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QUANTA SERVICES, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS, EXCEPT SHARE INFORMATION)

<TABLE>
<CAPTION>
DECEMBER 31, SEPTEMBER
30,
2001 2002
(UNAUDITED)
<S> <C> <C>
ASSETS
CURRENT ASSETS:
Cash and cash egUivalents ...ttt ittt ittt ettt et ettt ettt ettt ettt S 6,287 S 15,365
Accounts receivable, net of allowances of $35,856 and $37,582, respectively ............ 451,870 391,871
Costs and estimated earnings in excess of billings on uncompleted contracts ............ 57,433 61,382
S 0 VY o it 1 == 25,053 27,178
CUrrent deferred LA S . v ittt ittt ittt e ettt et e ettt e e eeeeeeeeeeeeeeeeeeeeeeeneeenns 22,063 42,016
Prepaid expenses and other CUrrent asSSet s ..ttt ittt ittt ittt tteeeneeeeeeenneessennns 14,414 11,590
TOtaAl CULLENE S SEE S ittt ittt ittt ettt et ettt ettt e e eeeeeeeeeeeeeaeeeeaeenas 577,120 549,402
PROPERTY AND EQUIPMENT, Nt ittt ittt ittt ittt et tneeseeeeeeenneneeeeeeeennnnneeeeeeennns 385,480 379,120
ACCOUNTS AND NOTES RECEIVABLE, net of allowances of $-- and $28,389, respectively ........ 29,541 52,579
OTHER ASSET S, e v ittt ittt it ittt ettt ittt ettt et ettt ettt ettt ittt ettt ettt enenenenens 13,778 20,657
GOODWILL AND OTHER INTANGIBLES, NEl ittt ittt ittt et ettt et e et ae e eeeeneenseaneneeens 1,036,982 395,662
B = = =T S ol R $ 2,042,901 $ 1,397,420
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Current maturities of long-term debt .. ...ttt ittt ettt ettt et S 8,063 S 6,874
Accounts payable and acCCrUed EXPENSES i ittt ittt o ennneeeeeneenaeseeeennessessenasssennns 202,327 192,401
Billings in excess of costs and estimated earnings on uncompleted contracts ............ 31,140 16,447
Total current 11abilities v ittt ittt ettt et ettt e ettt ittt teeeeeeeeeaneeeaeeeenn 241,530 215,722
LONG-TERM DEBT, net of CUrrent MatUrifde s i i v i ittt et ettt e e ee et eeeeeeeeeseeenaeeens 327,774 345,548
CONVERTIBLE SUBORDINATED NOTES & ittt ittt ittt ettt ettt eeennneeeeeeeeannneneeeeeeennnnnees 172,500 172,500
DEFERRED INCOME TAXES AND OTHER NON-CURRENT LIABILITIES ... .ttt ittt eneenneennenneeneen 94,346 76,718
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS' EQUITY:
Preferred Stock, $.00001 par value, 10,000,000 shares authorized:

Series A Convertible Preferred Stock, 3,444,961 shares issued and outstanding ....... -= -
Common Stock, $.00001 par value, 300,000,000 shares authorized, 60,629,965 and

61,633,294 shares issued and 59,643,965 and 60,706,923 outstanding, respectively .... —-= -—
Limited Vote Common Stock, $.00001 par value, 3,345,333 shares authorized,

1,116,238 and 1,083,750 shares issued and outstanding, respectively ................. - -=
Additional paid-In Capital ..ttt it e e e e e et et e 952,380 950,127
Deferred COmMPenSation vttt ittt et ittt ettt et eeaesoeeenasseeeennesssesnnaessennns (1,770)

(1,583)
Retained earnings (AeficCit) ittt ittt ettt ittt et eeenneeeseeenaeeseeenanesens 271,448
(349,919)
Treasury Stock, at cost, 986,000 and 926,371 common
Shares, FeSPECLIVE LY ittt ittt it ettt ettt ettt e e e et e e (15,307)
(11,693)
Total StocKkholders' EQUILY .ttt ittt ittt ettt et et et e et eeeeeenaenns 1,200,751 586,932
Total liabilities and stockholders' equUity ..ottt ittt tieenaeenenn $ 2,042,901 $ 1,397,420
</Table>

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

QUANTA SERVICES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS



<Table>
<Caption>

<S>

REVENUES

COST OF SERVICES

Gross profit
SELLING,

Income (loss)

OTHER INCOME
Interest expense

(IN THOUSANDS,

(UNAUDITED)

(including depreciation)

from operations
(EXPENSE) :

GENERAL AND ADMINISTRATIVE EXPENSES
GOODWILL IMPAIRMENT
GOODWILL AMORTIZATION

Other, net ... ...ttt i,

INCOME (LOSS) BEFORE INCOME TAX PROVISION

(BENEFIT)

PROVISION

AND CUMULATIVE EFFECT OF CHANGE IN
ACCOUNTING PRINCIPLE
(BENEFIT)

FOR INCOME TAXES .........

INCOME (LOSS) BEFORE CUMULATIVE EFFECT OF

CHANGE IN ACCOUNTING PRINCIPLE

CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING
PRINCIPLE, NET

NET INCOME (LOSS

NET INCOME (LOSS

STOCK

EARNINGS (LOSS)
Basic Earnings
Before Cumulative Effect of Change in

Accounting

OF TAX ......

)
DIVIDENDS ON PREFERRED STOCK

) ATTRIBUTABLE TO COMMON

PER SHARE:

(Loss) per Share

Principle

Cumulative Effect of Change in Accounting

Principle,

Basic Earnings

Net of Tax

(Loss) per Share

Diluted Earnings (Loss)
Before Cumulative Effect of Change in

Accounting

Principle

per Share

Cumulative Effect of Change in Accounting

Principle,

Net of Tax

Diluted Earnings (Loss)

SHARES USED IN COMPUTING EARNINGS

SHARE :

Basic

Diluted

</Table>

per Share ..........

(LOSS) PER

EXCEPT PER SHARE INFORMATION)

THREE MONTHS ENDED
SEPTEMBER 30,

NINE MONTHS ENDED
SEPTEMBER 30,

2001 2002 2001 2002
<C> <C> <C> <C>
$ 504,472 $ 436,215 $ 1,526,832 $ 1,317,957
394,249 381,947 1,196,903 1,139,842
110,223 54,268 329,929 178,115
45,281 68,747 147,809 178,956
- - - 166,580
6,569 -- 19,426 -
58,373 (14,479) 162,694 (167,421)
(9,046) (9,807) (27,412) (25,696)
57 (1,674) (502) (56)
49,384 (25, 960) 134,780 (193,173)
23,061 (17, 644) 62,471 (17,926)
26,323 (8,316) 72,309 (175,247)
- - - 445,422
26,323 (8,316) 72,309 (620, 669)
234 234 698 698
$ 26,089 $  (8,550) $ 71,611 s (621,367)
$ 0.34 $  (0.11) $ 0.94 $ (2.24)
-- -- - (5.70)
$ 0.34 $  (0.11) $ 0.94 $ (7.94)
$ 0.34 5 (0.11) $ 0.92 $ (2.24)
- - - (5.70)
$ 0.34 s (0.11) $ 0.92 $ (7.94)
77,552 78,033 76,941 78,189
78,206 78,033 78,184 78,189

The accompanying notes are an integral part of these

<Table>
<Caption>

MONTHS ENDED

SEPTEMBER 30,

condensed consolidated financial statements.

QUANTA SERVICES,

CONSOLIDATED STATEMENTS OF CASH FLOWS
(IN THOUSANDS)

2

(UNAUDITED)

INC. AND SUBSIDIARIES

THREE MONTHS ENDED

SEPTEMBER 30,

NINE



2002
<S> <C>
<C>
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss) attributable to common stock .......uiiiiiiiiiiiinneeennn $ 26,089
$ (621,367)

Adjustments to reconcile net income attributable to common stock to net
cash provided by (used in) operating activities --
Cumulative effect of change in accounting principle, net of tax .......... -

445,422

Goodwill Impalrment ...ttt et et et e e -
166,580

Depreciation and amortization ...ttt ittt ittt ittt 20,397
45,293

Loss on sale of property and eqQUIPMENT ...ttt ittt ittt tneeeeenenneeensnnns 96
1,223

Loss on sale Of sUbSidiary vttt ittt ittt et ittt -
667

Allowance for doubtful aCCOUNES it ittt ittt ittt ettt eee ettt enneeeaaeenas 1,106
30,209

Deferred income tax provision (benefit) ...ttt 4,388
(11,509)

Preferred stock dividend ...... it i i i e e e e 234
698

Changes in operating assets and liabilities, net of non-cash transactions --
(Increase) decrease in --

ACCOUNETS TECEIVAD e i ittt ittt ittt ettt ettt et eteeeeeeeeeenneeeeeeennn (28,476)
29,116

Costs and estimated earnings in excess of billings on uncompleted

@73 0wk ar= X o = 3,418

(11,692)

I 072 O o e s I == R 2,325
(2,125)

Prepaid expenses and other current assets ..........iiiiiiiiiiiiinnenn. (3,201)

2,873

Increase (deCrease) 1N ittt ittt ittt ittt tinteneieeeinneeneens -

Accounts payable and acCrued EXPENSES .« .ttt ittt eneseeeneeeeeeneenns (24,765)
(781)
Billings in excess of costs and estimated earnings on uncompleted
[0 wlt ot 5wl J Y (6,104)
(14,819)
[ R oo 1 o U (302)
2,231
Net cash provided by (used in) operating activities ................. (4,795)
62,019

CASH FLOWS FROM INVESTING ACTIVITIES:

Proceeds from sale of property and equipment ............i.iiiiiiiiietnaeaann 739
2,876

Additions of property and equUIpPmMENnt . ...ttt ittt ittt ittt (18,443)
(39,804)

Cash paid for acquisitions, net of cash acquired ........... . ... (31,267)
(8,000)

Notes receivable ...ttt ittt ittt e e e e e e -=
(17,252)

Net proceeds from sale Of DUSINESS ...ttt ittt ittt ittt eeeenaeennnn --
178

Net cash used in investing activities ........ ... (48,971)

(62,002)

CASH FLOWS FROM FINANCING ACTIVITIES:

Net borrowings (payments) under bank lines of credit ............ .. i 66,580
21,590

Proceeds from other long-term debt . ... ..ttt ittt nneeetteeennaenens 422
2,449

Payments on other long-term debt .. ...ttt ittt ettt eneeeeeeennaesens (2,822)
(8,511)

Debt amendment COSES ittt ittt ittt ittt ittt ettt ettt -
(2,700)

Issuances of stock, net of offering CoOsSts ...ttt ittt ennnnnn 4,623
6,872

SLOCKk TEPULChASES vttt ittt e et ittt e i e e e e e (15,307)
(11,725)

Exercise 0f stoCk OpPLionS .t ittt ittt i ettt i ettt e 277

1,086

$  (8,550)

24,642
6,761

234

(2,316)

(2,183)
3,949

2,663

1,147

(6,433)

(2,412)
(2,700)
3,222

77

58,555

851

19,030

487

(59,487)

(1,982)
(1,687)

412

2,650
(72,800)
(113,719)

2,658

93,700
1,992

(14,727)

8,721
(15,307)

5,729



Net cash provided by (used in) financing activities ................. 53,773 6,745

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS ...ttt iiiinieeeennnnnns 7 10,788
9,078
CASH AND CASH EQUIVALENTS, beginning of period .........iiiiiiiiiiineennnnnnn. 2,772 4,577
6,287

CASH AND CASH EQUIVALENTS, end of period ..........iiuiiiiiiiiiiiiiiiinininnnnns $ 2,779 $ 15,365 $
$ 15,365

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid for --

I o ot = o == $ 15,429 $ 11,676 S
S 23,183

INCOME LAXKES 4t vttt e e e e e eee e e e e eeaeeseeeeaeeeeeeeneeeeeeeeneneeeeeeenneeenn 28,019 787
6,282
</Table>

The accompanying notes are an integral part of these
condensed consolidated financial statements.
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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 provider of specialized
contracting services, offering end-to-end network solutions to the electric
power, gas, telecommunications and cable television industries. Our
comprehensive services include designing, installing, repairing and maintaining
network infrastructure. The consolidated financial statements of Quanta include
the accounts of Quanta and its wholly owned subsidiaries. All significant
intercompany accounts and transactions have been eliminated in consolidation.

Since its inception and through 2001, Quanta acquired 86 businesses. Quanta
has acquired two additional businesses through September 30, 2002 for an
aggregate consideration of 251,079 shares of common stock and approximately $8.0
million in cash, net of cash acquired.

In the course of its operations, Quanta is subject to certain risk factors,
including but not limited to risks related to: the financial condition of
Quanta's customers, rapid technological and structural changes in the industries
Quanta serves, internal growth and operating strategies, economic downturn, the
collectibility of receivables, acquisition integration and financing,
significant fluctuations in quarterly results, contracts, management of growth,
dependence on key personnel, availability of qualified employees, unionized
workforce, competition, recoverability of goodwill, potential exposure to
environmental liabilities and anti-takeover measures.

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, 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 present 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.

It is suggested that these condensed consolidated financial statements be
read in conjunction with the audited financial statements and notes thereto of
Quanta Services, Inc. and subsidiaries included in Quanta's Annual Report on
Form 10-K, which was filed with the SEC on April 1, 2002.

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

(14,527)

17,306

32,803

34,194



liabilities, disclosures of contingent assets and liabilities known to exist as
of the date the financial statements are published and the reported amount of
net 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, fair value assumptions in
analyzing goodwill and long-lived asset impairments, self-insured claims
liabilities and revenue recognition under percentage-of-completion accounting.
The accompanying consolidated balance sheets include preliminary allocations of
the respective purchase price paid for the companies acquired during the latest
12 months using the "purchase" method of accounting and, accordingly, are
subject to final adjustment.

As of September 30, 2002, Quanta has provided allowances for doubtful
accounts of approximately $66.0 million. Certain of Quanta's customers, several
of them large public telecommunications carriers, have filed for bankruptcy in
the nine months ended September 30, 2002 or have been experiencing financial
difficulties. Also, a number of Quanta's utility customers are experiencing

4
financial difficulties in the current business climate. Should additional
customers file for bankruptcy or continue to experience difficulties, or should
anticipated recoveries relating to receivables in existing bankruptcies or other
workout situations fail to materialize, Quanta could experience reduced cash
flows and losses in excess of current allowances provided. In addition, material
changes in our customers revenues or cash flows could affect our ability to
collect amounts due from them.

In June 2002, one of our customers, Adelphia Communications Corporation
filed for bankruptcy protection under Chapter 11 of the Bankruptcy Code, as
amended. We are uncertain as to whether such receivables will be collected
within one year and therefore have included this amount in non-current assets as
Accounts and Notes Receivable as of September 30, 2002. Also included in
Accounts and Notes Receivable are amounts due from another customer, relating to
the construction of independent power plants. As of September 30, 2002, the
total balance due from both of these customers was $78.4 million, net of an
allowance for doubtful accounts of $28.4 million.

2. PER SHARE INFORMATION:

Earnings (loss) per share amounts are based on the weighted average number
of shares of common stock and common stock equivalents outstanding during the
period. The weighted average number of shares used to compute basic and diluted
earnings per share for the three and nine months ended September 30, 2001 and
2002 is illustrated below (in thousands):

<Table>
<Caption>
THREE MONTHS ENDED NINE MONTHS ENDED
SEPTEMBER 30, SEPTEMBER 30,
2001 2002 2001 2002
<S> <C> <C> <C> <C>
NET INCOME (LOSS):
Net income (loss) attributable to common
SEOCK t ittt i e e e e e e $ 26,089 $ (8,550) $ 71,611 $ (621,367)
Dividends on Preferred Stock .............. 234 234 698 698
Net income (loss) for basic earnings per
Share i e e e e e e 26,323 (8,316) 72,309 (620,669)
Effect of convertible subordinated notes
under the "if converted" method --
interest expense addback, net of taxes . -— -= - —-=
Net income (loss) for diluted earnings
PEr Share ...ttt ittt $ 26,323 $ (8,316) $ 72,309 $ (620,669)
WEIGHTED AVERAGE SHARES:
Weighted average shares outstanding for
basic earnings per share, including
Convertible Preferred Stock ............ 77,552 78,033 76,941 78,189
Effect of dilutive stock options .......... 654 -= 1,243 -=
Effect of convertible subordinated notes
under the "if converted" method --
weighted convertible shares ............ -= - - -
Weighted average shares outstanding for
diluted earnings per share ............. 78,206 78,033 78,184 78,189



</Table>

Pursuant to EITF Topic D-95, "Effect of Participating Convertible Securities
on the Computation of Basic Earnings Per Share," the impact of the Series A
Convertible Preferred Stock has been included in the computation of basic
earnings per share. For the three and nine months ended September 30, 2001,
stock options of approximately 5.5 million and 2.4 million, respectively were
excluded from the computation of diluted earnings per share because the options'
exercise prices were greater than the average market price of Quanta's common
stock. For the three and nine months ended September 30, 2002, stock options of
approximately 9.3 million and 8.3 million, respectively, were excluded from the
computation of diluted earnings per share, as the effect would have been
antidilutive. For the three and nine months ended September 30, 2001 and
September 30, 2002, the effect of assuming conversion of the convertible
subordinated notes would be antidilutive and they were therefore excluded from
the calculation of diluted earnings per share.

3. INCOME TAXES:

Certain of the businesses Quanta has acquired were S corporations for income
tax purposes and, accordingly, any income tax liabilities for the periods prior
to the acquisitions are the responsibility of the respective stockholders.
Effective with the acquisitions, the S corporations converted to C corporations.
Accordingly, an estimated deferred tax liability has been recorded to provide
for the estimated future income tax liability as a result of the difference
between the book and tax bases of the net assets of these former S
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corporations. For purposes of these consolidated financial statements, federal
and state income taxes have been provided for the post-acquisition periods.

4. NEW ACCOUNTING PRONOUNCEMENTS:

In April 2002, the FASB issued SFAS No. 145, "Rescission of FASB Statements
No. 4, 44, and 64, Amendment of FASB Statement No. 13, and Technical
Corrections." SFAS No. 145 requires that gains and losses from extinguishment of
debt be classified as extraordinary items only if they meet the criteria in
Accounting Principles Board Opinion No. 30 (Opinion No. 30). Applying the
provisions of Opinion No. 30 will distinguish transactions that are part of an
entity's recurring operations from those that are unusual and infrequent and
meet the criteria for classification as an extraordinary item. SFAS No. 145 is
effective for Quanta beginning January 1, 2003. Upon the adoption of SFAS No.
145, if Quanta records any extraordinary items related to the extinguishment of
debt, Quanta will have to reclassify such items in its prior period statements
of operations to conform to the presentation required by SFAS No. 145. Under
SFAS No. 145, Quanta will report gains and losses on the extinguishment of
debt, if any, in pre-tax earnings rather than in extraordinary items.

In July 2002, the FASB issued SFAS No. 146, "Accounting for Costs Associated
with Exit or Disposal Activities." SFAS No. 146 addresses financial accounting
and reporting for costs associated with exit or disposal activities, such as
restructurings, involuntarily terminating employees and consolidating
facilities, initiated after December 31, 2002. Quanta has not determined the
impact, if any, that the adoption of this statement will have on its financial
position or results of operations.

5. GOODWILL AND OTHER INTANGIBLES:

Effective January 1, 2002, Quanta adopted SFAS No. 142, "Goodwill and Other
Intangible Assets," which establishes new accounting and reporting requirements
for goodwill and other intangible assets. Under SFAS No. 142, all goodwill
amortization ceased effective January 1, 2002.

Material amounts of recorded goodwill attributable to each of Quanta's
reporting units were tested for impairment by comparing the fair value of each
reporting unit with its carrying value. Fair value was determined using a
combination of the discounted cash flow, market multiple and market
capitalization valuation approaches. These impairment tests are required to be
performed at adoption of SFAS No. 142 and at least annually thereafter.
Significant estimates used in the methodologies include estimates of future cash
flows, future short-term and long-term growth rates, weighted average cost of
capital and estimates of market multiples for each of the reportable units. On
an ongoing basis (absent any impairment indicators), Quanta expects to perform
impairment tests annually during the fourth quarter after the annual budgeting
process.

Based on Quanta's transitional impairment test performed upon adoption of
SFAS No. 142, it recognized a $488.5 million charge, ($445.4 million, net of
tax) to reduce the carrying value of goodwill to the implied fair value of
Quanta's reporting units. This impairment is a result of adopting a fair value
approach, under SFAS No. 142, to testing impairment of goodwill as compared to
the previous method utilized, as permitted under accounting standards existing
at that time, in which evaluations of goodwill impairment were made by Quanta



using estimated future undiscounted cash flows to determine if goodwill would be
recoverable. Under SFAS No. 142, the impairment adjustment recognized at
adoption of the new rules was reflected as a cumulative effect of change in
accounting principle, net of tax, in the nine months ended September 30, 2002.

Quanta further recognized an interim non-cash goodwill impairment charge of
approximately $166.6 million during the nine months ended September 30, 2002.
Impairment adjustments recognized after adoption are required to be recognized
as operating expenses. The primary factor contributing to the interim impairment
charge was the overall deterioration of the business climate during 2002 in the
markets Quanta serves as evidenced by an increased number of bankruptcies in the
telecommunications industry, continued devaluation of several of Quanta's
customers' debt and equity securities and pricing pressures resulting from
challenges faced by major industry participants. Fair value was determined using
a combination of the discounted cash flow, market multiple and market
capitalization valuation approaches.

A summary of changes in Quanta's goodwill for the nine months ended
September 30, 2002 is as follows (in thousands) :

<Table>

<S> <C>
Balance, January 1, 2002........ $ 1,036,982
Acquisitions and adjustments.... 11,829
Transitional impairment......... (488,472)
Interim impairment.............. (166,580)
Balance, September 30, 2002..... S 393,759

</Table>

Quanta has also recorded an Other Intangible Asset of $2.1 million related
to customer relationships. The weighted average life of this intangible asset is
eight years and accumulated amortization as of September 30, 2002 was
approximately $0.2 million. Estimated annual amortization expense for future
periods is approximately $0.3 million.

The unaudited results of operations presented below for the three and nine
months ended September 30, 2002 and adjusted results of operations for the three
and nine months ended September 30, 2001, reflect the operations of Quanta had
the non-amortization provisions of SFAS No. 142 been adopted effective January
1, 2001 (in thousands):

<Table>
<Caption>
THREE MONTHS ENDED NINE MONTHS ENDED
SEPTEMBER 30, SEPTEMBER 30,
2001 2002 2001 2002

<S> <C> <C> <C> <C>
Net income (loss) attributable to common stock .... $ 26,089 S (8,550) S 71,611 $ (621,367)
Addback: Cumulative effect of change in accounting

principle, net of tax ..... .ttt -- -= -= 445,422
Reported income (loss) before cumulative effect of

change in accounting principle ........ ... 26,089 (8,550) 71,611 (175, 945)
Addback: Goodwill amortization, net of tax ........ 5,525 -= 16,444 -=
Adjusted net income (loss) attributable to common

stock before cumulative effect of change in

accounting principle ...ttt e e e $ 31,614 S (8,550) $ 88,055 $ (175,945)
Basic earnings (loss) per share before cumulative

effect of change in accounting principle:
Reported net income (loss) before cumulative effect

of change in accounting principle ............... S 0.34 $  (0.11) S 0.94 $ (2.24)

Goodwill amortization, net of tax ............... 0.07 - 0.21 -—
Adjusted net income (loss) before cumulative effect

of change in accounting principle ............... S 0.41 $  (0.11) S 1.15 $ (2.24)
Diluted earnings (loss) per share before cumulative

effect of change in accounting principle:

Reported net income (loss) attributable to common

stock before cumulative effect of change in
accounting principle ......iiii it S 0.34 $  (0.11) S 0.92 $ (2.24)

Goodwill amortization, net of tax ............... 0.07 - 0.22 -—
Adjusted net income (loss) attributable to common

stock before cumulative effect of change in

accounting principle ...ttt e e e S 0.41 S (0.11) S 1.14 S (2.24)



</Table>
6. DEBT:
Credit Facility

Quanta has a credit facility with 14 participating banks which matures on
June 14, 2004. On August 12, 2002, Quanta amended the credit facility so that
the commitment of the banks under the credit facility was reduced from $350.0
million to $275.0 million. The commitment will remain in effect at $275.0
million through March 31, 2003, then reduce to $250.0 million and remain in
effect at such amount through December 31, 2003. Effective January 1, 2004, the
credit facility will reduce to $225.0 million and remain in effect at such
amount through maturity of the credit facility on June 14, 2004. The credit
facility is secured by a pledge of all of the capital stock of Quanta's
subsidiaries and the majority of Quanta's assets and is to provide funds to be
used for working capital and for other general corporate purposes. Quanta's
subsidiaries guarantee the repayment of all amounts due under the facility and
the facility restricts pledges on all material assets. Amounts borrowed under
the credit facility bear interest at a rate equal to either (a) the London
Interbank Offered Rate (the 30 day LIBOR rate was 1.82% at September 30, 2002)
plus 1.50% to 3.50%, as determined by the ratio of Quanta's total funded debt to
EBITDA (as defined in the credit facility) or (b) the bank's prime rate (which
was 4.75% at September 30, 2002) plus up to 2.00%, as determined by the ratio of
Quanta's
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total funded debt to EBITDA. Commitment fees of 0.375% to 0.50%, based on
Quanta's total funded debt to EBITDA, are due on any unused borrowing capacity
under the credit facility. The amended credit facility is less restrictive with
respect to certain financial ratios and indebtedness covenants, including
maximum funded debt to EBITDA, maximum senior debt to EBITDA and minimum
interest coverage ratios. However, the amendment is more restrictive with
respect to Quanta's capital expenditures and asset sales, prohibits any stock
repurchase programs, acquisitions or the payment of dividends, and requires a
mandatory reduction in the banks' commitment by a portion of the proceeds from
asset sales or upon the issuance of additional debt in excess of $15.0 million.
As of September 30, 2002, Quanta had approximately $130.9 million in outstanding
borrowings under the credit facility and $62.3 million of letters of credit
outstanding, resulting in a borrowing availability of $81.8 million under the
credit facility.

Senior Secured Notes

In 2000, Quanta closed a private placement of $210.0 million principal
amount of senior secured notes primarily with insurance companies with
maturities currently ranging from three to eight years. On August 12, 2002,
Quanta amended the senior secured notes. The senior secured notes, as amended,
have financial covenants and restrictions substantially identical to those of
the credit facility and a weighted average interest rate of 9.91%. The amendment
also requires a mandatory prepayment of a portion of the proceeds of any asset
sales or upon the issuance of additional debt in excess of $15.0 million. In
addition, the senior secured notes carry a make-whole provision customary for
this type of debt instrument on prepayment of principal, including any mandatory
prepayments. Pursuant to an intercreditor agreement, the senior secured notes
rank equally in right of repayment with indebtedness under Quanta's credit
facility.

In connection with the amendments of both the credit facility and the senior
secured notes completed in August 2002, Quanta incurred additional debt issuance
costs of approximately $3.4 million. These costs have been accounted for in
accordance with EITF 98-14 for the credit facility and EITF 96-19 for the senior
secured notes. Accordingly, a majority of these costs were capitalized and are
being amortized over the remaining term of the respective agreements, as
amended. As a result of the amendment decreasing the commitment amount of the
credit facility, in accordance with EITF 98-14, Quanta expensed a portion of the
previously unamortized debt issuance costs as interest expense in the third
quarter of 2002.

Quanta has specifically provided for non-cash goodwill impairment charges of
up to $800 million in its credit facility and senior secured notes resulting
from the adoption of SFAS No. 142. Goodwill impairment charges do not impact any
covenants in Quanta's convertible subordinated notes.

Convertible Subordinated Notes

During the third quarter of 2000, Quanta issued $172.5 million principal
amount of convertible subordinated notes. The convertible subordinated notes
bear interest at 4.0% per year and are convertible into shares of Quanta's
common stock at a price of $54.53 per share, subject to adjustment as a result
of certain events. The convertible subordinated notes require semi-annual
interest payments beginning December 31, 2000, until the notes mature on July 1,
2007. Quanta has the option to redeem the notes beginning July 3, 2003; however,
redemption is currently prohibited by Quanta's credit facility and senior




secured notes.

7. STOCKHOLDERS' EQUITY:
Series A Convertible Preferred Stock

In September 1999, Quanta entered into a securities purchase agreement with
Agquila, Inc. (Aquila) pursuant to which Quanta issued 1,860,000 shares of Series
A Convertible Preferred Stock, $.00001 par value per share, for an initial
investment of $186.0 million, before transaction costs. In September 2000,
Aquila converted 7,924,805 shares of common stock into an additional 1,584,961
shares of Series A Convertible Preferred Stock at a rate of one share of Series
A Convertible Preferred Stock for five shares of common stock. According to
disclosure in Aquila's amended Schedule 13D filed on October 17, 2002, through a
privately negotiated transaction, Aquila sold to First Reserve Fund IX, L.P.
(First Reserve) 939,380 shares of Series A Convertible Preferred Stock on
October 15, 2002. The holders of the Series A Convertible Preferred Stock are
entitled to receive dividends in cash at a rate of 0.5% per annum on an amount
equal to $53.99 per share, plus all unpaid dividends accrued. In addition to the
preferred dividend, the holders are entitled to participate in any cash or
non-cash dividends or distributions declared and paid on the shares of common
stock, as if each share of Series A Convertible Preferred Stock had been
converted into common stock at the applicable conversion price immediately prior
to the record date for payment of such dividends or distributions. However,
holders will not participate in non-cash dividends or distributions if such
dividends or distributions cause an adjustment in the price at which Series A
Convertible Preferred Stock converts into common stock. At any time after the
sixth anniversary of the issuance of the Series A Convertible Preferred Stock,
if the closing price per share of Quanta's common stock is greater than $20.00,
then Quanta may terminate the preferred dividend. At any time after the sixth
anniversary of the issuance of the Series A Convertible Preferred Stock, if the
closing price per share of Quanta's common stock is equal to or less than
$20.00, then the preferred dividend may, at the option of the holders, be
adjusted to the then "market coupon rate," which shall equal Quanta's after-tax
cost of obtaining financing, excluding common stock, to replace the holders
investment in Quanta.

Holders are entitled to that number of votes equal to the number of shares
of common stock into which the outstanding shares of Series A Convertible
Preferred Stock are then convertible on any matter voted on by the holders of
common stock. Subject to certain limitations, holders are entitled to elect up
to three of the total number of directors of Quanta. All or any portion of the
outstanding shares of Series A Convertible Preferred Stock may, at the option of
the holders, be converted at any time into fully paid and non-assessable shares
of common stock. The conversion price currently is $20.00, yielding 17,224,805
shares of common stock upon conversion of all outstanding shares of Series A
Convertible Preferred Stock. The conversion price may be adjusted under certain
circumstances.

Stockholder Rights Plan

On March 8, 2000, the board of directors adopted a Stockholder Rights Plan.
On November 15, 2001, the board of directors amended the Stockholder Rights Plan
and on November 18, 2001 and December 1, 2001, the board of directors ratified
such amendments to the Stockholder Rights Plan. The board of directors also
amended the Stockholder Rights Plan on February 12, March 13 and October 15,
2002. Under the Stockholder Rights Plan, as amended, a dividend of one preferred
share purchase right (a Right) was declared on each outstanding share of
Quanta's common stock (including Quanta's limited vote common stock) and Series
A Convertible Preferred Stock (on an as-converted basis) for holders of record
as of the close of business on March 27, 2000. The Rights also attach to all
common stock (including Quanta's limited vote common stock) and Series A
Convertible Preferred Stock that become outstanding between March 27, 2000 and
the earliest of the Distribution Date, the Redemption Date and the Final
Expiration Date (as such terms are defined in the Stockholder Rights Plan). No
separate certificates evidencing the Rights will be issued unless and until they
become exercisable. Each Right has an initial exercise price of $153.33. The
Rights will be exercisable if a person or group (other than Aquila or First
Reserve) becomes the beneficial owner of 15% or more of the voting power of
Quanta's common shares on an as-converted basis. The Rights also will be
exercisable if Aquila or First Reserve, together with any affiliates or
associates, becomes the beneficial owner of more than 37.71% or 37.00%,
respectively, of the voting power of Quanta's common stock on an as-converted
basis. Upon a "Flip-In Event" as defined in the Stockholder Rights Plan, the
Rights would be exercisable for common stock of Quanta at a discount. In
addition, the Rights held by an "Acquiring Person" as defined in the Stockholder
Rights Plan will be void upon a Flip-In Event. The Rights will expire on March
8, 2010.

The February 12, 2002 amendment provided that only outstanding shares of
Quanta's common stock and Series A Convertible Preferred Stock are to be counted
in calculating the number of shares that Aquila could acquire while remaining an



exempt person under the Stockholder Rights Plan. As amended to date, the
Stockholder Rights Plan permits Aquila to beneficially own up to 37.71% of the
outstanding voting power of Quanta's common stock (assuming conversion of all
outstanding shares of Quanta's Series A Convertible Preferred Stock).

The March 13, 2002 amendment rendered the Rights inapplicable to an offer
for all outstanding shares of Quanta's common stock in a manner that treats all
stockholders equally if upon completion of the offer, the offeror owns shares of
Quanta's voting stock representing 75% or more of the then outstanding voting
stock. The Stockholder Rights Plan as so amended would also require the
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bidder to commit irrevocably to purchase all shares not tendered at the same
price paid to the tendering stockholders.

As part of the settlement of the proxy contest with Aquila, Quanta agreed
with Aquila to amend and restate the Stockholder Rights Plan (or to adopt a new
rights plan) so that the Rights became exercisable if a person or group (other
than Aquila) became the beneficial owner of 15% of the voting power of Quanta's
capital stock, assuming conversion, or if Aquila's beneficial ownership level in
Quanta increased from 37.71%, assuming conversion. These changes were made in
the October 15, 2002 amendment.

The October 15, 2002 amendment also included some technical amendments to
the Stockholder Rights Plan, and provided that all of the shares of the Series B
and Series C Preferred Stock previously authorized but unisssued in connection
with the Stockholder Rights Plan would be eliminated and a new class, Series D
Junior Participating Preferred Stock, would be authorized as part of the
amendment to the Stockholders Rights Plan.

The term "assuming conversion" means assuming conversion of all outstanding
equity securities, whether or not then convertible, other than the Series E
Preferred Stock, and excluding the conversion of outstanding options, warrants
and other similar rights. When used in reference to First Reserve or any of its
transferees, however, "assuming conversion" means assuming conversion of all
outstanding equity securities, whether or not then convertible, including the
Series E Preferred Stock, and including the conversion of outstanding options,
warrants and other similar rights to acquire equity securities of Quanta.

Restricted Stock

Under the 2001 Stock Incentive Plan, 72,701 shares of Quanta's common stock
were issued in 2001 at a price of $27.51 per share, which reflected the fair
market value of the common stock at the date of issuance. The shares of common
stock issued pursuant to the 2001 Stock Incentive Plan are subject to
restrictions on transfer and certain other conditions. During the restriction
period, the plan participants are entitled to vote and receive dividends on such
shares. Upon issuance of the 72,701 shares of Quanta's common stock pursuant to
the 2001 Stock Incentive Plan, an unamortized compensation expense equivalent to
the market wvalue of the shares on the date of grant was charged to stockholders'
equity and will be amortized over the six year restriction period. The
compensation expense taken with respect to the restricted shares during the
three and nine months ended September 30, 2002 was approximately $62,000 and
$187,500, respectively. On October 31, 2002, 63,614 unvested restricted shares
were forfeited and cancelled. The remaining deferred compensation expense of
$1.6 million will be reversed against additional paid-in capital during the
fourth quarter of 2002.

Treasury Stock

The board of directors of Quanta authorized a Stock Repurchase Plan under
which up to $75.0 million of Quanta's common stock could be repurchased. Under
the Stock Repurchase Plan, Quanta could conduct purchases through open market
transactions in accordance with applicable securities laws. During 2001, we
purchased 986,000 shares of common stock for approximately $15.3 million. On
March 13, 2002, the 986,000 shares of common stock were sold to Quanta's Stock
Employee Compensation Trust (SECT), and were no longer considered treasury
stock. These shares were subsequently retired on June 28, 2002, after we
terminated the SECT. During the second quarter of 2002, Quanta purchased 924,500
shares of its common stock for approximately $11.7 million under the Stock
Repurchase Plan. As of July 1, 2002, the independent committee of Quanta's board
of directors determined to cease the Stock Repurchase Plan. In addition, Quanta
acquired into treasury 1,871 shares of previously restricted stock for
settlement of a tax liability pursuant to a deferred compensation arrangement.
As a result of the credit facility and senior secured notes amendments, any
further stock repurchases are prohibited.

8. SEGMENT INFORMATION:

Quanta operates in one reportable segment as a specialty contractor. Quanta
provides comprehensive network solutions to the electric power, gas,
telecommunications and cable television industries, including designing,
installing, repairing and maintaining network infrastructure. Each of these
services 1is provided by various Quanta subsidiaries and discrete financial
information is not provided to management at the service level. The following



table presents information regarding revenues derived from the industries noted

above.
<Table>
<Caption>
NINE MONTHS ENDED
SEPTEMBER 30,
2001 2002
(IN THOUSANDS)
<S> <C> <C>
Electric power network services.......... $ 578,669 $ 668,204
Telecommunications network services...... 488,586 222,735
Cable television network services........ 212,230 160,791
Ancillary ServicCes.......ieiiiiiiinnenann 247,347 266,227
$ 1,526,832 $ 1,317,957
</Table>
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Quanta does not have significant operations or long-lived assets in
countries outside of the United States.

9. RELATED PARTY TRANSACTIONS:

In September 1999, Quanta entered into a strategic alliance agreement with
Aquila. Under the terms of the strategic alliance agreement, Agquila will use
Quanta, subject to Quanta's ability to perform the required services, as a
preferred contractor in outsourced transmission and distribution infrastructure
installation and maintenance and natural gas distribution, installation and
maintenance in all areas serviced by Aquila, provided that Quanta provides such
services at a competitive cost. The strategic alliance agreement has a term of
six years.

10. COMMITMENTS AND CONTINGENCIES:
Litigation

On December 21, 2001, a purported stockholder of Quanta filed a putative
class action and derivative complaint against directors Vincent D. Foster, Louis
C. Golm, James R. Ball, John R. Colson, John R. Wilson, Gary A. Tucci and former
director Jerry J. Langdon. The complaint also named Quanta as a nominal
defendant. The complaint alleged that the named directors breached their
fiduciary duties by taking certain actions, including the Stockholder Rights
Plan amendment, in response to the announcement by Aquila that it intended to
acquire control of Quanta through open market purchases of Quanta's shares. The
complaint sought an order rescinding any actions taken by the named directors in
response to the announcement by Aquila and requiring the directors to take steps
necessary to maximize the value of Quanta. The complaint further sought damages
from the named directors on behalf of a class of stockholders and purportedly on
behalf of Quanta for the alleged harm inflicted by the actions of the named
directors. On October 31, 2002, the case was dismissed at the request of the
plaintiffs.

In addition, certain subsidiaries of Quanta are involved in disputes or
legal actions arising in the ordinary course of business. Management does not
believe the outcome of such legal actions will have a material adverse effect on
Quanta's financial position or results of operations.

Self-Insurance

Quanta is insured for workers' compensation, employer's liability, auto
liability and general liability claims, subject to a deductible of $1,000,000
per occurrence. In addition, effective January 1, 2002, Quanta consolidated the
various non-union employee related health care benefits plans that existed at
certain of its subsidiaries into one corporate plan that is subject to a
deductible of $250,000 per claimant per year. Losses up to the deductible
amounts are accrued based upon Quanta's estimates of the ultimate liability for
claims incurred and an estimate of claims incurred but not reported. The
accruals are based upon known facts and historical trends and management
believes such accruals to be adequate. At December 31, 2001 and September 30,
2002, the amounts accrued for self-insured claims were $28.3 million and $47.6
million, respectively, with $14.7 million and $27.4 million, respectively,
considered to be long-term and included in Other Non-Current Liabilities.

Derivatives

SFAS No. 133, "Accounting for Derivative Instruments and Hedging
Activities," as amended, was effective for Quanta on January 1, 2001. These
statements establish accounting and reporting standards requiring that all
derivative instruments be recorded as either assets or liabilities measured at
fair value. These statements also require that changes in the derivative's fair
value be recognized currently in earnings unless specific hedge accounting
criteria are met.



In October 2001, Quanta entered into a forward purchase contract (Contract
A) with settlements through 2006, in order to secure pricing on anticipated gas
requirements related to a project in process at December 31, 2001 that was
substantially complete at March 31, 2002. The objective was to mitigate the
variability in the price of natural gas by securing the price Quanta will have
to pay the Contract A counterparty. On March 29, 2002, Quanta entered into a
sub-services agreement with one of its customers (the Counterparty Contract)
whereby the customer assumed all obligations associated with Contract A. If the
customer is unable to fulfill its obligations under the Counterparty Contract,
Quanta will be responsible for settling the obligations of Contract A. As of
September 30, 2002, the fair value of Contract A and the Counterparty Contract
was a receivable of approximately $1.1 million and a payable of approximately
$1.1 million, respectively.
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In April 2002, Quanta entered into another forward purchase contract
(Contract B) with settlements through March 2003, in order to secure pricing on
anticipated gas requirements related to a project completed during the quarter
ended September 30, 2002. The objective was to mitigate the wvariability in the
price of natural gas by securing the price Quanta will have to pay the Contract
B counterparty. As of September 30, 2002, the fair value of Contract B was
approximately $284,000.

Performance Bonds

In certain circumstances, Quanta is required to provide performance bonds in
connection with its contractual commitments.

Contingent Payments

Quanta is subject to an agreement with the former owners of an operating
unit that was acquired in 2000. Under the terms of this agreement and depending
upon the ultimate profitability of certain contracts obtained by the operating
unit and the collection of the underlying receivables, Quanta may be required to
make additional payments to such former owners with a combination of common
stock and cash. At September 30, 2002, the amount of additional payments based
on performance to date could equal up to $16.8 million. This amount may be
adjusted significantly higher or lower over the term of the agreement.

11. SUBSEQUENT EVENTS:

On October 16, 2002, Quanta announced that First Reserve committed, subject
to certain conditions, to make an investment in Quanta through two transactions.
The first transaction occurred on October 15, 2002, with First Reserve
purchasing from Quanta approximately 8.7 million shares of newly issued Quanta
common stock at $3.00 per share, for a total investment of $26 million, and
purchasing from Aquila approximately 3.3 million shares of Quanta common stock
at $3.00 per share and approximately 0.9 million shares of Quanta Series A
Convertible Preferred Stock at $3.00 per share equivalent. The Series A
Convertible Preferred Stock acquired by First Reserve is convertible into
approximately 4.7 million shares of common stock. The combined value of this
first transaction was approximately $49.9 million. In exchange for consideration
from Quanta of approximately $2.2 million, Quanta also obtained from Aquila, as
part of this transaction, certain waivers of anti-dilution rights, preemptive
rights and limitations of the number of directors on Quanta's board of
directors.

First Reserve has also committed, subject to certain conditions, to invest
up to an additional $85 million in Quanta through the purchase of approximately
2.4 million shares of Quanta's Series E Preferred Stock in the second
transaction. The price per common share equivalent of the Series E Preferred
Stock will not be less than $3.00 nor more than $3.50, based upon the average
closing price of Quanta's common stock for a period prior to the closing of the
second transaction. Each share of Series E Preferred Stock will be convertible
into ten shares of Quanta's common stock, upon stockholder approval and
clearance under antitrust laws. In connection with First Reserve's investment,
Quanta granted First Reserve certain preemptive and registration rights. The
closing of the second transaction is conditioned on Quanta's successful
negotiation of certain amendments to its credit facility and senior secured
notes. Although Quanta expects to close the second transaction, there can be no
assurance that it will be able to obtain such amendments or complete the
transaction.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

INTRODUCTION
The following discussion should be read in conjunction with the Condensed

Consolidated Financial Statements and related notes thereto included elsewhere
in this Quarterly Report on Form 10-Q and in our Annual Report on Form 10-K,



which was filed with the SEC on April 1, 2002, and is available at the SEC's Web
site at www.sec.gov.

We derive our revenues from one reportable segment by providing specialized
contracting services and offering comprehensive network solutions. Our customers
include electric power, gas, telecommunications and cable television companies,
as well as commercial, industrial and governmental entities.

We enter into contracts principally on the basis of competitive unit price
or fixed price bids, 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 also perform services on a cost-plus or
time and materials basis. We complete most installation projects within one
year, while we frequently provide maintenance and repair work under open-ended,
unit price master service agreements which are renewable annually. We generally
recognize revenue when services are performed except when work is being
performed under fixed price contracts. We typically record revenues from fixed
price contracts on a percentage-of-completion basis, using the cost-to-cost
method based on the percentage of total costs incurred to date in proportion to
total estimated costs to complete the contract. Some of our customers require us
to post performance and payment bonds upon execution of the contract, depending
upon the nature of the work to be performed. Our fixed price contracts often
include payment provisions pursuant to which the customer withholds a 5% to 10%
retainage from each progress payment and remits the retainage to us upon
completion and approval of the work.

Cost of services consists primarily of salaries, wages and benefits to
employees, depreciation, fuel and other vehicle expenses, equipment rentals,
subcontracted services, insurance, facilities expenses, materials and parts and
supplies. Our gross margin, which is gross profit expressed as a percentage of
revenues, 1is typically higher on projects where labor, rather than materials,
constitutes a greater portion of the cost of services. We can predict materials
costs more accurately than labor costs. Therefore, to compensate for the
potential variability of labor costs, we seek to maintain higher margins on our
labor-intensive projects. We have a deductible of $1,000,000 per occurrence
related to workers' compensation, employer's liability, automobile and general
liability claims. In addition, effective January 1, 2002, we consolidated the
various non-union employee related health care benefits plans that existed at
certain of our subsidiaries into one corporate plan that is subject to a
deductible of $250,000 per claimant per year. Fluctuations in insurance accruals
related to these deductibles could have an impact on operating margins in the
period in which such adjustments are made.

Selling, general and administrative expenses consist primarily of
compensation and related benefits to management, administrative salaries and
benefits, marketing, office rent and utilities, communications, professional
fees and bad debt expense. Selling, general and administrative expenses can be
impacted by our customers' inability to pay for services performed.
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SIGNIFICANT BALANCE SHEET CHANGES

Total assets decreased approximately $645.5 million as of September 30, 2002
compared to December 31, 2001. This decrease is primarily due to the following:

o Accounts receivable and costs and estimated earnings in excess of
billings on uncompleted contracts decreased $56.1 million primarily due
to lower levels of revenue during the first nine months of 2002,
collections on accounts that were outstanding at December 31, 2001 and
an increase of $1.7 million in the allowance for doubtful accounts
related primarily to certain customers that have declared bankruptcy
during 2002. In addition, approximately $32.9 million in balances have
been reclassified to non-current accounts and notes receivable due to
uncertainty related to their collectibility within the next
twelve months.

o Inventories increased $2.1 million primarily due to the purchase of a
turbine for $5.0 million to be used in future projects, net of valuation
allowances taken against inventory.

o Current deferred taxes increased $20.0 million primarily due to net
operating losses generated during 2002 and increases in the allowance
for doubtful accounts, which are not currently deductible.

o Property and equipment, net decreased $6.4 million due to depreciation
expense of $45.0 million recorded during the period and the sale of
equipment that was no longer being used by certain of our subsidiaries,
offset by increases as a result of capital expenditures of $39.8
million.

o Accounts and notes receivable, net increased $23.0 million primarily due
to the recording of an additional note receivable of $17.3 million from



one of our customers. We have agreed to long-term payment terms for this
customer. The notes receivable are partially secured and bear interest
at 9% per year. In addition, we reclassified approximately $32.9 million
from accounts receivable due to uncertainty related to their
collectibility within the next twelve months as discussed above. During
the nine months of 2002, we recorded allowances for these accounts and
notes receivable of approximately $28.4 million.

o Goodwill and other intangibles, net decreased $641.3 million due to
impairments of goodwill pursuant to Statement of Financial Accounting
Standard (SFAS) No. 142, "Goodwill and Other Intangible Assets," which
requires goodwill to be tested for impairment by comparing the fair
value of each subsidiary with its carrying value.

As of September 30, 2002, total liabilities decreased approximately $25.7
million and stockholders' equity decreased approximately $619.8 million compared
to December 31, 2001. These fluctuations were primarily due to the following:

o Long-term debt, net of current maturities increased $17.8 million due
primarily to borrowings made against our credit facility for the
purchase of two companies during the first nine months of 2002.

o Deferred income taxes and other non-current liabilities decreased $17.6
million primarily as a result of the recording of a deferred tax asset
for the tax benefit related to the impairments of goodwill pursuant to
SFAS No. 142, partially offset by increases in deferred tax liabilities
due to increased differences between the book and tax value for certain
of our assets. This decrease was also partially offset by increases in
the long-term portion of self-insurance reserves.

o Stockholders' equity decreased $619.8 million during the first nine
months of 2002. This was primarily the result of a net loss attributable
to common stock of $621.4 million associated with the impairments of
goodwill recorded pursuant to SFAS No. 142 and the purchase of
approximately $11.7 million of treasury stock under Quanta's Stock
Repurchase Plan, partially offset by the issuance of approximately $6.9
million in shares of common stock pursuant to the employee stock
purchase plan and the acquisition of two companies which resulted in
increased additional paid in capital of $3.4 million.
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RESULTS OF OPERATIONS

The following table sets forth selected unaudited statements of operations
data and such data as a percentage of revenues for the periods indicated:

<Table>
<Caption>
THREE MONTHS ENDED SEPTEMBER 30, NINE MONTHS ENDED
SEPTEMBER 30,
2001 2002 2001
2002
(DOLLARS IN THOUSANDS) (DOLLARS IN THOUSANDS)
$
<S> <C> <C> <C> <C> <C> <C> <C>
<C>
REVENUES v vttt et iieeeeenennn $ 504,472 100.0% $ 436,215 100.0% $ 1,526,832 100.0%
1,317,957 100.0%
Cost of services (including
depreciation) ........cieoiiion.. 394,249 78.2 381,947 87.6 1,196,903 78.4
1,139,842 86.5
Gross profit ............ 110,223 21.8 54,268 12.4 329,929 21.6
178,115 13.5
Selling, general and
administrative expenses ....... 45,281 8.9 68,747 15.7 147,809 9.7
178,956 13.6
Goodwill impairment ............. - -= -= - -= -
166,580 12.6
Goodwill amortization ........... 6,569 1.3 -— -= 19,426 1.3
Income (loss) from
operations ............ 58,373 11.6 (14,479) (3.3) 162,694 10.6
(167,421) (12.7)
Interest eXpense ................ (9,040) (1.8) (9,807) (2.2) (27,412) (1.8)
(25,696) (1.9)

Other income, net ............... 57 -— (1,674) (0.4) (502) -



(56) =

Income (loss) before income tax
provision (benefit) and
cumulative effect of change

in accounting principle ....... 49,384 9.8 (25,960) (5.9) 134,780 8.8
(193,173) (14.6)
Provision (benefit) for income

LAXKES vttt ittt i e 23,061 4.6 (17,644) 4.0 62,471 4.1
(17,926) 1.3
Income (loss) before cumulative

effect of change in

accounting principle .......... 26,323 5.2 (8,316) (1.9) 72,309 4.7
(175,247) (13.3)
Cumulative effect of change in

accounting principle, net

Of Lax wvii i e e -= -- -- -- -- -=
445,422 (33.8)

Net income (loSS) ....vvuienien.n. $ 26,323 5.2% $  (8,316) (1.9)% S 72,309 4.7
(620,669) (47.1)%
</Table>

THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2002, COMPARED TO THE THREE AND NINE
MONTHS ENDED SEPTEMBER 30, 2001

Revenues. Revenues decreased $68.3 million and $208.9 million or, 13.5% and
13.7%, to $436.2 million and $1.3 billion for the three and nine months ended
September 30, 2002. The decrease was attributable to lower revenues, primarily
from telecommunications and cable customers, due in part to the continued
decrease in capital spending by our customers, the inability of certain of these
customers to raise new capital, bankruptcies of certain customers and the
overall downturn in the national economy, which have negatively impacted the
award of work to specialty contractors. This decrease was partially offset by a
full period of contributed revenues for the three and nine months ended
September 30, 2002 for those companies acquired during 2001.

Gross profit. Gross profit decreased $56.0 million and $151.8 million, or
50.8% and 46.0%, to $54.3 million and $178.1 million for the three and nine
months ended September 30, 2002. As a percentage of revenues, gross margin
decreased from 21.8% for the three months ended September 30, 2001, to 12.4% for
the three months ended September 30, 2002. This decrease in gross margin
resulted primarily from declining volumes due to economic factors noted above,
significantly lower margins on work performed due to increased pricing
pressures, lower asset utilization and valuation allowances taken against
inventory. Gross margin decreased from 21.6% for the nine months ended September
30, 2001, to 13.5% for the nine months ended September 30, 2002. The decrease in
gross margin for the nine months ended September 30, 2002, resulted from the
factors noted above and higher than normal transition costs in the first six
months of 2002 on one telecommunications outsourcing contract.

Selling, general and administrative expenses. Selling, general and
administrative expenses increased $23.5 million and $31.1 million, or 51.8% and
21.1%, to $68.7 million and $179.0 million for the three and nine months ended
September 30, 2002. During the three months ended September 30, 2002, we
recorded $25.7 million in bad debt expense as compared to $1.2 million in last
year's third quarter. Excluding the impact of bad debt expense, selling, general
and administrative expenses decreased approximately $1.1 million due to
decreases in overhead personnel and bonus reductions. During the nine months
ended September 30, 2002, we recorded $34.3 million in bad debt expense, and
$10.5 million in proxy costs. During the nine months ended September 30, 2001,
we recorded $17.8 million in bad debt expense. Excluding the impact of these
items, selling, general and administrative expenses for the nine months ended
September 30, 2002 increased approximately $4.1 million, primarily due to the
inclusion of a full nine months of costs associated with companies acquired
during 2001, higher professional fees due to increased collection efforts on
troubled accounts and higher advertising and travel costs associated with
increased marketing efforts, partially offset by reductions in personnel and
bonuses.

Goodwill impairment. During the nine months ended September 30, 2002, we
recognized an interim non-cash SFAS No. 142 goodwill impairment charge of $166.6
million. Any interim impairment adjustments recognized after adoption are
required to be recognized as operating expenses. The primary factor contributing
to the interim impairment charge was the overall deterioration of the business
climate during 2002 in the markets we serve.
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Interest expense. Interest expense increased $0.8 million, or 8.4%, to $9.8



million for the three months ended September 30, 2002. This increase was due to
higher average interest rates as a result of amendments to the credit facility
and the senior secured notes in August 2002 and the write-off of a portion of
the previously unamortized loan costs as a result of the amendments, offset
partially by lower average levels of debt outstanding. Interest expense
decreased $1.7 million, or 6.3%, to $25.7 million for the nine months ended
September 30, 2002 due to lower average levels of debt outstanding and lower
average interest rates.

Provision (benefit) for income taxes. The benefit for income taxes was $17.6
million and $17.9 million for the three and nine months ended, September 30,
2002, with effective tax rates of 68.0% and 9.3%, respectively, compared to a
provision of $23.1 million and $62.5 million for the three and nine months ended
September 30, 2001, with effective tax rates of 46.7% and 46.4%, respectively.
Due to lower earnings during the three months ended September 30, 2002 and lower
current expectations for the remainder of 2002, the tax benefit for 2002 was
increased, and the cumulative year-to-date impact of this benefit was recognized
during the quarter. The tax rate in 2002 results primarily from the interim
goodwill impairment charge, the majority of which is not deductible for tax
purposes, thereby reducing the amount of tax benefit recorded.

Cumulative effect of change in accounting principle, net of tax. Based on
our transitional impairment test performed upon adoption of SFAS No. 142, we
recognized a charge, net of tax, of $445.4 million to reduce the carrying value
of the goodwill of our reporting units to its implied fair value for the nine
months ended September 30, 2002. Under SFAS No. 142, the impairment adjustment
recognized at adoption of the new rule was reflected as a cumulative effect of
change in accounting principle in the nine months ended September 30, 2002.

Net income (loss). Net income decreased $34.6 million and $693.0 million to
net losses of $8.3 million and $620.7 million for the three and nine months
ended September 30, 2002, compared to net income of $26.3 million and $72.3
million for the three and nine months ended September 30, 2001, primarily due to
impairments of goodwill recorded pursuant to SFAS No. 142 and decreased gross
profit as described above.

LIQUIDITY AND CAPITAL RESOURCES

As of September 30, 2002, we had cash and cash equivalents of $15.4 million,
working capital of $333.7 million and long-term debt of $518.0 million, net of
current maturities. Our long-term debt balance at that date included borrowings
of $130.9 million under our credit facility, $210.0 million of senior secured
notes, $172.5 million of convertible subordinated notes and $4.6 million of
other debt. In addition, we had $62.3 million of letters of credit outstanding
under the credit facility.

During the nine months ended September 30, 2002, operating activities
provided net cash flow of $62.0 million. We used net cash in investing
activities of $62.0 million, including $39.8 million used for capital
expenditures, $8.0 million used for the purchase of two businesses, net of cash
acquired, and $17.3 million in additional non-current notes receivable issued
during the nine months. Financing activities provided a net cash flow of $9.1
million, resulting primarily from $21.6 million of borrowings under our credit
facility, partially offset by $11.7 million from the purchase of common stock
under the Stock Repurchase Plan.

On August 12, 2002, we amended our credit facility so that the commitment of
the banks under the credit facility was reduced from $350.0 million to $275.0
million. The commitment will remain in effect at $275.0 million through March
31, 2003, then reduce to $250.0 million and remain in effect at such amount
through December 31, 2003. Effective January 1, 2004, the credit facility will
reduce to $225.0 million and remain in effect at such amount through maturity of
the credit facility on June 14, 2004. Amounts borrowed under the credit facility
bear interest at a rate equal to either (a) LIBOR plus 1.50% to 3.50%, as
determined by the ratio of our total funded debt to EBITDA (as defined in the
credit facility) or (b) the bank's prime rate plus up to 2.00%, as determined by
the ratio of our total funded debt to EBITDA. Commitment fees of 0.375% to
0.50%, based on our total funded debt to EBITDA, are due on any unused borrowing
capacity under the credit facility. The amended credit facility is less
restrictive with respect to certain financial ratios and indebtedness covenants,
including the maximum funded debt to EBITDA, maximum senior debt to EBITDA and
minimum interest coverage ratios. However, the amendment is more restrictive
with respect to our capital expenditures and asset sales, prohibits any stock
repurchase programs, acquisitions or the payment of dividends, and requires
mandatory reduction in the banks' commitment by a portion of the proceeds from
asset sales or upon the issuance of additional debt in excess of $15.0 million.
As of October 31, 2002, we had approximately $154.2 million in outstanding
borrowings under the credit facility and $70.4 million of letters of credit
outstanding, resulting in a borrowing availability of $50.4 million under the
credit facility. Our current borrowing rate is LIBOR plus 3.50%. As of October
31, we had approximately $76.8 million in cash on hand.

As of September 30, 2002, we had $210.0 million of senior secured notes
which have maturities ranging from three to eight years with a weighted average
interest rate of 9.91%. On August 12, 2002, we amended the senior secured notes,



and as amended, have
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financial covenants and restrictions substantially identical to those under the
credit facility. The amendment also requires a mandatory prepayment of a portion
of the proceeds of any asset sales or upon the issuance of additional debt in
excess of $15.0 million. In addition, the senior secured notes carry a
make-whole provision customary for this type of debt instrument on prepayment of
principal, including, any mandatory prepayments. Pursuant to an intercreditor
agreement, the senior secured notes rank equally in right of repayment with
indebtedness under our credit facility.

In connection with the amendments of both the credit facility and the senior
secured notes in August 2002, we incurred additional debt issuance costs
estimated at approximately $3.4 million. We will account for these costs in
accordance with EITF 98-14 for the credit facility and EITF 96-19 for the senior
secured notes. Accordingly, a majority of these costs will be capitalized and
amortized over the remaining term of the respective agreements, as amended. As a
result of the amendment decreasing the commitment amount of the credit facility,
in accordance with EITF 98-14, we expensed a portion of the unamortized debt
issuance costs as interest expense in the third quarter of 2002.

As of September 30, 2002, we had $172.5 million in convertible subordinated
notes that bear interest at 4.0% per year and are convertible into shares of our
common stock at a price of $54.53 per share, subject to adjustment as a result
of certain events. The convertible subordinated notes require semi-annual
interest payments until the notes mature on July 1, 2007. We have the option to
redeem some or all of the convertible subordinated notes beginning July 3, 2003
at specified redemption prices, together with accrued and unpaid interest. If
certain fundamental changes occur, as described in the indenture under which we
issued the convertible subordinated notes, holders of the convertible
subordinated notes may require us to purchase all or part of their notes at a
purchase price equal to 100% of the principal amount, plus accrued and unpaid
interest. In the event of such circumstance, consent to repurchase the
convertible subordinated notes would be required under our credit facility and
senior secured notes.

We have specifically provided for non-cash goodwill impairment charges up to
$800 million in our credit facility and senior secured notes resulting from the
adoption of SFAS No. 142. Goodwill impairment charges do not violate any
covenants in our convertible subordinated notes.

On October 16, 2002, we announced that First Reserve Fund IX, L.P. (First
Reserve) committed, subject to certain conditions, to make an investment in us
through two transactions. The first transaction occurred on October 15, 2002,
with First Reserve purchasing from us approximately 8.7 million shares of our
newly issued common stock at $3.00 per share, for a total investment of $26
million, and purchasing from Aquila approximately 3.3 million shares of our
common stock at $3.00 per share and approximately 0.9 million shares of our
Series A Convertible Preferred Stock at $3.00 per share equivalent. The Series A
Convertible Preferred Stock acquired by First Reserve is convertible into
approximately 4.7 million shares of common stock. The combined value of this
first transaction was approximately $49.9 million. In exchange for consideration
from us of approximately $2.2 million, we also obtained from Aquila, as part of
this transaction, certain waivers of anti-dilution rights, preemptive rights and
limitations of the number of directors on our board of directors.

First Reserve has also committed, subject to certain conditions, to invest
up to an additional $85 million through the purchase of approximately 2.4
million shares of our Series E Preferred Stock from us in the second
transaction. The price per common share equivalent of the Series E Preferred
Stock will not be less than $3.00 nor more than $3.50, based upon the average
closing price of our common stock for a period prior to the closing of the
second transaction. Each share of Series E Preferred Stock will be convertible
into ten shares of our common stock, upon stockholder approval and clearance
under antitrust laws. The closing of the second transaction is conditioned on
our successful negotiation of certain amendments to our credit facility and
senior secured notes which would allow us greater flexibility to grow our
business. Although we expect to close the second transaction, there can be no
assurance that we will be able to obtain such amendments or complete the
transaction.

We anticipate that our cash flow from operations and our credit facility
will provide sufficient cash to enable us to meet our working capital needs,
debt service requirements and planned capital expenditures for property and
equipment for at least the next 12 months. However, further deterioration in the
markets we serve or material changes in our customers revenues or cash flows,
coupled with the lowered capacity under our credit facility, may negatively
impact our ability to meet such needs.

Other Commitments. As is common in our industry, we have entered into
certain off-balance sheet arrangements in the ordinary course of business that
result in risks not directly reflected in our balance sheets. Our significant
off-balance sheet transactions include liabilities associated with
non-cancelable operating leases, letter of credit obligations and surety



guarantees. We have not engaged in any off-balance sheet financing arrangements
through special purpose entities.
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We enter into non-cancelable operating leases for many of our facility,
vehicle and equipment needs. These leases allow us to conserve cash by paying a
monthly lease rental fee for use of facilities, vehicles and equipment rather
than purchasing them. At the end of the lease, we have no further obligation to
the lessor. We may decide to cancel or terminate a lease before the end of its
term, in which case we are typically liable to the lessor for the remaining
lease payments under the term of the lease.

Some customers require us to post letters of credit to guarantee performance
under our contracts and to ensure payment to our subcontractors and vendors
under those contracts. Certain of our vendors also require letters of credit to
ensure reimbursement for amounts they are disbursing on behalf of us, such as to
beneficiaries under our self-funded insurance programs. Such letters of credit
are generally issued by a bank or similar financial institution. The letters of
credit commit the issuer to pay specified amounts to the holder of the letter of
credit if the holder demonstrates that we have failed to perform specified
actions. If this were to occur, we would be required to reimburse the issuer of
the letter of credit. Depending on the circumstances of such a reimbursement, we
may also have to record a charge to earnings for the reimbursement. To date, we
have not had a claim made against a letter of credit that resulted in payments
by the issuer of the letter of credit or by us and do not believe that it is
likely that any claims will be made under a letter of credit in the foreseeable
future.

Many customers, particularly in connection with new construction, require us
to post performance and payment bonds issued by a financial institution known as
a surety. These bonds provide a guarantee to the customer that we will perform
under the terms of a contract and that we will pay subcontractors and vendors.
If we fail to perform under a contract or to pay subcontractors and vendors, the
customer may demand that the surety make payments or provide services under the
bond. We must reimburse the surety for any expenses or outlays it incurs. To
date, we have not had any significant reimbursements to our surety for
bond-related costs. We believe that it is unlikely that we will have to fund
significant claims under our surety arrangements in the foreseeable future.

Our future contractual obligations, including interest under capital leases,
are as follows (in thousands) :

<Table>
<Caption>
TOTAL 2002 2003 2004 2005 2006 THEREAFTER
<S> <C> <C> <C> <C> <C> <C> <C>
Long-term debt obligations
including capital leases..... $ 524,934 $ 3,102 $ 5,471 $ 132,863 $ 103,820 $ 5,178 $ 274,500
Operating lease obligations.... $ 46,437 $ 7,916 $ 16,817 $ 8,744 S 6,835 $ 3,205 S 2,920
</Table>

We also had $62.3 million in letters of credit outstanding under our credit
facility primarily to secure obligations under our casualty insurance program at
September 30, 2002. While not actual borrowings, letters of credit do reflect
potential liabilities under our credit facility and therefore are treated as a
use of borrowing capacity under our credit facility. These are irrevocable
stand-by letters of credit with maturities expiring at various times throughout
2002 and 2003. Upon maturity, it is expected that the majority of these letters
of credit will be renewed for subsequent one year periods. Borrowing
availability under our credit facility was $81.8 million as of September 30,
2002.

Stock Repurchase Plan. Our board of directors authorized a Stock Repurchase
Plan under which up to $75.0 million of our common stock could be repurchased.
Under the Stock Repurchase Plan, we could conduct purchases through open market
transactions in accordance with applicable securities laws. During 2001, we
purchased 986,000 shares of common stock for approximately $15.3 million. On
March 13, 2002, the 986,000 shares of common stock were sold to our Stock
Employee Compensation Trust (SECT), and were no longer considered treasury
stock. These shares were subsequently retired on June 28, 2002, after we
terminated the SECT. During 2002, Quanta has purchased 924,500 shares of its
common stock for approximately $11.7 million under the Stock Repurchase Plan. As
of July 1, 2002, the independent committee of our board of directors determined
to cease the Stock Repurchase Plan. As a result of the credit facility and
senior secured notes amendments, any further stock repurchases are prohibited.

Acquisitions. During the nine months ended September 30, 2002, we acquired
two companies for an aggregate consideration of 251,079 shares of common stock
and approximately $8.0 million in cash, net of cash acquired. The cash portion
of such consideration was provided by proceeds from borrowings under the credit
facility. In connection with the amendment of our credit facility and senior
secured notes, we are prohibited from making additional acquisitions.

Concentration of Credit Risk. We grant credit, generally without collateral,



to our customers, which include electric power and gas companies,
telecommunications and cable television system operators, governmental entities,
general contractors, builders and owners and managers of commercial and
industrial properties located primarily in the United States. Consequently, we
are subject to potential credit risk related to changes in business and economic
factors throughout the United States. We generally are entitled to payment for
work performed and have certain lien rights on our services provided. As
previously discussed herein, our customers in the telecommunications business
have experienced significant financial difficulties and, in several instances,
have filed for bankruptcy.
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Also, our utility customers are experiencing business challenges in the current
business climate. These economic conditions expose us to increased risk related
to collectibility of receivables for services we have performed. No customer
accounted for more than 10% of accounts receivable or revenues for the three and
nine months ended September 30, 2001 or 2002.

In June 2002, one of our customers, Adelphia Communications Corporation,
filed for bankruptcy protection under Chapter 11 of the Bankruptcy Code, as
amended. We are uncertain as to whether such receivables will be collected
within one year and therefore have included this amount in non-current assets as
accounts and notes receivable as of September 30, 2002. Also included in
accounts and notes receivable are amounts due from another customer, relating to
the construction of independent power plants. As of September 30, 2002, the
total balance due from both of these customers was $78.4 million, net of an
allowance for doubtful accounts of $28.4 million.

Related Party Transactions. In the normal course of business, we from time
to time enter into transactions with related parties. These transactions
typically take the form of network service work for Aquila or facility leases
with prior owners. See additional discussion in Note 9 of Notes to Condensed
Consolidated Financial Statements.

SEASONALITY; FLUCTUATIONS OF QUARTERLY RESULTS

Our results of operations can be subject to seasonal variations. During the
winter months, demand for new projects and new maintenance service arrangements
may be lower due to reduced construction activity. However, demand for repair
and maintenance services attributable to damage caused by inclement weather
during the winter months may partially offset the loss of revenues from lower
demand for new projects and new maintenance service arrangements. Additionally,
our industry can be highly cyclical. As a result, our volume of business may be
adversely affected by declines in new projects in various geographic regions in
the U.S. Typically, we experience lower gross and operating margins during the
winter months. The financial condition of our customers and their access to
capital, variations in the margins of projects performed during any particular
quarter, the timing and magnitude of acquisition assimilation costs, regional
economic conditions and timing of acquisitions may also materially affect
quarterly results. Accordingly, our operating results in any particular quarter
may not be indicative of the results that can be expected for any other quarter
or for the entire year.

NEW ACCOUNTING PRONOUNCEMENTS

In April 2002, the FASB issued SFAS No. 145, "Rescission of FASB Statements
No. 4, 44, and 64, Amendment of FASB Statement No. 13, and Technical
Corrections." SFAS No. 145 requires that gains and losses from extinguishment of
debt be classified as extraordinary items only if they meet the criteria in
Accounting Principles Board Opinion No. 30 (Opinion No. 30). Applying the
provisions of Opinion No. 30 will distinguish transactions that are part of an
entity's recurring operations from those that are unusual and infrequent and
meet the criteria for classification as an extraordinary item. SFAS No. 145 is
effective for us beginning January 1, 2003. Upon the adoption of SFAS No. 145,
if we record any extraordinary items related to the extinguishment of debt, we
will have to reclassify such items in our prior period statements of operations
to conform to the presentation required by SFAS No. 145. Under SFAS No. 145, we
will report gains and losses on the extinguishment of debt, if any, in pre-tax
earnings rather than in extraordinary items.

In July 2002, the FASB issued SFAS No. 146, "Accounting for Costs Associated
with Exit or Disposal Activities." SFAS No. 146 addresses financial accounting
and reporting for costs associated with exit or disposal activities, such as
restructurings, involuntarily terminating employees and consolidating facilities
initiated after December 31, 2002. Quanta has not determined the impact, if any,
that the adoption of this statement will have on its financial position or
results of operations.

CRITICAL ACCOUNTING POLICIES

The discussion and analysis of our financial condition and results of
operations are based on our consolidated financial statements, which have been
prepared in accordance with accounting principles generally accepted in the
United States. The preparation of these consolidated financial statements
requires us to make estimates and assumptions that affect the reported amounts



of assets and liabilities, disclosures of contingent assets and liabilities
known to exist at the date of the consolidated financial statements and the
reported amounts of revenues and expenses during the reporting period. We
evaluate our estimates on an ongoing basis, based on historical experience and
on various other assumptions that are believed to be reasonable under the
circumstances. There can be no assurance that actual results will not differ
from those estimates. Management has reviewed its development and selection of
critical accounting estimates with the audit committee of our board of
directors. We believe the following accounting policies affect our more
significant judgments and estimates used in the preparation of our consolidated
financial statements:

Current and Long-Term Accounts and Notes Receivable and Provision for
Doubtful Accounts. We provide an allowance for
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doubtful accounts when collection of an account or note receivable is
considered doubtful. Inherent in the assessment of the allowance for
doubtful accounts are certain judgments and estimates including, among
others, our customer's access to capital, our customer's willingness or
ability to pay, general economic conditions and the ongoing relationship
with the customer. For example, certain of our customers, primarily large
public telecommunications carriers, have filed for bankruptcy in the nine
months ended September 30, 2002, or have been experiencing financial
difficulties, and as a result we increased our allowance for doubtful
accounts to reflect that certain customers may be unable to meet their
obligations to us in the future. Should additional customers file for
bankruptcy or experience difficulties, or should anticipated recoveries
relating to the receivables in existing bankruptcies and other workout
situations fail to materialize, we could experience reduced cash flows and
losses in excess of current reserves.

Goodwill. As stated in Note 5 of Notes to Condensed Consolidated
Financial Statements, SFAS No. 142 provides that goodwill and other
intangible assets that have indefinite useful lives will not be amortized,
but instead must be tested at least annually for impairment, and intangible
assets that have finite useful lives should continue to be amortized over
their useful lives. Statement No. 142 also provides specific guidance for
testing goodwill and other nonamortized intangible assets for impairment.
Goodwill of a reporting unit shall be tested for impairment between annual
tests if an event occurs or circumstances change that would more likely than
not reduce the fair value of a reporting unit below its carrying amount.
Examples of such events or circumstances may include a significant change in
business climate or a loss of key personnel, among others. The Statement
requires that management make certain estimates and assumptions in order to
allocate goodwill to reporting units and to determine the fair value of
reporting unit net assets and liabilities, including, among other things, an
assessment of market conditions, projected cash flows, cost of capital and
growth rates, which could significantly impact the reported value of
goodwill and other intangible assets, as compared to our accounting policy
for the assessment of goodwill impairment in 2001, which was based on an
undiscounted cash flow model. Estimating future cash flows requires
significant judgment and our projections may vary from cash flows eventually
realized.

Revenue Recognition. We typically record revenues from fixed price
contracts on a percentage-of-completion basis, using the cost-to-cost method
based on the percentage of total costs incurred to date in proportion to
total estimated costs to complete the contract. Changes in job performance,
job conditions and final contract settlements, among others, are factors
that influence the assessment of the total estimated costs to complete these
contracts.

Self-Insurance. We are insured for workers' compensation, employer's
liability, auto liability and general liability claims, subject to a
deductible of $1,000,000 per occurrence. In addition, effective January 1,
2002, we consolidated the various non-union employee related health care
benefits plans that existed at certain of our subsidiaries into one
corporate plan which is subject to a deductible of $250,000 per claimant per
year. Losses up to the deductible amounts are accrued based upon our
estimates of the ultimate liability for claims incurred and an estimate of
claims incurred but not reported. However, 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.

OUTLOOK

are

the

The following statements are based on current expectations. These statements
forward looking, and actual results may differ materially.

Like many companies that provide installation and maintenance services to
electrical power, gas, telecommunications and cable television industries,



we are facing a number of challenges. Our operating environment has changed
dramatically. The telecommunications and utility markets have experienced
substantial change during 2002 as evidenced by an increased number of
bankruptcies in the telecommunications market, continued devaluation of several
of our utility clients' debt and equity securities and pricing pressures
resulting from challenges faced by major industry participants. These factors
have contributed to the delay and cancellation of projects and reduction of
capital spending that have impacted our operations and ability to grow at
historical levels.

We continue to focus on the elements of the business we can control,
including cost control, the margins we accept on projects, collecting
receivables, ensuring quality service and right sizing initiatives to match the
markets we serve. These initiatives include aligning our work force with our
current revenue base, evaluating opportunities to reduce the number of field
offices and evaluating our non-core assets for potential sale. Such initiatives
could result in future charges related to, among others, severance, facilities
shutdown and consolidation, property disposal and other exit costs as we execute
these initiatives.

We expect consistent demand for our services from our utility and gas
customers throughout 2002 with continued weakness in
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demand for our services from our telecommunications and cable customers and
relatively level demand for our services from our ancillary customers.
Competitive pressures on our customers caused by deregulation have led our
customers to return to their core competencies and focus on cost reductions,
resulting in an increased focus on outsourcing services. We believe that we are
adequately positioned to provide these services because of our proven
full-service operating units with broad geographic reach, financial capability
and technical expertise.

UNCERTAINTY OF FORWARD-LOOKING STATEMENTS AND INFORMATION

This Quarterly Report on Form 10-Q 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. You can identify these statements by
the fact that they do not relate strictly to historical or current facts. They
use words such as "anticipate," "estimate," "project," "forecast," "may,"
"will," "should," "could," "expect," "believe" and other words of similar
meaning. In particular, these include, but are not limited to, statements
relating to the following:

o Projected operating or financial results;

o Expectations regarding capital expenditures;

o The effects of competition in our markets;

o The duration and extent of the current economic downturn;

o Materially adverse changes in economic conditions in the markets served
by us or by our customers, and;

o Our ability to achieve cost savings.

¢} Any or all of Quanta's forward-looking statements may turn out to be
wrong. They can be affected by inaccurate assumptions and by known or
unknown risks and uncertainties, including the following:
(¢} Beliefs or assumptions about the outlook for markets we serve;
o Quanta's ability to effectively compete for market share;
o The duration and extent of the current economic downturn;

o Beliefs and assumptions about the collectibility of receivables;

o Material adverse changes in economic conditions in the markets
served by us or by our customers;

o Rapid technological and structural changes that could reduce the
demand for the services we provide;

(¢} Replacement of our contracts as they are completed or expire;
(¢} Retention of key personnel and;

o The cost of borrowing, availability of credit and other factors
affecting Quanta's financing activities.

Many of these factors will be important in determining Quanta's actual
future results. Consequently, no forward-looking statement can be guaranteed.



Quanta's actual future results may vary materially from those expressed or
implied in any forward-looking statements.

All of Quanta's forward-looking statements, whether written or oral, are
expressly qualified by these cautionary statements and any other cautionary
statements that may accompany such forward-looking statements. In addition,
Quanta disclaims any obligation to update any forward-looking statements to
reflect events or circumstances after the date of this report.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.

We are exposed to market risk primarily related to potential adverse changes
in interest rates and, to a certain extent, commodity prices, as discussed
below. Management does not generally use derivative financial instruments for
trading or to speculate on changes in interest rates or commodity prices. As of
September 30, 2002, however, we had two derivative contracts outstanding which
related to anticipated exposure in the price of natural gas. We are exposed to
credit risk in the event of non-performance by the derivative counterparty.
However, we monitor our derivative positions by regularly evaluating our
positions and the credit worthiness of the counterparties, which we consider
credit worthy at September 30, 2002. Management is actively involved in
monitoring exposure to market risk and continues to develop and utilize
appropriate risk management techniques. We are not exposed to any other
significant market risks, foreign currency exchange risk or interest rate risk
from the use of derivative financial instruments.

The sensitivity analyses below, which illustrate our hypothetical potential
market risk exposure, estimate the effects of hypothetical sudden and sustained
changes in the applicable market conditions on 2002 earnings. The sensitivity
analyses presented do not consider any additional actions we may take to
mitigate our exposure to such changes. The hypothetical changes and assumptions
may be different from what actually occurs in the future.

Interest Rates. As of September 30, 2002, we had no derivative financial
instruments to manage interest rate risk. As such, we are exposed to earnings
and fair value risk due to changes in interest rates with respect to our
long-term obligations. As of September 30, 2002, approximately 24.9% of our
long-term obligations were floating rate obligations. As of September 30, 2002,
the fair value of our variable rate debt of $130.9 million approximated book
value, and the fair value of our fixed-rate debt of $394.0 million was
approximately $306.1 million based upon discounted future cash flows using
incremental borrowing rates and current market prices. The detrimental effect on
our pretax earnings of a hypothetical 50 basis point increase in both variable
and fixed interest rates would be approximately $0.7 million and $2.0 million,
respectively.

Commodity Price Exposure. In October 2001, we entered into a forward
purchase contract (Contract A) with settlements through 2006, in order to secure
pricing on anticipated gas requirements related to a project in process at
December 31, 2001 that was substantially complete at March 31, 2002. Our
objective was to mitigate the variability in the price of natural gas by
securing the price we will have to pay the Contract A counterparty. On March 29,
2002, we entered into a sub-services agreement with one of our customers (the
Counterparty Contract) whereby the customer assumed all obligations associated
with Contract A. If the customer is unable to fulfill its obligations under the
Counterparty Contract, we will be responsible for settling the obligations of
Contract A. As of September 30, 2002, the fair value of Contract A and the
Counterparty Contract was a receivable of approximately $1.1 million and a
payable of approximately $1.1 million, respectively.

In April 2002, we entered into another forward purchase contract (Contract
B) with settlements through March 2003, in order to secure pricing on
anticipated gas requirements related to a project in process at September 30,
2002. Our objective was to mitigate the variability in the price of natural gas
by securing the price we will have to pay the Contract B counterparty. As of
September 30, 2002, the fair value of Contract B was approximately $284,000.

ITEM 4. CONTROLS AND PROCEDURES.

Within the 90 days prior to the date of this report, we carried out an
evaluation, under the supervision and with the participation of our management,
including our Chairman and Chief Executive Officer and Chief Financial Officer,
of the effectiveness of the design and operation of Quanta's disclosure controls
and procedures, as defined in Exchange Act Rule 15d-14(c). Based upon that
evaluation, our Chairman and Chief Executive Officer and Chief Financial Officer
concluded that our disclosure controls and procedures were effective. There have
been no significant changes in our internal controls or other factors that could
significantly affect internal controls subsequent to the date of our evaluation.
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PART II -- OTHER INFORMATION

QUANTA SERVICES, INC. AND SUBSIDIARIES



ITEM 1. Legal Proceedings

On December 21, 2001, a purported stockholder of Quanta filed a putative
class action and derivative complaint against directors Vincent D. Foster, Louis
C. Golm, James R. Ball, John R. Colson, John R. Wilson, Gary A. Tucci and former
director Jerry J. Langdon. The complaint also named Quanta as a nominal
defendant. The complaint alleged that the named directors breached their
fiduciary duties by taking certain actions, including the Stockholder Rights
Plan amendment, in response to the announcement by Aquila that it intended to
acquire control of Quanta through open market purchases of our shares. The
complaint sought an order rescinding any actions taken by the named directors in
response to the announcement by Aquila and requiring the directors to take steps
necessary to maximize the value of Quanta. The complaint further sought damages
from the named directors on behalf of a class of stockholders and purportedly on
behalf of Quanta for the alleged harm inflicted by the actions of the named
directors. On October 31, 2002, the case was dismissed at the request of the
plaintiffs.

In addition, certain of our subsidiaries are involved in disputes or legal
actions arising in the ordinary course of business. We do not believe the
outcome of such legal actions will have a material adverse effect on our
financial position or results of operations.

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K.
(a) Exhibits.

<Table>
<Caption>
EXHIBIT
NUMBER DESCRIPTION

<S> <C>
3.1 -- Amended and Restated Certificate of Incorporation
(previously filed as Exhibit 3.1 to Quanta's
Registration Statement on Form S-1 (No. 333-42957) and
incorporated herein by reference)

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

3.3 -- Certificate of Amendment to the Amended and Restated
Certificate of Incorporation (previously filed as
Exhibit 3.3 to Quanta's Registration Statement on Form
S-3 (No. 333-81419) filed June 23, 1999 and incorporated
herein by reference)

3.4 -- Certificate of Designation for the Series A Preferred
Stock (previously filed as Exhibit 3.4 to Quanta's
Registration Statement of Form S-3 (No. 333- 90961)
filed November 15, 1999 and incorporated herein by
reference)

3.5 -- Certificate of Designation for the Series B Preferred
Stock (previously filed as Exhibit 3.5 to Quanta's 1999
Form 10-K (No. 001-13831) filed March 30, 2000 and
incorporated herein by reference)

3.6 -- Certificate of Correction to Certificate of Designation
for the Series A Preferred Stock (previously filed as
Exhibit 3.6 to Quanta's 1999 Form 10-K (No. 001-13831)
filed March 30, 2000 and incorporated herein by
reference)

3.7 -- Certificate of Amendment of the Certificate of
Designation, Rights and Limitations of the Series A
Convertible Preferred Stock (previously filed as Exhibit
3.7 to Quanta's 2001 Form 10-K (No. 001-13831) filed
April 1, 2002 and incorporated herein by reference)
</Table>
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<Table>
<Caption>
EXHIBIT
NUMBER DESCRIPTION

<S> <C>
3.8 -- Certificate of Amendment to the Amended and Restated
Certificate of Incorporation (previously filed as
Exhibit 3.8 to Quanta's 2001 Form 10-K (No. 001-13831)
filed April 1, 2002 and incorporated herein by



reference)

3.9 -- Certificate of Designation of Series C Junior
Convertible Preferred Stock (previously filed as Exhibit
3.9 to the Company's 2001 Form 10-K (No. 001-13831)
filed April 1, 2002 and incorporated herein by
reference)

3.10 -- Certificate of Increase of Series B Junior Participating
Preferred Stock (previously filed as Exhibit 3.10 to the
Company's 2001 Form 10-K (No. 001-13831) filed April 1,
2002 and incorporated herein by reference)

3.11 -- Certificate of Elimination of the Designation of the
Series B Junior Participating Preferred Stock (filed
herewith)

3.12 -- Certificate of Elimination of the Designation of the

Series C Junior Convertible Preferred Stock
(filed herewith)

3.13 - Certificate of Designations of Series D Junior
Participating Preferred Stock (filed herewith)

99.1 -= Certification of Periodic Report by Chief Executive
Officer (filed herewith)

99.2 - Certification of Periodic Report by Chief Financial
Officer (filed herewith)
</Table>

(b) Reports on Form 8-K.

(1) Quanta filed a Form 8-K on August 14, 2002 in which it reported that
Quanta's Chief Executive Officer and Chief Financial Officer each submitted to
the Securities and Exchange Commission the statements under oath required by
Commission Order No. 4-460.

24
SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the
Registrant, Quanta Services, Inc., has duly caused this report to be signed on
its behalf by the undersigned, thereunto duly authorized.

QUANTA SERVICES, INC.

By: /s/ DERRICK A. JENSEN
Derrick A. Jensen
Vice President, Controller and
Chief Accounting Officer

Dated: November 14, 2002
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CERTIFICATIONS
I, John R. Colson, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Quanta Services, Inc.;

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

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

4. The registrant's other certifying officers and I are responsible for
establishing and maintaining disclosure controls and procedures (as defined in

Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have:

a) Designed such disclosure controls and procedures to ensure that



material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly
during the period in which this quarterly report is being prepared;

b) Evaluated the effectiveness of the registrant's disclosure controls
and procedures as of a date within 90 days prior to the filing date of this
quarterly report (the "Evaluation Date"); and

c) Presented in this quarterly report our conclusions about the
effectiveness of the disclosure controls and procedures based on our evaluation
as of the Evaluation Date;

5. The registrant's other certifying officers and I have disclosed, based on our
most recent evaluation, to the registrant's auditors and the audit committee of
the registrant's board of directors (or persons performing the equivalent
function) :

a) All significant deficiencies in the design or operation of internal
controls which could adversely affect the registrant's ability to record,
process, summarize and report financial data and have identified for the
registrant's auditors any material weaknesses in internal controls; and

b) Any fraud, whether or not material, that involves management or
other employees who have a significant role in the registrant's internal
controls; and

6. The registrant's other certifying officers and I have indicated in this
quarterly report whether or not there were significant changes in internal
controls or in other factors that could significantly affect internal controls
subsequent to the date of our most recent evaluation, including any corrective
actions with regard to significant deficiencies and material weaknesses.

Date: November 14, 2002 By: /s/ JOHN R. COLSON
John R. Colson,
Chairman and Chief Executive Officer
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I, James H. Haddox, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Quanta Services, Inc.;

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

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

4. The registrant's other certifying officers and I are responsible for
establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have:

a) Designed such disclosure controls and procedures to ensure that
material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly
during the period in which this quarterly report is being prepared;

b) Evaluated the effectiveness of the registrant's disclosure controls
and procedures as of a date within 90 days prior to the filing date of this
quarterly report (the "Evaluation Date"); and

c) Presented in this quarterly report our conclusions about the
effectiveness of the disclosure controls and procedures based on our evaluation
as of the Evaluation Date;

5. The registrant's other certifying officers and I have disclosed, based on our
most recent evaluation, to the registrant's auditors and the audit committee of
the registrant's board of directors (or persons performing the equivalent
function) :

a) All significant deficiencies in the design or operation of internal
controls which could adversely affect the registrant's ability to record,
process, summarize and report financial data and have identified for the
registrant's auditors any material weaknesses in internal controls; and

b) Any fraud, whether or not material, that involves management or other
employees who have a significant role in the registrant's internal controls; and

6. The registrant's other certifying officers and I have indicated in this
quarterly report whether or not there were significant changes in internal



controls or in other factors that could significantly affect internal controls
subsequent to the date of our most recent evaluation, including any corrective
actions with regard to significant deficiencies and material weaknesses.

Date: November 14, 2002 By: /s/ JAMES H. HADDOX
James H. Haddox,
Chief Financial Officer
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INDEX TO EXHIBITS

<Table>
<Caption>
EXHIBIT
NUMBER DESCRIPTION

<S> <C>
3.1 -- Amended and Restated Certificate of Incorporation
(previously filed as Exhibit 3.1 to Quanta's
Registration Statement on Form S-1 (No. 333-42957) and
incorporated herein by reference)

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

3.3 -- Certificate of Amendment to the Amended and Restated
Certificate of Incorporation (previously filed as
Exhibit 3.3 to Quanta's Registration Statement on Form
S-3 (No. 333-81419) filed June 23, 1999 and incorporated
herein by reference)

3.4 -- Certificate of Designation for the Series A Preferred
Stock (previously filed as Exhibit 3.4 to Quanta's
Registration Statement of Form S-3 (No. 333- 90961)
filed November 15, 1999 and incorporated herein by
reference)

3.5 -— Certificate of Designation for the Series B Preferred
Stock (previously filed as Exhibit 3.5 to Quanta's 1999
Form 10-K (No. 001-13831) filed March 30, 2000 and
incorporated herein by reference)

3.6 -- Certificate of Correction to Certificate of Designation
for the Series A Preferred Stock (previously filed as
Exhibit 3.6 to Quanta's 1999 Form 10-K (No. 001-13831)
filed March 30, 2000 and incorporated herein by
reference)

3.7 -- Certificate of Amendment of the Certificate of
Designation, Rights and Limitations of the Series A
Convertible Preferred Stock (previously filed as Exhibit
3.7 to Quanta's 2001 Form 10-K (No. 001-13831) filed
April 1, 2002 and incorporated herein by reference)

3.8 -- Certificate of Amendment to the Amended and Restated
Certificate of Incorporation (previously filed as
Exhibit 3.8 to Quanta's 2001 Form 10-K (No. 001-13831)
filed April 1, 2002 and incorporated herein by
reference)

3.9 -- Certificate of Designation of Series C Junior
Convertible Preferred Stock (previously filed as Exhibit
3.9 to the Company's 2001 Form 10-K (No. 001-13831)
filed April 1, 2002 and incorporated herein by
reference)

3.10 -- Certificate of Increase of Series B Junior Participating
Preferred Stock (previously filed as Exhibit 3.10 to the
Company's 2001 Form 10-K (No. 001-13831) filed April 1,
2002 and incorporated herein by reference)

3.11 -- Certificate of Elimination of the Designation of the
Series B Junior Participating Preferred Stock (filed
herewith)

3.12 -- Certificate of Elimination of the Designation of the
Series C Junior Convertible Preferred Stock (filed
herewith)

3.13 -— Certificate of Designations of Series D Junior

Participating Preferred Stock (filed herewith)

99.1 -- Certification of Periodic Report by Chief Executive



Officer (filed herewith)

99.2 -- Certification of Periodic Report by Chief Financial
Officer (filed herewith)
</Table>



EXHIBIT 3.11

CERTIFICATE OF ELIMINATION OF THE
DESIGNATION OF THE SERIES B JUNIOR
PARTICIPATING PREFERRED STOCK OF
QUANTA SERVICES, INC.

Pursuant to Section 151(g) of the
General Corporation Law of the
State Of Delaware

Quanta Services, Inc., a corporation organized and existing
under the laws of the State of Delaware (the "Corporation"), in accordance with
the provisions of Section 151(g) of the General Corporation Law of the State of
Delaware, hereby certifies as follows:

1. That, pursuant to Section 151 of the General Corporation
Law of the State of Delaware and authority granted in the Certificate of
Incorporation of the Corporation, the Board of Directors of the Corporation, by
resolution duly adopted, authorized the issuance of a series of one million
shares of Series B Junior Participating Preferred Stock, par value $0.00001 per
share (the "Series B Preferred Stock"), and established the voting powers,
designations, preferences and relative, participating and other rights, and the
qualifications, limitations or restrictions thereof, and, on March 22, 2000,
filed a Certificate of Designation with respect to such Series B Preferred Stock
in the office of the Secretary of State of Delaware.

2. That no shares of said Series B Preferred Stock are
outstanding and no shares thereof will be issued.

3. That the Board of Directors of the Corporation adopted the
following resolutions:

WHEREAS, by resolution of the Board of Directors of the
Corporation and by a Certificate of Designation filed in the
office of the Secretary of State of Delaware on March 22,
2000, this Corporation authorized the issuance of a series of
seven hundred thousand shares of Series B Junior Participating
Preferred Stock of the Corporation (the "Series B Preferred
Stock") and established the voting powers, designations,
preferences and relative, participating and other rights, and
the qualifications, limitations or restrictions thereof; and

WHEREAS, as of the date hereof no shares of such Series B
Preferred Stock are outstanding and no shares of such Series B
Preferred Stock will be issued; and

WHEREAS, it is desirable that all reference to such Series B
Preferred Stock be eliminated from the Restated Certificate of
Incorporation, as amended, of the Corporation;

IT IS HEREBY RESOLVED, as of the date hereof no shares of such
Series B Preferred Stock are outstanding and no shares of such
Series B Preferred Stock will be issued; and that the officers
of the Corporation are hereby authorized and directed to file
a Certificate with the office of the Secretary of State of
Delaware setting forth a copy of this resolution whereupon all
reference to such Series B Preferred Stock shall be eliminated
from the Restated Certificate of Incorporation, as amended, of
the Corporation.

4. That, accordingly, all reference to the Series B Preferred
Stock, par value $0.00001 per share, of the Corporation be, and it hereby is,
eliminated from the Restated Certificate of Incorporation, as amended, of the
Corporation.

IN WITNESS WHEREOF, Quanta Services, Inc. has caused this
Certificate to be signed by Dana A. Gordon, its Vice President - General
Counsel, as of this 24th day of October, 2002.

QUANTA SERVICES, INC.

By: /s/ Dana A. Gordon

Name: Dana A. Gordon

Office: Vice President - General Counsel



EXHIBIT 3.12

CERTIFICATE OF ELIMINATION OF THE
DESIGNATION OF THE
SERIES C JUNIOR CONVERTIBLE PREFERRED STOCK
OF QUANTA SERVICES, INC.

Pursuant to Section 151(g) of the
General Corporation Law of the
State of Delaware

Quanta Services, Inc., a corporation organized and existing
under the laws of the State of Delaware (the "Corporation"), in accordance with
the provisions of Section 151(g) of the General Corporation Law of the State of
Delaware, hereby certifies as follows:

1. That, pursuant to Section 151 of the General Corporation
Law of the State of Delaware and authority granted in the Certificate of
Incorporation of the Corporation, the Board of Directors of the Corporation, by
resolution duly adopted, authorized the issuance of a series of one million
shares of Series C Convertible Preferred Stock, par value $0.00001 per share
(the "Series C Preferred Stock"), and established the voting powers,
designations, preferences and relative, participating and other rights, and the
qualifications, limitations or restrictions thereof, and, on December 3, 2001,
filed a Certificate of Designation with respect to such Series C Preferred Stock
in the office of the Secretary of State of Delaware.

2. That no shares of said Series C Preferred Stock are
outstanding and no shares thereof will be issued.

3. That, the Board of Directors of the Corporation adopted the
following resolution:

WHEREAS, by resolution of the Board of Directors of
the Corporation and by a Certificate of Designation filed in
the office of the Secretary of State of Delaware on December
3, 2001, this Corporation authorized the issuance of a series
of one million shares of Series C Convertible Preferred Stock
of the Corporation (the "Series C Preferred Stock") and
established the voting powers, designations, preferences and

relative, participating and other rights, and the
qualifications, limitations or restrictions thereof; and

WHEREAS, as of the date hereof no shares of such
Series C Preferred Stock are outstanding and no shares of such
Series C Preferred Stock will be issued; and

WHEREAS, it is desirable that all reference to such
Series C Preferred Stock be eliminated from the Restated
Certificate of Incorporation, as amended, of the Corporation;

IT IS HEREBY RESOLVED, as of the date hereof no
shares of such Series C Preferred Stock are outstanding and no
shares of such Series C Preferred Stock will be issued; and
that the officers of the Corporation are hereby authorized and
directed to file a Certificate with the office of the
Secretary of State of Delaware setting forth a copy of this
resolution whereupon all reference to such Series C Preferred
Stock shall be eliminated from the Restated Certificate of
Incorporation, as amended, of the Corporation.

4. That, accordingly, all reference to the Series C Preferred
Stock, par value $0.00001 per share, of the Corporation be, and it hereby 1is,
eliminated from the Restated Certificate of Incorporation, as amended, of the
Corporation.

IN WITNESS WHEREOF, Quanta Services, Inc. has caused this
Certificate to be signed by Dana A. Gordon, its Vice President - General
Counsel, as of this 24th day of October, 2002.

QUANTA SERVICES, INC.

By: /s/ Dana A. Gordon

Name: Dana A. Gordon

Office: Vice President - General Counsel



EXHIBIT 3.13

CERTIFICATE OF DESIGNATIONS
of
SERIES D JUNIOR PARTICIPATING PREFERRED STOCK
of
QUANTA SERVICES, INC.

(Pursuant to Section 151 of the
Delaware General Corporation Law)

Quanta Services, Inc., a corporation organized and existing
under the General Corporation Law of the State of Delaware (hereinafter called
the "Corporation"), hereby certifies that the following resolution was adopted

by the Board of Directors of the Corporation as required by Section 151 of the
General Corporation Law at a meeting duly called and held on October 15, 2002:

RESOLVED, that pursuant to the authority granted to and vested
in the Board of Directors of this Corporation (hereinafter called the "Board of
Directors" or the "Board") in accordance with the provisions of the Amended and
Restated Certificate of Incorporation, as amended, the Board of Directors hereby
creates a series of Preferred Stock, par value $0.00001 per share, of the
Corporation (the "Preferred Stock"), and hereby states the number of shares, and
fixes the relative rights, preferences, and limitations thereof as follows:

Series D Junior Participating Preferred Stock:

Section 1. Designation and Amount. The shares of such series
shall be designated as "Series D Junior Participating Preferred Stock" (the
"Series D Preferred Stock") and the number of shares constituting the Series D
Preferred Stock shall be 1,000,000. Such number of shares may be increased or
decreased by resolution of the Board of Directors; provided, that no decrease
shall reduce the number of shares of Series D Preferred Stock to a number less
than the number of shares then outstanding plus the number of shares reserved
for issuance upon the exercise of outstanding options, rights or warrants or
upon the conversion of any outstanding securities issued by the Corporation
convertible into Series D Preferred Stock.

Section 2. Dividends and Distributions.

(A) Subject to the rights of the holders of any shares of any
series of Preferred Stock (or any similar stock) ranking prior and
superior to the Series D Preferred Stock with respect to dividends, the
holders of shares of Series D Preferred Stock, in preference

to the holders of Common Stock, par value $0.00001 per share (the
"Common Stock"), of the Corporation, and of any other junior stock,
shall be entitled to receive, when, as and if declared by the Board of
Directors out of funds legally available for the purpose, quarterly
dividends payable in cash on the first day of March, June, September
and December in each year (each such date being referred to herein as a
"Quarterly Dividend Payment Date"), commencing on the first Quarterly
Dividend Payment Date after the first issuance of a share or fraction
of a share of Series D Preferred Stock, in an amount per share (rounded
to the nearest cent) equal to the greater of (a) $10 or (b) subject to
the provision for adjustment hereinafter set forth, 1000 times the
aggregate per share amount of all cash dividends, and 1000 times the
aggregate per share amount (payable in kind) of all non-cash dividends
or other distributions, other than a dividend payable in shares of
Common Stock or a subdivision of the outstanding shares of Common Stock
(by reclassification or otherwise), declared on the Common Stock since
the immediately preceding Quarterly Dividend Payment Date or, with
respect to the first Quarterly Dividend Payment Date, since the first
issuance of any share or fraction of a share of Series D Preferred
Stock. In the event the Corporation shall at any time declare or pay
any dividend on the Common Stock payable in shares of Common Stock, or
effect a subdivision or combination or consolidation of the outstanding
shares of Common Stock (by reclassification or otherwise than by
payment of a dividend in shares of Common Stock) into a greater or
lesser number of shares of Common Stock, then in each such case the
amount to which holders of shares of Series D Preferred Stock were
entitled immediately prior to such event under clause (b) of the



preceding sentence shall be adjusted by multiplying such amount by a
fraction, the numerator of which is the number of shares of Common
Stock outstanding immediately after such event and the denominator of
which is the number of shares of Common Stock that were outstanding
immediately prior to such event.

(B) The Corporation shall declare a dividend or distribution
on the Series D Preferred Stock as provided in paragraph (A) of this
Section immediately after it declares a dividend or distribution on the
Common Stock (other than a dividend payable in shares of Common Stock);
provided that, in the event no dividend or distribution shall have been
declared on the Common Stock during the period between any Quarterly
Dividend Payment Date and the next subsequent Quarterly Dividend
Payment Date, a dividend of $10 per share on the Series D Preferred
Stock shall nevertheless be payable on such subsequent Quarterly
Dividend Payment Date.

(C) Dividends shall begin to accrue and be cumulative on
outstanding shares of Series D Preferred Stock from the Quarterly
Dividend Payment Date next preceding the date of issue of such shares,
unless the date of issue of such shares is prior to the record date for
the first Quarterly Dividend Payment Date, in which case dividends on
such shares shall begin to accrue from the date of issue of such
shares, or unless the date of issue is a Quarterly Dividend Payment
Date or is a date after the record date for the determination of
holders of shares of Series D Preferred Stock entitled to receive a
quarterly dividend and before such Quarterly Dividend Payment Date, in
either of which events such dividends shall begin to accrue and be
cumulative from such Quarterly Dividend Payment Date. Accrued but
unpaid dividends shall not bear interest. Dividends paid on the shares
of Series D Preferred Stock in an amount less than the total

amount of such dividends at the time accrued and payable on such shares
shall be allocated pro rata on a share-by-share basis among all such
shares at the time outstanding. The Board of Directors may fix a record
date for the determination of holders of shares of Series D Preferred
Stock entitled to receive payment of a dividend or distribution
declared thereon, which record date shall be not more than 60 days
prior to the date fixed for the payment thereof.

Section 3. Voting Rights. The holders of shares of Series D
Preferred Stock shall have the following voting rights:

(A) Subject to the provision for adjustment hereinafter set
forth, each share of Series D Preferred Stock shall entitle the holder
thereof to 1000 votes on all matters submitted to a vote of the
stockholders of the Corporation. In the event the Corporation shall at
any time declare or pay any dividend on the Common Stock payable in
shares of Common Stock, or effect a subdivision or combination or
consolidation of the outstanding shares of Common Stock (by
reclassification or otherwise than by payment of a dividend in shares
of Common Stock) into a greater or lesser number of shares of Common
Stock, then in each such case the number of votes per share to which
holders of shares of Series D Preferred Stock were entitled immediately
prior to such event shall be adjusted by multiplying such number by a
fraction, the numerator of which is the number of shares of Common
Stock outstanding immediately after such event and the denominator of
which is the number of shares of Common Stock that were outstanding
immediately prior to such event.

(B) Except as otherwise provided herein, in any other
Certificate of Designations creating a series of Preferred Stock or any
similar stock, or by law, the holders of shares of Series D Preferred
Stock and the holders of shares of Common Stock and any other capital
stock of the Corporation having general voting rights shall vote
together as one class on all matters submitted to a vote of
stockholders of the Corporation.

(C) Except as set forth herein, or as otherwise provided by
law, holders of Series D Preferred Stock shall have no special voting
rights and their consent shall not be required (except to the extent
they are entitled to vote with holders of Common Stock as set forth
herein) for taking any corporate action.

Section 4. Certain Restrictions.

(A) Whenever quarterly dividends or other dividends or
distributions payable on the Series D Preferred Stock as provided in
Section 2 are in arrears, thereafter and until all accrued and unpaid
dividends and distributions, whether or not declared, on shares of
Series D Preferred Stock outstanding shall have been paid in full, the



Corporation shall not:

(i) declare or pay dividends, or make any other
distributions, on any shares of stock ranking junior (either
as to dividends or upon liquidation, dissolution or winding
up) to the Series D Preferred Stock;
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(ii) declare or pay dividends, or make any other
distributions, on any shares of stock ranking on a parity
(either as to dividends or upon liquidation, dissolution or
winding up) with the Series D Preferred Stock, except
dividends paid ratably on the Series D Preferred Stock and all
such parity stock on which dividends are payable or in arrears
in proportion to the total amounts to which the holders of all
such shares are then entitled;

(iii) redeem or purchase or otherwise acquire for
consideration shares of any stock ranking junior (either as to
dividends or upon liquidation, dissolution or winding up) to
the Series D Preferred Stock, provided that the Corporation
may at any time redeem, purchase or otherwise acquire shares
of any such junior stock in exchange for shares of any stock
of the Corporation ranking junior (either as to dividends or
upon dissolution, liquidation or winding up) to the Series D
Preferred Stock; or

(iv) redeem or purchase or otherwise acquire for
consideration any shares of Series D Preferred Stock, or any
shares of stock ranking on a parity with the Series D
Preferred Stock, except in accordance with a purchase offer
made in writing or by publication (as determined by the Board
of Directors) to all holders of such shares upon such terms as
the Board of Directors, after consideration of the respective
annual dividend rates and other relative rights and
preferences of the respective series and classes, shall
determine in good faith will result in fair and equitable
treatment among the respective series or classes.

(B) The Corporation shall not permit any subsidiary of the
Corporation to purchase or otherwise acquire for consideration any
shares of stock of the Corporation unless the Corporation could, under
paragraph (A) of this Section 4, purchase or otherwise acquire such
shares at such time and in such manner.

Section 5. Reacquired Shares. Any shares of Series D Preferred
Stock purchased or otherwise acquired by the Corporation in any manner
whatsoever shall be retired and cancelled promptly after the acquisition
thereof. All such shares shall upon their cancellation become authorized but
unissued shares of Preferred Stock and may be reissued as part of a new series
of Preferred Stock subject to the conditions and restrictions on issuance set
forth herein, in the Certificate of Incorporation, or in any other Certificate
of Designations creating a series of Preferred Stock or any similar stock or as
otherwise required by law.

Section 6. Liquidation, Dissolution or Winding Up. Upon any
liquidation, dissolution or winding up of the Corporation, no distribution shall
be made (1) to the holders of shares of stock ranking junior (either as to
dividends or upon liquidation, dissolution or winding up) to the Series D
Preferred Stock unless, prior thereto, the holders of shares of Series D
Preferred Stock shall have received $1000 per share, plus an amount equal to
accrued and unpaid dividends and distributions thereon, whether or not declared,
to the date of such payment, provided that the holders of shares of Series D
Preferred Stock shall be entitled to receive an aggregate amount per share,
subject to the provision for adjustment hereinafter set forth, equal to 1000
times the aggregate amount to be distributed per share to holders of shares of
Common Stock, or (2) to the holders of shares of stock ranking on a parity
(either as to dividends or upon
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liqguidation, dissolution or winding up) with the Series D Preferred Stock,
except distributions made ratably on the Series D Preferred Stock and all such
parity stock in proportion to the total amounts to which the holders of all such
shares are entitled upon such liquidation, dissolution or winding up. In the
event the Corporation shall at any time declare or pay any dividend on the
Common Stock payable in shares of Common Stock, or effect a subdivision or
combination or consolidation of the outstanding shares of Common Stock (by
reclassification or otherwise than by payment of a dividend in shares of Common
Stock) into a greater or lesser number of shares of Common Stock, then in each
such case the aggregate amount to which holders of shares of Series D Preferred
Stock were entitled immediately prior to such event under the proviso in clause



(1) of the preceding sentence shall be adjusted by multiplying such amount by a
fraction the numerator of which is the number of shares of Common Stock
outstanding immediately after such event and the denominator of which is the
number of shares of Common Stock that were outstanding immediately prior to such
event.

Section 7. Consolidation, Merger, etc. In case the Corporation
shall enter into any consolidation, merger, combination or other transaction in
which the shares of Common Stock are exchanged for or changed into other stock
or securities, cash and/or any other property, then in any such case each share
of Series D Preferred Stock shall at the same time be similarly exchanged or
changed into an amount per share, subject to the provision for adjustment
hereinafter set forth, equal to 1000 times the aggregate amount of stock,
securities, cash and/or any other property (payable in kind), as the case may
be, into which or for which each share of Common Stock is changed or exchanged.
In the event the Corporation shall at any time declare or pay any dividend on
the Common Stock payable in shares of Common Stock, or effect a subdivision or
combination or consolidation of the outstanding shares of Common Stock (by
reclassification or otherwise than by payment of a dividend in shares of Common
Stock) into a greater or lesser number of shares of Common Stock, then in each
such case the amount set forth in the preceding sentence with respect to the
exchange or change of shares of Series D Preferred Stock shall be adjusted by
multiplying such amount by a fraction, the numerator of which is the number of
shares of Common Stock outstanding immediately after such event and the
denominator of which is the number of shares of Common Stock that were
outstanding immediately prior to such event.

Section 8. No Redemption. The shares of Series D Preferred
Stock shall not be redeemable.

Section 9. Rank. The Series D Preferred Stock shall rank, with
respect to the payment of dividends and the distribution of assets, junior to
all series of any other class of the Corporation's Preferred Stock.

Section 10. Amendment. The Certificate of Incorporation of the
Corporation shall not be amended in any manner which would materially alter or
change the powers, preferences or special rights of the Series D Preferred Stock
so as to affect them adversely without the affirmative vote of the holders of at
least two-thirds of the outstanding shares of Series D Preferred Stock, voting
together as a single class.
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IN WITNESS WHEREOF, this Certificate of Designations is
executed on behalf of the Corporation by its Chairman of the Board and attested
by its Secretary this 24th day of October, 2002.

QUANTA SERVICES, INC.

By: /s/ Dana A. Gordon

Name: Dana A. Gordon

Title: Vice President - General Counsel



Exhibit 99.1

CERTIFICATION
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED BY SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, John R. Colson, as Chief Executive Officer of Quanta Services, Inc.
(the "Company") certify, pursuant to 18 U.S.C. Section 1350, as adopted by
Section 906 of the Sarbanes-Oxley Act of 2002, that to my knowledge:

(1) the accompanying Form 10-Q report for the period ending
September 30, 2002 as filed with the U.S. Securities and Exchange Commission
(the "Report") fully complies with the requirements of Section 13(a) or 15(d)
of the Securities Exchange Act of 1934, as amended; and

(2) the information contained in the Report fairly presents, in all
material respects, the financial condition and results of operations of the
Company.

Dated: November 14, 2002

/s/ JOHN R. COLSON
John R. Colson,

Chief Executive Officer
of the Company



Exhibit 99.2

CERTIFICATION
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED BY SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, James H. Haddox, as Chief Financial Officer of Quanta Services, Inc.
(the "Company") certify, pursuant to 18 U.S.C. Section 1350, as adopted by
Section 906 of the Sarbanes-Oxley Act of 2002, that to my knowledge:

(1) the accompanying Form 10-Q report for the period ending
September 30, 2002 as filed with the U.S. Securities and Exchange Commission
(the "Report") fully complies with the requirements of Section 13(a) or 15(d)
of the Securities Exchange Act of 1934, as amended; and

(2) the information contained in the Report fairly presents, in all
material respects, the financial condition and results of operations of the
Company.

Dated: November 14, 2002

/s/ JAMES H. HADDOX
James H. Haddox,

Chief Financial Officer
of the Company



