable were approximately $128.7 million and $96.9 million.

Goodwill and Other Intangibles

Quanta has recorded goodwill in connection with its acquisitions. Goodwill is subject to an annual assessment for
impairment using a two-step fair value-based test, which Quanta performs at the operating unit level. Each of Quanta s
operating units is organized into one of three internal divisions, which are closely aligned with Quanta s reportable
segments, based on the predominant type of work performed by the operating unit at the point in time the divisional
designation is made. Because separate measures of assets and cash flows are not produced or utilized by management
to evaluate segment performance, Quanta s impairment assessments of its goodwill do not include any consideration of
assets and cash flows by reportable segment. As a result, Quanta has determined that its individual operating units
represent its reporting units for the purpose of assessing goodwill impairments.

Quanta s goodwill impairment assessment is performed annually at year-end, or more frequently if events or
circumstances exist which indicate that goodwill may be impaired. For instance, a decrease in Quanta s market
capitalization below book value, a significant change in business climate or a loss of a significant customer, among
other things, may trigger the need for interim impairment testing of goodwill associated with one or all of its reporting
units. The first step of the two-step fair value-based test involves comparing the fair value of each of Quanta s
reporting units with its carrying value, including goodwill. If the carrying value of the reporting unit exceeds its fair
value, the second step is performed. The second step compares the carrying amount of the reporting unit s goodwill to
the implied fair value of its goodwill. If the implied fair value of goodwill is less than the carrying amount, an
impairment loss would be recorded as a reduction to goodwill with a corresponding charge to operating expense.

Quanta determines the fair value of its reporting units using a weighted combination of the discounted cash flow,

market multiple and market capitalization valuation approaches, with heavier weighting on the discounted cash flow
method, as in management s opinion, this method currently results in the most accurate calculation of a reporting unit s
fair value. Determining the fair value of a reporting unit requires judgment and the use of significant estimates and
assumptions. Such estimates and assumptions include revenue growth rates, operating margins, discount rates,

weighted average costs of capital and future market conditions, among others. Quanta believes the estimates and
assumptions used in its impairment assessments are reasonable and based on available market information, but
variations in any of the assumptions could result in materially different calculations of fair value and determinations of
whether or not an impairment is indicated.
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Under the discounted cash flow method, Quanta determines fair value based on the estimated future cash flows of
each reporting unit, discounted to present value using risk-adjusted industry discount rates, which reflect the overall
level of inherent risk of a reporting unit and the rate of return an outside investor would expect to earn. Cash flow
projections are derived from budgeted amounts and operating forecasts (typically a three-year model) plus an estimate
of later period cash flows, all of which are evaluated by management. Subsequent period cash flows are

8
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QUANTA SERVICES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

developed for each reporting unit using growth rates that management believes are reasonably likely to occur along
with a terminal value derived from the reporting unit s earnings before interest, taxes, depreciation and amortization
(EBITDA). The EBITDA multiples for each reporting unit are based on trailing twelve-month comparable industry
data.

Under the market multiple and market capitalization approaches, Quanta determines the estimated fair value of each
of its reporting units by applying transaction multiples to each reporting unit s projected EBITDA and then averaging
that estimate with similar historical calculations using either a one, two or three year average. For the market
capitalization approach, Quanta adds a reasonable control premium, which is estimated as the premium that would be
received in a sale of the reporting unit in an orderly transaction between market participants.

For recently acquired reporting units, a step one impairment test may not indicate an implied fair value that is
substantially different from the reporting unit s carrying value. Such similarities in value are generally an indication
that management s estimates of future cash flows associated with the recently acquired reporting unit remain relatively
consistent with the assumptions that were used to derive its initial fair value. During the fourth quarter of 2009, a
goodwill impairment analysis was performed for each of Quanta s operating units, which indicated that the implied fair
value of each of Quanta s operating units was substantially in excess of carrying value except for one recently acquired
operating unit for which the implied fair value approximated its carrying value. Following the analysis, management
concluded that no impairment was indicated at any operating unit. As discussed generally above, when evaluating the
2009 step one impairment test results, management considered many factors in determining whether or not an
impairment of goodwill for any reporting unit was reasonably likely to occur in future periods, including future

market conditions and the economic environment in which Quanta s reporting units were operating. As of

September 30, 2010, there were no known factors that would indicate the need for an interim impairment assessment

at any of Quanta s reporting units; however, circumstances such as continued market declines, the loss of a major
customer or other factors could impact the valuation of goodwill in future periods.

Quanta s intangible assets include customer relationships, backlog, trade names, non-compete agreements and patented
rights and developed technology. The value of customer relationships is estimated using the value-in-use concept
utilizing the income approach, specifically the excess earnings method. The excess earnings analysis consists of
discounting to present value the projected cash flows attributable to the customer relationships, with consideration
given to customer contract renewals, the importance or lack thereof of existing customer relationships to Quanta s
business plan, income taxes and required rates of return. Quanta values backlog based upon the contractual nature of
the backlog within each service line, using the income approach to discount back to present value the cash flows
attributable to the backlog. The value of trade names is estimated using the relief-from-royalty method of the income
approach. This approach is based on the assumption that in lieu of ownership, a company would be willing to pay a
royalty in order to exploit the related benefits of this intangible asset.

Quanta amortizes intangible assets based upon the estimated consumption of the economic benefits of each intangible
asset or on a straight-line basis if the pattern of economic benefits consumption cannot otherwise be reliably
estimated. Intangible assets subject to amortization are reviewed for impairment and are tested for recoverability
whenever events or changes in circumstances indicate that the carrying amount may not be recoverable. For instance,
a significant change in business climate or a loss of a significant customer, among other things, may trigger the need
for interim impairment testing of intangible assets. An impairment loss would be recognized if the carrying amount of
an intangible asset is not recoverable and its carrying amount exceeds its fair value.
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Investments in Joint Ventures

Quanta has an investment in a joint venture that provides infrastructure services, including the design, installation and
maintenance of electric transmission and distribution systems in the northeast United States, under a contract awarded
by a large utility customer. The joint venture members each own equal equity interests in the joint venture. Quanta has
determined that the joint venture is a variable interest entity, with Quanta providing the majority of the subcontractor
services to the joint venture, which management believes most significantly

9
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influences the economic performance of the joint venture. As a result, Quanta has determined that it is the primary
beneficiary of the joint venture and has accounted for the results of the joint venture on a consolidated basis. The other
party s equity interest in the joint venture has been accounted for as a noncontrolling interest as of September 30, 2010
and December 31, 2009 and for the three and nine months ended September 30, 2010 and 2009. Notes 8 and 10
contain further disclosures related to this variable interest entity.

One of Quanta s operating units operates under the terms of an unincorporated joint venture that provides joint
engineering and construction services for the design and installation of fuel storage facilities under a contract for a
specific customer. The joint venture is a general partnership, and the joint venture partners each own an equal equity
interest in the joint venture and participate equally in the profits and losses of the entity. Quanta has determined that
its investment in this joint venture partnership represents an undivided 50% interest in the assets, liabilities, revenues
and profits of the joint venture, and such amounts have been proportionally consolidated in the accompanying
financial statements.

Revenue Recognition

Infrastructure Services Through its Electric Power Infrastructure Services, Natural Gas and Pipeline Infrastructure
Services and Telecommunications Infrastructure Services segments, Quanta designs, installs and maintains networks
for customers in the electric power, natural gas and oil, telecommunications and cable television industries. These
services may be provided pursuant to master service agreements, repair and maintenance contracts and fixed price and
non-fixed price installation contracts. Pricing under these contracts may be competitive unit price, cost-plus/hourly (or
time and materials basis) or fixed price (or lump sum basis), and the final terms and prices of these contracts are
frequently negotiated with the customer. Under unit-based contracts, the utilization of an output-based measurement is
appropriate for revenue recognition. Under these contracts, Quanta recognizes revenue as units are completed based
on pricing established between Quanta and the customer for each unit of delivery, which best reflects the pattern in
which the obligation to the customer is fulfilled. Under cost-plus/hourly and time and materials type contracts, Quanta
recognizes revenue on an input-basis, as labor hours are incurred and services are performed.

Revenues from fixed price contracts are recognized using the percentage-of-completion method, measured by the
percentage of costs incurred to date to total estimated costs for each contract. These contracts provide for a fixed
amount of revenues for the entire project. Such contracts provide that the customer accept completion of progress to
date and compensate Quanta for services rendered, which may be measured in terms of units installed, hours expended
or some other measure of progress. Contract costs include all direct materials, labor and subcontract costs and those
indirect costs related to contract performance, such as indirect labor, supplies, tools, repairs and depreciation costs.
Much of the materials associated with Quanta s work are owner-furnished and are therefore not included in contract
revenues and costs. The cost estimation process is based on the professional knowledge and experience of Quanta s
engineers, project managers and financial professionals. Changes in job performance, job conditions and final contract
settlements are factors that influence management s assessment of total contract value and the total estimated costs to
complete those contracts and therefore, Quanta s profit recognition. Changes in these factors may result in revisions to
costs and income, and their effects are recognized in the period in which the revisions are determined. Provisions for
losses on uncompleted contracts are made in the period in which such losses are determined to be probable and the
amount can be reasonably estimated.

Quanta may incur costs subject to change orders, whether approved or unapproved by the customer, and/or claims
related to certain contracts. Quanta determines the probability that such costs will be recovered based upon evidence
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such as past practices with the customer, specific discussions or preliminary negotiations with the customer or verbal
approvals. Quanta treats items as a cost of contract performance in the period incurred if it is not probable that the
costs will be recovered or will recognize revenue if it is probable that the contract price will be adjusted and can be
reliably estimated. As of September 30, 2010, Quanta had approximately $40.6 million of
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change orders and/or claims that had been included as contract price adjustments on certain contracts which were in
the process of being negotiated in the normal course of business.

The current asset Costs and estimated earnings in excess of billings on uncompleted contracts represents revenues
recognized in excess of amounts billed for fixed price contracts. The current liability Billings in excess of costs and
estimated earnings on uncompleted contracts represents billings in excess of revenues recognized for fixed price
contracts.

Fiber Optic Licensing The Fiber Optic Licensing segment constructs and licenses the right to use fiber optic
telecommunications facilities to its customers pursuant to licensing agreements, typically with 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 Quanta. Revenues,
including any initial fees or advance billings, are recognized ratably over the expected length of the agreements,
including probable renewal periods. As of September 30, 2010 and December 31, 2009, initial fees and advance
billings on these licensing agreements not yet recorded in revenue were $41.8 million and $35.9 million and are
recognized as deferred revenue, with $32.9 million and $25.4 million considered to be long-term and included in other
non-current liabilities. Minimum future licensing revenues expected to be recognized by Quanta pursuant to these
agreements at September 30, 2010 are as follows (in thousands):

Minimum
Future

Licensing

Revenues
Year Ending December 31
Remainder of 2010 $ 22491
2011 717,637
2012 64,310
2013 51,851
2014 35,858
Thereafter 76,795
Fixed non-cancelable minimum licensing revenues $ 328,942

Income Taxes

Quanta follows the liability method of accounting for income taxes. Under this method, deferred tax assets and
liabilities are recorded for future tax consequences of temporary differences between the financial reporting and tax
bases of assets and liabilities and are measured using the enacted tax rates and laws that are expected to be in effect
when the underlying assets or liabilities are recovered or settled.

Quanta regularly evaluates valuation allowances established for deferred tax assets for which future realization is
uncertain. The estimation of required valuation allowances includes estimates of future taxable income. The ultimate
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realization of deferred tax assets is dependent upon the generation of future taxable income during the periods in
which those temporary differences become deductible. Quanta considers projected future taxable income and tax
planning strategies in making this assessment. If actual future taxable income differs from these estimates, Quanta
may not realize deferred tax assets to the extent estimated.

Quanta records reserves for expected tax consequences of uncertain positions assuming that the taxing authorities
have full knowledge of the position and all relevant facts. As of September 30, 2010, the total amount of unrecognized
tax benefits relating to uncertain tax positions was $48.5 million, an increase from December 31, 2009 of $3.3 million.
This increase in unrecognized tax benefits results from a $7.7 million increase relating to the tax positions expected to
be taken for 2010 and a $4.8 million increase related to a tax position taken in a 2009 tax

11
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return that was filed in July 2010, partially offset by a $9.2 million decrease primarily due to the expiration of certain
statutes of limitations for the 2006 tax year. Additionally, due to the expiration of certain statutes of limitations,
Quanta reduced previously accrued interest expense and penalties in the provision for income taxes by recording net
adjustments of $(4.6) million and $(6.4) million for the three months ended September 30, 2010 and 2009, and net
adjustments of $(2.6) million and $(3.6) million for the nine months ended September 30, 2010 and 2009. Quanta
believes that it is reasonably possible that within the next 12 months unrecognized tax benefits may decrease up to
$9.0 million due to the expiration of certain statutes of limitations.

The income tax laws and regulations are voluminous and are often ambiguous. As such, Quanta is required to make
many subjective assumptions and judgments regarding its tax positions that could materially affect amounts
recognized in its future consolidated balance sheets and statements of operations.

Fair Value Measurements

The carrying values of cash equivalents, accounts receivable, accounts payable and accrued expenses approximate fair
value due to the short-term nature of these instruments. For disclosure purposes, qualifying assets and liabilities are
categorized into three broad levels based on the priority of the inputs used to determine their fair values. The fair value
hierarchy gives the highest priority to quoted prices (unadjusted) in active markets for identical assets or liabilities
(Level 1) and the lowest priority to unobservable inputs (Level 3). All of Quanta s cash equivalents are categorized as
Level 1 assets at September 30, 2010 and December 31, 20009, as all values are based on unadjusted quoted prices for
identical assets in an active market that Quanta has the ability to access.

In connection with Quanta s acquisition of Price Gregory, identifiable intangible assets acquired included goodwill,
backlog, customer relationships, trade names and covenants not-to-compete. Quanta utilized the fair value premise as
the primary basis for its valuation procedures, which is a market based approach to determining the price that would
be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants. Quanta
engaged the services of an independent valuation firm to assist management with this valuation process, which
included assistance with the selection of appropriate valuation methodologies and the development of market-based
valuation assumptions. Based on these considerations, management utilized various valuation methods, including an
income approach, a market approach and a cost approach, to determine the fair value of intangible assets acquired
based on the appropriateness of each method in relation to the type of asset being valued. The assumptions used in
these valuation methods were analyzed and compared, where possible, to available market data, such as
industry-based weighted average costs of capital and discount rates, trade name royalty rates, public company
valuation multiples and recent market acquisition multiples. The level of inputs used for these fair value
measurements is the lowest level (Level 3). Quanta believes that these valuation methods appropriately represent the
methods that would be used by other market participants in determining fair value.

Quanta s convertible subordinated notes, which were redeemed in full on May 14, 2010, were not required to be
carried at fair value, although their fair market value was required to be disclosed. Prior to the redemption, the fair
market value of Quanta s convertible subordinated notes was subject to interest rate risk because of their fixed interest
rate and market risk due to the convertible feature of the convertible subordinated notes. The fair market value of this
fixed interest rate debt increased as interest rates fell and decreased as interest rates rose. The fair market value of
Quanta s convertible subordinated notes also increased as the market price of its stock rose and decreased as the market
price of its stock fell. The interest and market value changes affected the fair market value of Quanta s convertible
subordinated notes but did not impact their carrying value. The fair market value of Quanta s convertible subordinated
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notes was determined based upon the quoted secondary market price on or before the dates specified, which is
considered a Level 2 input. The fair value of the aggregate outstanding principal amount of Quanta s convertible
subordinated notes of $143.8 million was $160.8 million at December 31, 2009.

Quanta s derivative liabilities are classified as Level 2 liabilities at September 30, 2010 and December 31, 2009 and
have a total fair market value of $0.5 million and $0.7 million. The fair values are determined based on adjusted
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broker quotes derived from open market pricing information. These derivative liabilities are included within accounts
payable and accrued liabilities in the consolidated balance sheets.

Quanta uses fair value measurements on a routine basis in its assessment of assets classified as goodwill, other
intangible assets and long-lived assets held and used. In accordance with its annual impairment test during the quarter
ended December 31, 2009, the carrying amount of such assets, including goodwill, was compared to its fair value. No
changes in carrying amount resulted. The inputs used for fair value measurements for goodwill, other intangible assets
and long-lived assets held and used are the lowest level (Level 3) inputs for which Quanta uses the assistance of third
party specialists to develop valuation assumptions.

Stock-Based Compensation

Quanta recognizes compensation expense for all stock-based compensation based on the fair value of the awards
granted, net of estimated forfeitures, at the date of grant. Quanta calculates the fair value of stock options using the
Black-Scholes option pricing model. The fair value of restricted stock awards is determined based on the number of
shares granted and the closing price of Quanta s common stock on the date of grant. Forfeitures are estimated based
upon historical activity. The resulting compensation expense from discretionary awards is recognized on a
straight-line basis over the requisite service period, which is generally the vesting period, while compensation expense
from performance based awards is recognized using the graded vesting method over the requisite service period. The
cash flows resulting from the tax deductions in excess of the compensation expense recognized for stock options and
restricted stock (excess tax benefit) are classified as financing cash flows.

Functional Currency and Translation of Financial Statements

The U.S. dollar is the functional currency for the majority of Quanta s operations. However, Quanta has foreign
operating units in Canada, for which Quanta considers the Canadian dollar to be the functional currency. Generally,
the currency in which the operating unit transacts a majority of its transactions, including billings, financing, payroll
and other expenditures, would be considered the functional currency, but any dependency upon the parent company
and the nature of the operating unit s operations must also be considered. Under the relevant accounting guidance, the
treatment of these translation gains or losses is dependent upon management s determination of the functional currency
of each operating unit, which involves consideration of all relevant economic facts and circumstances affecting the
operating unit. In preparing the consolidated financial statements, Quanta translates the financial statements of its
foreign operating units from their functional currency into U.S. dollars. Statements of operations and cash flows are
translated at average monthly rates, while balance sheets are translated at the month-end exchange rates. The
translation of the balance sheets at the month-end exchange rates results in translation gains or losses. If transactions
are denominated in the operating units functional currency, the translation gains and losses are included as a separate
component of equity under the caption Accumulated other comprehensive income (loss). If transactions are not
denominated in the operating units functional currency, the translation gains and losses are included within the
statement of operations.

Derivatives
From time to time, Quanta may enter into forward currency contracts that qualify as derivatives in order to hedge the

risks associated with fluctuations in foreign currency exchange rates related to certain forecasted foreign currency
denominated transactions. Quanta does not enter into derivative transactions for speculative purposes; however, for
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accounting purposes, certain transactions may not meet the criteria for cash flow hedge accounting. For a hedge to
qualify for cash flow hedge accounting treatment, a hedge must be documented at the inception of the contract, with
the objective and strategy stated, along with an explicit description of the methodology used to assess hedge
effectiveness. The dates (or periods) for the expected forecasted events and the nature of the exposure involved
(including quantitative measures of the size of the exposure) must also be documented. At the inception of the hedge
and on an ongoing basis, the hedge must be deemed to be highly effective at minimizing the risk of the
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identified exposure. Effectiveness measures relate the gains or losses of the derivative to changes in the cash flows
associated with the hedged item, and the forecasted transaction must be probable of occurring.

For forward contracts that qualify as cash flow hedges, Quanta accounts for the change in fair value of the forward
contracts directly in equity as part of accumulated other comprehensive income (loss). Any ineffective portion of cash
flow hedges is recognized in earnings in the period ineffectiveness occurs. For instance, if a forward contract is
discontinued as a cash flow hedge because it is probable that the original forecasted transaction will not occur by the
end of the originally specified time period, the related amounts in accumulated other comprehensive income (loss)
would be reclassified to other income (expense) in the consolidated statement of operations in the period such
determination is made. When a forecasted transaction occurs, the portion of the accumulated gain or loss applicable to
the forecasted transaction is reclassified from equity to earnings. Changes in fair value related to transactions that do
not meet the criteria for cash flow hedge accounting are recorded in the consolidated results of operations and are
included in other income (expense).

Comprehensive Income

Comprehensive income includes all changes in equity during a period except those resulting from investments by and
distributions to stockholders. As described above, Quanta records other comprehensive income, net of tax, for the
foreign currency translation adjustment related to its foreign operations and for changes in fair value of its derivative
contracts that are classified as cash flow hedges.

3. NEW ACCOUNTING PRONOUNCEMENTS:
Adoption of New Accounting Pronouncements.

On January 1, 2010, Quanta adopted new standards aimed to improve the visibility of off-balance sheet vehicles
previously exempt from consolidation and address practice issues involving the accounting for transfers of financial
assets as sales or secured borrowings. The impact from the adoption of these new standards was not material.

4. ACQUISITION:

On October 25, 2010, Quanta acquired Valard. In connection with the acquisition, Quanta (i) paid to or for the benefit
of the shareholders of Valard an aggregate of approximately $118.9 million in cash, (ii) issued to certain shareholders
623,720 shares of Quanta common stock, (iii) issued to certain shareholders 3,909,110 exchangeable shares of a
Canadian subsidiary of Quanta that are substantially equivalent to, and exchangeable on a one-for-one basis for,
Quanta common shares, and (iv) issued to a voting trust on behalf of the holders of the exchangeable shares one share
of Quanta Series F preferred stock with voting rights equivalent to Quanta common stock equal to the number of
exchangeable shares outstanding at any time. The aggregate value of the above issued securities on the closing date
totaled approximately $88.5 million.
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5. GOODWILL AND OTHER INTANGIBLE ASSETS:

A summary of changes in Quanta s goodwill between December 31, 2009 and September 30, 2010 is as follows (in
thousands):

Natural
Electric Gas and
Power Pipeline Telecommunications
Division Division Division Total
Balance at December 31, 2009:
Goodwill $ 651,815 $ 337,938 $ 523,069 $ 1,512,822
Accumulated impairment 0 0 (63,264) (63,264)
651,815 337,938 459,805 1,449,558
Foreign currency translation related to
goodwill 76 0 0 76
Purchase price adjustments related to prior
periods (15) (16) 0 3D
Balance at September 30, 2010:
Goodwill 651,876 337,922 523,069 1,512,867
Accumulated impairment 0 0 (63,264) (63,264)
$ 651,876 $ 337,922 $ 459,805 $ 1,449,603

As described in Note 2, Quanta s operating units are organized into one of Quanta s three internal divisions and
accordingly, Quanta s goodwill associated with each of its operating units has been aggregated on a divisional basis
and reported in the table above. These divisions are closely aligned with Quanta s reportable segments based on the
predominant type of work performed by the operating units within the divisions.

Intangible assets are comprised of (in thousands):

As of
As of Nine Months Ended September 30,
December 31, 2009 September 30, 2010 2010
Foreign
Intangible = Accumulated Amortization Currency Intangible
Assets Amortization Expense  Adjustments  Assets, Net
Other intangible assets:
Customer relationships $ 127,585 $ (19,234) $ (6274 $ 0 $ 102,077
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Backlog 92,238 (64,347) (17,758) 0 10,133
Trade names 23,649 (197) (591) 0 22,861
Non-compete agreements 21,439 (9,398) (2,761) 13 9,293
Patented rights and developed

technology 16,078 (2,991) (950) 0 12,137
Total intangible assets $ 280,989 $ 96,167) $ (28,334) $ 13 % 156,501

Expenses for the amortization of intangible assets were $13.4 million and $5.4 million for the three months ended
September 30, 2010 and 2009 and $28.3 million and $15.3 million for the nine months ended September 30, 2010 and
2009. The remaining weighted average amortization period for all intangible assets as of September 30, 2010 is

13.2 years, while the remaining weighted average amortization periods for customer relationships, backlog, trade
names, non-compete agreements and the patented rights and developed technology are 12.3 years, 0.8 years,
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29.0 years, 2.7 years and 10.0 years, respectively. The estimated future aggregate amortization expense of intangible
assets as of September 30, 2010 is set forth below (in thousands):

Year Ended December 31

Remainder of 2010 $ 8,364
2011 15,937
2012 14,712
2013 11,828
2014 11,224
Thereafter 94,436
Total $ 156,501

6. PER SHARE INFORMATION:

Basic earnings per share is computed using the weighted average number of common shares outstanding during the
period, and diluted earnings per share is computed using the weighted average number of common shares outstanding
during the period adjusted for all potentially dilutive common stock equivalents, except in cases where the effect of
the common stock equivalent would be antidilutive. The amounts used to compute the basic and diluted earnings per
share for the three and nine months ended September 30, 2010 and 2009 are illustrated below (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
NET INCOME:
Net income attributable to common stock $ 62,780 $ 63,436 $ 119,510 $ 118,217
Effect of convertible subordinated notes under the
if-converted method interest expense addback, net of
taxes 0 1,659 0 0
Net income attributable to common stock for diluted
earnings per share $ 62,780 $ 65,095 $ 119,510 $ 118,217
WEIGHTED AVERAGE SHARES:
Weighted average shares outstanding for basic earnings
per share 209,428 198,608 209,125 198,618
Effect of dilutive stock options 136 201 141 197
Effect of shares in escrow 1,532 0 1,532 0
Effect of convertible subordinated notes under the
if-converted method weighted convertible shares
issuable 0 6,415 0 0
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Weighted average shares outstanding for diluted
earnings per share 211,096 205,224 210,798 198,815

For the three and nine months ended September 30, 2010 and 2009, a nominal number of stock options were excluded
from the computation of diluted earnings per share because the grant prices of these common stock equivalents were
greater than the average market price of Quanta s common stock. For the nine months ended September 30, 2010 and
2009, the effect of assuming conversion of Quanta s 3.75% convertible subordinated notes would have been
antidilutive and therefore the shares issuable upon conversion were excluded from the calculation of diluted earnings
per share. See Note 7 below regarding the redemption of the 3.75% convertible subordinated
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notes on May 14, 2010. Shares placed in escrow related to the acquisition of Price Gregory are included in the
computation of diluted earnings per share for the three and nine months ended September 30, 2010. These shares will
be released from escrow when certain conditions are satisfied.

7. DEBT OBLIGATIONS:
Credit Facility

Quanta has an agreement with various lenders that provides for a $475.0 million senior secured revolving credit
facility maturing on September 19, 2012. Subject to the conditions specified in the credit facility, borrowings under
the credit facility are to be used for working capital, capital expenditures and other general corporate purposes. The
entire unused portion of the credit facility is available for the issuance of letters of credit.

As of September 30, 2010, Quanta had approximately $191.2 million of letters of credit issued under the credit facility
and no outstanding revolving loans. The remaining $283.8 million was available for revolving loans or issuing new
letters of credit. Amounts borrowed under the credit facility bear interest, at Quanta s option, at a rate equal to either
(a) the Eurodollar Rate (as defined in the credit facility) plus 0.875% to 1.75%, as determined by the ratio of Quanta s
total funded debt to consolidated EBITDA (as defined in the credit facility), or (b) the base rate (as described below)
plus 0.00% to 0.75%, as determined by the ratio of Quanta s total funded debt to consolidated EBITDA. Letters of
credit issued under the credit facility are subject to a letter of credit fee of 0.875% to 1.75%, based on the ratio of
Quanta s total funded debt to consolidated EBITDA. Quanta is also subject to a commitment fee of 0.15% to 0.35%,
based on the ratio of its total funded debt to consolidated EBITDA, on any unused availability under the credit facility.
The base rate equals the higher of (i) the Federal Funds Rate (as defined in the credit facility) plus 1/2 of 1% or (ii) the
bank s prime rate.

The credit facility contains certain covenants, including covenants with respect to maximum funded debt to
consolidated EBITDA, maximum senior debt to consolidated EBITDA and minimum interest coverage, in each case
as specified in the credit facility. For purposes of calculating the maximum funded debt to consolidated EBITDA ratio
and the maximum senior debt to consolidated EBITDA ratio, Quanta s maximum funded debt and maximum senior
debt are reduced by all cash and cash equivalents (as defined in the credit facility) held by Quanta in excess of

$25.0 million. As of September 30, 2010, Quanta was in compliance with all of its covenants. The credit facility limits
certain acquisitions, mergers and consolidations, capital expenditures, asset sales and prepayments of indebtedness
and, subject to certain exceptions, prohibits liens on material assets. The credit facility also limits the payment of
dividends and stock repurchase programs in any fiscal year except those payments or other distributions payable
solely in capital stock. The credit facility provides for customary events of default and carries cross-default provisions
with Quanta s continuing indemnity and security agreement with its sureties and all of its other debt instruments
exceeding $15.0 million in borrowings. If an event of default (as defined in the credit facility) occurs and is
continuing, on the terms and subject to the conditions set forth in the credit facility, amounts outstanding under the
credit facility may be accelerated and may become or be declared immediately due and payable.

The credit facility is secured by a pledge of all of the capital stock of Quanta s U.S. subsidiaries, 65% of the capital
stock of its foreign subsidiaries and substantially all of its assets. Quanta s U.S. subsidiaries guarantee the repayment

of all amounts due under the credit facility.

3.75% Convertible Subordinated Notes
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Since May 14, 2010, none of Quanta s 3.75% convertible subordinated notes (3.75% Notes) were outstanding. The
3.75% Notes were originally issued in April 2006 for an aggregate principal amount of $143.8 million and required
semi-annual interest payments on April 30 and October 30 until maturity.
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On May 14, 2010, Quanta redeemed all of the $143.8 million aggregate principal amount outstanding of the

3.75% Notes at a redemption price of 101.607% of the principal amount of the notes, plus accrued and unpaid interest
to, but not including, the date of redemption. The redemption resulted in a payment of the aggregate redemption price
of $146.1 million and the recognition of a loss on early extinguishment of debt of approximately $7.1 million.
Included in the loss on early extinguishment of debt was a non-cash loss of $3.5 million related to the difference
between the net carrying value and the estimated fair value of the 3.75% Notes, calculated as of the date of
redemption, the payment of $2.3 million representing the 1.607% redemption premium above par value and a
non-cash loss of $1.3 million from the write-off of the remaining unamortized deferred financing costs related to the
3.75% Notes.

The $126.6 million of convertible subordinated notes on the consolidated balance sheet as of December 31, 2009 is
presented net of a debt discount of $17.2 million, which was being amortized as interest expense. The effective
interest rate that was used to calculate total interest expense for the 3.75% Notes was 7.85%.

8. EQUITY:
Treasury Stock

Pursuant to the stock incentive plans described in Note 9, employees may elect to satisfy their tax withholding
obligations upon vesting of restricted stock by having Quanta make such tax payments and withhold a number of
vested shares having a value on the date of vesting equal to their tax withholding obligation. As a result of such
employee elections, Quanta withheld 223,344 and 195,733 shares of Quanta common stock with a total market value
of $4.3 million and $3.5 million for settlement of employee tax liabilities during the nine months ended September 30,
2010 and 2009. These shares were accounted for as treasury stock. Under Delaware corporate law, treasury stock is
not entitled to vote or be counted for quorum purposes.

Noncontrolling Interest

Quanta has a 50% interest in a joint venture that qualifies as a variable interest entity and has been included on a
consolidated basis in the accompanying financial statements as described in Note 2. As a result, income attributable to
the other joint venture member has been accounted for as a reduction of reported net income of approximately

$0.9 million and $0.5 million related to the noncontrolling interest for the three months ended September 30, 2010 and
2009 and approximately $1.5 million and $0.9 million related to the noncontrolling interest for the nine months ended
September 30, 2010 and 2009 to derive net income attributable to the common stockholders of Quanta. Equity in the
consolidated assets and liabilities of the joint venture attributable to the other joint venture member has been
accounted for as a noncontrolling interest component of total equity in the accompanying balance sheets.

In conjunction with the Price Gregory acquisition on October 1, 2009, Quanta acquired investments in three joint
ventures of 65%, 49% and 49%. These investments, which constitute variable interest entities, have been included on
a consolidated basis in the accompanying financial statements with nominal amounts recorded as net income
attributable to the other joint venture members in the three and nine months ended September 30, 2010. Equity in the
consolidated assets and liabilities of the joint ventures attributable to the other joint venture members has been
accounted for as a noncontrolling interest component of total equity in the accompanying balance sheet.
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The carrying values of the investments held by Quanta and the noncontrolling interests in the variable interest entities
that have been included on a consolidated basis in the accompanying financial statements at September 30, 2010 and
December 31, 2009 were $3.0 million and $1.4 million. There were no changes in equity as a result of transfers (to)
from the noncontrolling interest during the period. Note 10 has further disclosures related to Quanta s joint venture
arrangements.
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Comprehensive Income
Quanta s foreign operations are translated into U.S. dollars, and a translation adjustment is recorded in other
comprehensive income (loss), net of tax, as a result. Additionally, unrealized gains and losses on foreign currency

cash flow hedges are also recorded in other comprehensive income (loss), net of tax. The following table presents the
components of comprehensive income for the periods presented (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009

Net income $ 63,700 $ 63,956 $ 121,123 $ 119,090
Foreign currency translation adjustment, net of tax 1,945 2,274 1,761 4,780
Gain (loss) on foreign currency cash flow hedges, net of
tax 18 (31 512 31
Comprehensive income 65,663 66,199 123,396 123,839
Less: Comprehensive income attributable to the
noncontrolling interest 920 520 1,613 873
Comprehensive income attributable to common stock $ 64,743 $ 65,679 $ 121,783 $ 122,966

In the third quarter of 2009, one of Quanta s Canadian operating units entered into three forward contracts with
settlement dates in December 2009, June 2010 and November 2010, to reduce foreign currency risk associated with
anticipated customer sales that are denominated in South African rand. This same operating unit also entered into
three additional forward contracts to reduce the foreign currency exposure associated with a series of forecasted
intercompany payments denominated in U.S. dollars to be made over a twelve-month period, which also had
settlement dates in December 2009, June 2010 and November 2010.

The South African rand to Canadian dollar forward contracts had an aggregate notional amount of approximately
$11.0 million ($CAD) at origination, with contracts for approximately $5.8 million ($CAD) and $3.2 million ($CAD)
being settled in December 2009 and June 2010. These contracts have been accounted for by the Canadian operating
unit as cash flow hedges. Accordingly, changes in the fair value of the forward contracts between the South African
rand and the Canadian dollar are recorded in other comprehensive income (loss) prior to their settlement and have
been and will be reclassified into earnings in the periods in which the hedged transactions occur. During the three and
nine months ended September 30, 2010, gains of $0.1 million and $0.2 million were recorded to other comprehensive
income (loss) related to the remaining South African rand to Canadian dollar forward contract. Additionally, during
the second quarter of 2010, approximately $0.1 million of loss was reclassified into current period earnings in
connection with the contract settled in June 2010.

The Canadian dollar to U.S. dollar forward contracts had an aggregate notional amount of approximately $9.5 million

(U.S.) at origination, with contracts for approximately $5.0 million and $2.7 million having settled in December 2009
and June 2010. Such contracts have also been accounted for as cash flow hedges. Accordingly, changes in the fair
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value of the forward contracts between the Canadian dollar and the U.S. dollar are recorded in other comprehensive
income (loss) prior to their settlement and have been or will be reclassified into earnings in the periods in which the
hedged transactions occur. During the three and nine months ended September 30, 2010, a loss of $0.1 million and a
gain of $0.3 million were recorded to other comprehensive income related to the remaining Canadian dollar to

U.S. dollar forward contract. Additionally, during the second quarter of 2010, approximately $0.3 million of loss was
reclassified into current period earnings in connection with the contract settled in June 2010.

Effectiveness testing related to these cash flow hedges is performed at the end of each quarter. Any ineffective portion
of these contracts is reclassified into earnings if the derivatives are no longer deemed to be cash flow hedges.

19

Table of Contents 38



Edgar Filing: QUANTA SERVICES INC - Form 10-Q

Table of Contents
QUANTA SERVICES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

For the quarter ended September 30, 2010, no portion of the South African rand to Canadian dollar or Canadian dollar
to U.S. dollar forward contracts was considered ineffective.

9. STOCK-BASED COMPENSATION:

Stock Incentive Plans

Pursuant to the Quanta Services, Inc. 2007 Stock Incentive Plan (the 2007 Plan), which was adopted on May 24, 2007,
Quanta may award restricted common stock, incentive stock options and non-qualified stock options. The purpose of
the 2007 Plan is to provide directors, key employees, officers and certain consultants and advisors with additional
performance incentives by increasing their proprietary interest in Quanta. Prior to the adoption of the 2007 Plan,
Quanta had issued awards of restricted common stock and stock options under its 2001 Stock Incentive Plan (as
amended and restated March 13, 2003) (the 2001 Plan), which was terminated effective May 24, 2007, except that
outstanding awards will continue to be governed by the terms of the 2001 Plan. In connection with the acquisition of
InfraSource Services, Inc. (InfraSource) on August 30, 2007, Quanta assumed InfraSource s 2003 Omnibus Stock
Incentive Plan and 2004 Omnibus Stock Incentive Plan, in each case as amended (the InfraSource Plans). The
InfraSource Plans were terminated in connection with the acquisition, although the terms of these plans will govern
outstanding awards. The 2007 Plan, the 2001 Plan and the InfraSource Plans are referred to as the Plans.

Restricted Stock

Restricted common stock has been issued under the Plans at the fair market value of the common stock as of the date
of issuance. The shares of restricted common stock issued are subject to forfeiture, restrictions on transfer and certain
other conditions until they vest, which generally occurs over three or four years in equal annual installments. During
the restriction period, the restricted stockholders are entitled to vote and receive dividends on such shares.

During the three months ended September 30, 2010 and 2009, Quanta granted 6,252 and 6,453 shares of restricted
stock under the 2007 Plan with a weighted average grant price of $19.99 and $23.25. During the nine months ended
September 30, 2010 and 2009, Quanta granted 1.1 million and 0.9 million shares of restricted stock under the 2007
Plan with a weighted average grant price of $19.20 and $22.14. Additionally, during the three months ended
September 30, 2010 and 2009, 17,918 and 20,503 shares vested with an approximate fair value at the time of vesting
of $0.3 million and $0.5 million. During the nine months ended September 30, 2010 and 2009, 0.7 million and

0.6 million shares vested with an approximate fair value at the time of vesting of $13.3 million and $11.3 million.

As of September 30, 2010, there was approximately $25.8 million of total unrecognized compensation cost related to
unvested restricted stock granted to both employees and non-employees. This cost is expected to be recognized over a
weighted average period of 1.93 years.

Stock Options

No stock options have been granted by Quanta since November 2002. As of September 30, 2010 and December 31,
2009, the number of options outstanding under the 2001 Plan, all of which have vested, was not material. Although
some options granted under the InfraSource Plans assumed in connection with the InfraSource acquisition are still
outstanding, certain disclosures have been omitted due to immateriality. As of September 30, 2010, there was
approximately $0.1 million of total unrecognized compensation cost related to unvested stock options issued under the
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InfraSource Plans, which is expected to be recognized during 2010.
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Non-Cash Compensation Expense and Related Tax Benefits
The amounts of non-cash compensation expense and related tax benefits, as well as the amount of actual tax benefits

related to vested restricted stock and options exercised are as follows (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009

Non-cash compensation expense related to restricted stock $ 5,522 $ 4,383 $ 16,922 $ 12,890
Non-cash compensation expense related to stock options 181 586 543 1,745

Total stock-based compensation included in selling, general

and administrative expenses $ 5,703 $ 4,969 $ 17,465 $ 14,635
Actual tax benefit (expense) from vested restricted stock $ 48 $ 135 $ (1,923) $ (1,595)
Actual tax benefit (expense) from options exercised 0 2D (16) 14

Actual tax benefit (expense) related to stock-based
compensation expense 48 114 (1,939) (1,581)
Income tax benefit related to non-cash compensation expense 2,224 1,938 6,811 5,708

Total tax benefit related to stock-based compensation expense $ 2,272 $ 2,052 $ 4,872 $ 4,127

10. COMMITMENTS AND CONTINGENCIES:
Joint Venture Contingencies

As described in Notes 2 and 8, one of Quanta s operating units operates in a joint venture with a third party
engineering company for the purpose of providing infrastructure services under a contract with a large utility
customer. Losses incurred by the joint venture are typically shared equally by the joint venture members. However,
under the terms of the joint venture agreement, each member of the joint venture has guaranteed all of the obligations
of the joint venture under the contract with the customer and therefore can be liable for full performance of the
contract to the customer. Quanta is not aware of circumstances that would lead to future claims against it for material
amounts in connection with this performance guarantee.

In addition, as described in Note 2, another of Quanta s operating units operates in a joint venture with a third party for
the purpose of providing joint engineering and construction services for the design and installation of fuel storage
facilities under a contract with a specific customer. Under the joint venture agreement, the losses incurred by the joint
venture are typically shared equally by the joint venture partners. However, the joint venture is a general partnership,
and as such, the joint venture partners are jointly and severally liable for all of the obligations of the joint venture,
including obligations owed to the customer or any other person or entity. Quanta is not aware of circumstances that
would lead to future claims against it for material amounts in connection with its joint and several liability.
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In each of the above joint venture arrangements, each joint venturer has indemnified the other for any liabilities
incurred in excess of the liabilities for which the joint venturer is obligated to bear under the respective joint venture
agreement. It is possible, however, that Quanta could be required to pay or perform obligations in excess of its share if
the other joint venturer failed or refused to pay or perform its share of the obligations. Quanta is not aware of
circumstances that would lead to future claims against it for material amounts that would not be indemnified.
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Leases
Quanta leases certain land, buildings and equipment under non-cancelable lease agreements, including related party
leases. The terms of these agreements vary from lease to lease, including some with renewal options and escalation

clauses. The following schedule shows the future minimum lease payments under these leases as of September 30,
2010 (in thousands):

Operating
Leases

Year Ending December 31
Remainder of 2010 $ 12,699
2011 39,195
2012 25,841
2013 18,916
2014 9,400
Thereafter 13,365
Total minimum lease payments $ 119416

Rent expense related to operating leases was approximately $27.2 million and $82.1 million for the three and nine
months ended September 30, 2010 and approximately $27.3 million and $81.7 million for the three and nine months
ended September 30, 2009.

Quanta has guaranteed the residual value on certain of its equipment operating leases. Quanta guarantees the
difference between this residual value and the fair market value of the underlying asset at the date of termination of
the leases. At September 30, 2010, the maximum guaranteed residual value was approximately $118.0 million. Quanta
believes that no significant payments will be made as a result of the difference between the fair market value of the
leased equipment and the guaranteed residual value. However, there can be no assurance that significant payments
will not be required in the future.

Committed Capital Expenditures

Quanta has committed capital for expansion of its fiber optic network. Quanta typically does not commit capital to
new network expansions until it has a committed lease arrangement in place with at least one customer. The amounts
of committed capital expenditures are estimates of costs required to build the networks under contract. The actual
capital expenditures related to building the networks could vary materially from these estimates. As of September 30,
2010, Quanta estimates these committed capital expenditures to be approximately $10.7 million for the period
October 1, 2010 through December 31, 2010 and $8.7 million for the year ended December 31, 2011.

Litigation
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Quanta is from time to time 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, Quanta records 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 Quanta s consolidated financial position, results
of operations or cash flows.
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Concentration of Credit Risk

Quanta is subject to concentrations of credit risk related primarily to its cash and cash equivalents and its accounts
receivable, including amounts related to unbilled accounts receivables and costs and estimated earnings in excess of
billings on uncompleted contracts. Substantially all of Quanta s cash investments are managed by what it believes to be
high credit quality financial institutions. In accordance with Quanta s investment policies, these institutions are
authorized to invest this cash in a diversified portfolio of what Quanta believes to be high quality investments, which
consist primarily of interest-bearing demand deposits, money market mutual funds and investment grade commercial
paper with original maturities of three months or less. Although Quanta does not currently believe the principal
amount of these investments is subject to any material risk of loss, the weakness in the economy has significantly
impacted the interest income Quanta receives from these investments and is likely to continue to do so in the future. In
addition, Quanta grants credit under normal payment terms, generally without collateral, to its customers, which
include electric power, natural gas and pipeline companies, telecommunications and cable television system operators,
governmental entities, general contractors, and builders, owners and managers of commercial and industrial properties
located primarily in the United States. Consequently, Quanta is subject to potential credit risk related to changes in
business and economic factors throughout the United States, which may be heightened as a result of ongoing
depressed economic and financial market conditions. However, Quanta generally has certain statutory lien rights with
respect to services provided. Under certain circumstances, such as foreclosures or negotiated settlements, Quanta may
take title to the underlying assets in lieu of cash in settlement of receivables. In such circumstances, extended time
frames may be required to liquidate these assets, causing the amounts realized to differ from the value of the assumed
receivable. Historically, some of Quanta s customers have experienced significant financial difficulties, and others may
experience financial difficulties in the future. These difficulties expose Quanta to increased risk related to
collectability of receivables and costs and estimated earnings in excess of billings on uncompleted contracts for
services Quanta has performed. Two customers accounted for approximately 18% and 15% of consolidated revenues
during the three months ended September 30, 2010, and one of these customers accounted for approximately 11% of
consolidated revenues during the nine months ended September 30, 2010. These two customers represented
approximately 14% and 11% of billed and accrued receivables at September 30, 2010. Revenues from these customers
are included in the Natural Gas and Pipeline Infrastructure Services segment. No other customer represented 10% or
more of revenues during the three and nine months ended September 30, 2010. No customers represented 10% or
more of revenues during the three and nine months ended September 30, 2009 or of accounts receivable at

December 31, 2009.

Self-Insurance

Quanta is insured for employer s liability, general liability, auto liability and workers compensation claims. As of
August 1, 2010, all policies were renewed with deductibles continuing at existing levels of $5.0 million per
occurrence, other than employer s liability, which continues to be subject to a deductible of $1.0 million. Quanta also
has employee healthcare 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, 20009,
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 policy year ended July 31, 2009, Quanta s
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.
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Losses under all of these insurance programs are accrued based upon Quanta s 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 Quanta s liability in proportion to other parties, the number of incidents not reported and the
effectiveness of its safety program. The accruals are based upon known facts and historical trends and management
believes such accruals to be adequate. As of September 30, 2010 and December 31, 2009,
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the gross amount accrued for insurance claims totaled $142.8 million and $153.6 million, with $101.5 million and
$109.8 million considered to be long-term and included in other non-current liabilities. Related insurance
recoveries/receivables as of September 30, 2010 and December 31, 2009 were $26.5 million and $33.7 million, of
which $9.4 million and $13.4 million are included in prepaid expenses and other current assets and $17.1 million and
$20.3 million are included in other assets, net.

Quanta renews its insurance policies on an annual basis, and therefore deductibles and levels of insurance coverage
may change in future periods. In addition, insurers may cancel Quanta s coverage or determine to exclude certain items
from coverage, or the cost to obtain such coverage may become unreasonable. In any such event, Quanta s overall risk
exposure would increase, which could negatively affect its results of operations and financial condition.

Letters of Credit

Certain of Quanta s vendors require letters of credit to ensure reimbursement for amounts they are disbursing on its
behalf, such as to beneficiaries under its self-funded insurance programs. In addition, from time to time some
customers require Quanta to post letters of credit to ensure payment to its subcontractors and vendors under those
contracts and to guarantee performance under its contracts. Such letters of credit are generally issued by a bank or
similar financial institution. The letter of credit commits the issuer to pay specified amounts to the holder of the letter
of credit if the holder demonstrates that Quanta has failed to perform specified actions. If this were