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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q

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

For the quarterly period ended June 30, 2014

Commission File Number 001-08106

MasTec, Inc.

(Exact Name of Registrant as Specified in Its Charter)

Florida 65-0829355

(State or Other jurisdiction of (I.R.S. Employer
Incorporation or Organization) Identification No.)

800 S. Douglas Road, 12th Floor,

Coral Gables, FL 33134
(Address of Principal Executive Offices) (Zip Code)
(305) 599-1800

(Registrant’s Telephone Number, Including Area Code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yesp No”~
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§
232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to
submit and post such files). Yesp No”~

Indicate by check mark if the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a

smaller reporting company. See the definitions of “large accelerated filer”, “accelerated filer”, and “smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer b Non-accelerated filer
Accelerated filer " (Do not check if a smaller reporting company) Smaller reporting company

Indicate by check mark whether the registrant is shell company (as defined in Rule 12b-2 of the Act.) Yes™ No
b

As of August 6, 2014, MasTec, Inc. had 81,808,494 shares of common stock, $0.10 par value, outstanding.
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PART 1. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

MASTEC, INC.
CONDENSED UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share amounts)

For the Three Months For the Six Months Ended

Ended June 30, June 30,

2014 2013 2014 2013
Revenue $1,104,556 $977,624 $2,008,585 $1,896,272
Costs of revenue, excluding depreciation and amortization 950,889 822,655 1,791,943 1,614,154
Depreciation and amortization 36,755 33,602 70,249 65,355
General and administrative expenses 54,237 51,900 107,564 100,785
Interest expense, net 12,949 11,838 24,952 21,883
Loss on extinguishment of debt — — — 5,624
Other (income) expense, net (2,051 ) 322 (4,007 ) (504 )
Income from continuing operations before income taxes $51,777 $57,307 $77,884 $88,975
Provision for income taxes (19,714 ) (21,776 ) (29,630 ) (34,124 )
Net income from continuing operations $32,063 $35,531 $48,254 $54.,851
Discontinued operations:
Net loss from discontinued operations (See Note 4) $(149 ) $(484 ) $(272 ) $(1,431 )
Net income $31,914 $35,047 $47,982 $53,420
Net (loss) income attributable to non-controlling interests (136 ) 106 91 ) 109
Net income attributable to MasTec, Inc. $32,050 $34,941 $48,073 $53,311
Earnings per share: (See Note 2)
Basic earnings (loss) per share:
Continuing operations $0.41 $0.46 $0.62 $0.71
Discontinued operations (0.00 ) (0.01 ) (0.00 ) (0.02 )
Total basic earnings per share @ $0.41 $0.46 $0.62 $0.70
Basic weighted average common shares outstanding 78,269 76,741 77,810 76,675
Diluted earnings (loss) per share:
Continuing operations $0.37 $0.42 $0.56 $0.65
Discontinued operations (0.00 ) (0.01 ) (0.00 ) (0.02 )
Total diluted earnings per share @ $0.37 $0.41 $0.56 $0.63
Diluted weighted average common shares outstanding 86,730 84,558 86,675 84,337

Earnings per share calculations may contain slight summation differences due to
rounding.

(a)

The accompanying notes are an integral part of these condensed unaudited consolidated financial statements.
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MASTEC, INC.
CONDENSED UNAUDITED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in thousands)

For the Three Months For the Six Months

Ended June 30, Ended June 30,

2014 2013 2014 2013
Net income $31,914 $35,047 $47,982 $53,420
Other comprehensive income (loss):
Foreign currency translation adjustments, net of tax (See Note 13) 7,678 (5,952 ) 2,343 (6,775 )
Changes in value of available-for-sale securities, net of tax (See
Note 13) (687 ) — (466 )
Other comprehensive income (loss) $7,678 $(6,639 ) $2,343 $(7,241 )
Comprehensive income $39,592 $28,408 $50,325 $46,179
Comprehensive (loss) income attributable to non-controlling (136 ) 106 ©1 ) 109
interests
Comprehensive income attributable to MasTec, Inc. $39,728 $28.,302 $50,416 $46,070

The accompanying notes are an integral part of these condensed unaudited consolidated financial statements.
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MASTEC, INC.
CONDENSED UNAUDITED CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share amounts)

June 30,

2014
Assets
Current assets
Cash and cash equivalents $15,924
Accounts receivable, net of allowance 1,288,672
Inventories, net 115,627
Prepaid expenses and other current assets, including discontinued operations (See

69,429
Note 4)
Total current assets $1,489,652
Property and equipment, net 618,672
Goodwill 983,133
Other intangible assets, net 230,592
Other long-term assets, including discontinued operations (See Note 4) 73,821
Total assets $3,395,870
Liabilities and Equity
Current liabilities
Current maturities of long-term debt $76,914
Accounts payable 494,090
Accrued salaries and wages 63,845
Other accrued expenses 69,401
Acquisition-related contingent consideration, current 36,479
Billings in excess of costs and earnings 109,805
Other current liabilities, including discontinued operations (See Note 4) 17,940
Total current liabilities $868,474
Acquisition-related contingent consideration, net of current portion 116,929
Long-term debt 1,088,666
Long-term deferred tax liabilities, net 186,538
Other liabilities 43,949
Total liabilities $2,304,556
Commitments and contingencies (See Note 16)
Equity
Preferred stock, $1.00 par value: authorized shares - 5,000,000; issued and $
outstanding shares — none o
Common stock, $0.10 par value: authorized shares - 145,000,000; issued shares - 8,704
87,036,192 and 86,725,372 as of June 30, 2014 and December 31, 2013, respectively
Capital surplus 776,301
Contributed shares 6,002
Retained earnings 389,937
Accumulated other comprehensive loss (10,943
Treasury stock, at cost: 5,262,831 and 9,467,286 shares as of June 30, 2014 and (83.385
December 31, 2013, respectively ’
Total MasTec, Inc. shareholders’ equity $1,086,616
Non-controlling interests $4,698

December 31,

2013

$22,927
1,134,693
70,185

79,221

$1,307,026
488,132
902,044
165,606
60,390
$2,923,198

$51,376
424917
66,455
71,448
67,226
121,641
26,162
$829,225
112,370
765,425
154,763
40,357
$1,902,140

$—

8,672

822,836
6,002

341,864
(13,286

(150,000

$1,016,088
$4,970

)
)
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Total equity $1,091,314 $1,021,058
Total liabilities and equity $3,395,870 $2,923,198

The accompanying notes are an integral part of these condensed unaudited consolidated financial statements.
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MASTEC, INC.
CONDENSED UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

For the Six Months Ended June

30,

2014 2013
Cash flows from operating activities:
Net income $47,982 $53,420
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 70,249 65,355
Non-cash interest expense, including write-off of deferred financing costs on 4.642 6.036
redeemed debt
Non-cash stock-based compensation expense 7,480 6,617
Excess tax benefit from stock-based compensation (3,386 ) (1,462 )
Provision for deferred income taxes 11,160 7,109
Provision for losses on construction projects, net (978 ) 1,387
Provision for losses on operating assets 438 2,851
(Gains‘) losses on sales of assets, including impairment charges on discontinued (2,593 ) (1752 )
operations
Changes in assets and liabilities, net of acquisitions:
Accounts receivable (21,270 ) (178,566 )
Inventories (37,140 ) 17,124
Other assets, current and non-current portion 4,655 16,593
Accounts payable and accrued expenses (8,916 ) 14,869
Billings in excess of costs and earnings (12,258 ) 8,046
Book overdrafts (1,355 ) 7,989
Other liabilities, current and non-current portion (3,391 ) (2,759 )
Net cash provided by operating activities $55,319 $22,857
Cash flows (used in) provided by investing activities:
Cash paid for acquisitions, net of cash acquired (162,901 ) (120,544 )
Capital expenditures (67,566 ) (57,527 )
Proceeds from sale of property and equipment 8,752 5,123
Proceeds from other investments, net 573 4,931
Net cash used in investing activities $(221,142 ) $(168,017 )
Cash flows provided by (used in) financing activities:
Proceeds from credit facility 815,840 499,666
Repayments of credit facility (463,713 ) (558,596 )
Proceeds from issuance of senior notes — 400,000
Repayment of senior notes, including convertible notes (105,325 ) (150,000 )
Repayments of other borrowings (7,220 ) (18,570 )
Payments of capital lease obligations (23,023 ) (21,139 )
Payments of tax withholdings and proceeds from stock-based awards, net (578 ) 3,982
Excess tax benefit from stock-based compensation 3,386 1,462
Payments of acquisition-related contingent consideration (58,902 ) (12,848 )
Payments of financing costs, including call premiums on extinguishment of debt (1,298 ) (11,685 )
Net cash provided by financing activities $159,167 $132,272
Net decrease in cash and cash equivalents (6,656 ) (12,888 )
Net effect of currency translation on cash (347 ) (274 )
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Cash and cash equivalents - beginning of period
Cash and cash equivalents - end of period

Cash and cash equivalents of discontinued operations
Cash and cash equivalents of continuing operations

Supplemental cash flow information:

Interest paid

Income taxes paid, net of refunds

Supplemental disclosure of non-cash information:
Equipment acquired under capital lease

Equipment acquired under financing arrangements
Value of acquisition-related contingent consideration
Value of premium shares issued for convertible notes

22,927
$15,924
$—
$15,924

$20,247
$29,901

$44,574
$5,780
$33,612
$114,785

26,767
$13,605
$310
$13,295

$17,801
$41,625

$56,622
$23,406
$26,721
$—

The accompanying notes are an integral part of these condensed unaudited consolidated financial statements.
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MASTEC, INC.
NOTES TO THE CONDENSED UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

Note 1 — Business, Basis of Presentation and Significant Accounting Policies

Nature of the Business

MasTec, Inc. (collectively with its subsidiaries, “MasTec” or the “Company”) is a leading infrastructure construction
company operating mainly throughout North America across a range of industries. The Company’s primary activities
include the engineering, building, installation, maintenance and upgrade of energy, utility and communications
infrastructure, such as: petroleum and natural gas pipeline infrastructure; wireless, wireline/fiber and satellite
communications; electrical utility transmission and distribution; power generation; and industrial infrastructure.
MasTec’s customers are in these industries. MasTec reports its results in five reportable segments: (1)
Communications; (2) Oil and Gas; (3) Electrical Transmission; (4) Power Generation and Industrial; and (5) Other.
See Note 15 - Segments and Related Information.

Basis of Presentation

The accompanying condensed unaudited consolidated financial statements have been prepared in accordance with
accounting principles generally accepted in the United States (“U.S. GAAP”) for interim financial information and with
the instructions for Form 10-Q and Rule 10-01 of Regulation S-X. Pursuant to these rules and regulations, certain
information and footnote disclosures normally included in the annual consolidated financial statements prepared in
accordance with U.S. GAAP have been condensed or omitted. The accompanying condensed consolidated balance
sheet as of December 31, 2013 is derived from the Company’s audited financial statements as of that date. Because
certain information and footnote disclosures have been condensed or omitted, these condensed unaudited consolidated
financial statements should be read in conjunction with the audited consolidated financial statements and notes thereto
as of and for the year ended December 31, 2013 contained in the Company’s most recent Annual Report on Form
10-K. In management’s opinion, all normal and recurring adjustments considered necessary for a fair presentation of
the financial position, results of operations and cash flows for the periods presented have been included. Certain prior
year amounts have been reclassified to conform to the current period presentation. Interim period operating results do
not necessarily indicate the results that may be expected for any other interim period or for the full fiscal year. The
Company believes that the disclosures made in these condensed unaudited consolidated financial statements are
adequate to make the information not misleading.

Principles of Consolidation

The accompanying condensed unaudited consolidated financial statements include MasTec, Inc. and its subsidiaries
and include the accounts of all majority owned subsidiaries over which the Company exercises control and, when
applicable, entities in which the Company has a controlling financial interest. Other parties’ interests in companies for
which MasTec exercises control and has a controlling financial interest are reported as non-controlling interests within
equity. Net income or loss attributable to non-controlling interests is reported as a separate line item below net
income. The Company’s investments in entities in which the Company does not have a controlling interest, but has the
ability to exert significant influence, are accounted for using the equity method of accounting. Equity method
investments are recorded as long-term assets in the condensed unaudited consolidated balance sheets. Income or loss
from these investments is recorded in other income or expense, net, in the condensed unaudited consolidated
statements of operations. The Company's investments in entities in which the Company does not have the ability to
exert significant influence are accounted for using the cost method of accounting. All significant intercompany
balances and transactions have been eliminated in consolidation. The assets and liabilities of foreign subsidiaries are
translated into U.S. dollars at period-end exchange rates, with resulting translation gains or losses accumulated within
other comprehensive income or loss. Revenue and expenses are translated into U.S. dollars at average rates of
exchange prevailing during the applicable period. Gains or losses resulting from transactions executed in a foreign
currency are included in other income or expense, net. The Company does not currently have any subsidiaries that
operate in highly inflationary environments. The results of operations and financial position of any discontinued
operations are aggregated and presented separately from the Company's continuing operations in the condensed
unaudited consolidated financial statements for all periods presented.

10
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Investments in Affiliates and Other Entities

In the ordinary course of business, the Company enters into various investment arrangements, which may include
equity interests in business entities including contractual joint ventures or other forms of equity participation.
Additionally, the Company's ordinary course investments may include financing arrangements, such as the extension
of loans. Under certain of these arrangements, the Company provides infrastructure construction services to or through
these equity investees and/or joint ventures. The Company's management determines whether such investments
involve a variable interest entity (“VIE”) based on the characteristics of the particular entity. If management determines
that the particular entity is a VIE, then management determines if the Company is the primary beneficiary of the entity
and whether or not consolidation of the VIE within the Company's financial statements is required. The primary
beneficiary consolidating the VIE must normally have both (i) the power to direct the activities of a VIE that most
significantly affect the VIE’s economic performance and (ii) the obligation to absorb losses of the VIE or the right to
receive benefits from the VIE, which, in either case, could be significant to the VIE. If management determines that
the Company is the primary beneficiary of a VIE, then the VIE would be consolidated, and the other party’s equity
interest in the VIE would be accounted for as a non-controlling interest. As of June 30, 2014, the Company was not
the primary beneficiary of any VIE. In cases where management determines that the Company has an undivided
interest in the assets, liabilities, revenues and profits of an unincorporated VIE, such amounts are consolidated on a
basis proportional to MasTec’s ownership interest in the unincorporated entity.

Management Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and accompanying notes. Key estimates
include: the recognition of revenue and gross profit or

7

11
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loss, in particular, on long-term construction contracts, which rely upon estimates of costs to complete projects,
ultimate project gross profit and the amount of contract price adjustments that are probable; allowances for doubtful
accounts; accrued self-insured claims; estimated fair values of goodwill and intangible assets, acquisition-related
contingent consideration, convertible debt obligations and investments in cost and equity method investees; asset lives
used in computing depreciation and amortization, including amortization of intangible assets; share-based
compensation; accounting for income taxes; and the estimated impact of contingencies and ongoing litigation. While
management believes that such estimates are fair when considered in conjunction with the consolidated financial
position and results of operations taken as a whole, actual results could differ from those estimates and such
differences may be material to the condensed unaudited consolidated financial statements.

Significant Accounting Policies

Revenue Recognition

Revenues are derived from projects performed under master and other service agreements as well as from fixed price
contracts for specific projects or jobs requiring the construction and installation of an entire infrastructure system or
specified units within an entire infrastructure system. Revenue and related costs for master and other service
agreements billed on a time and materials basis are recognized as the services are rendered. The Company also
performs services under master and other service agreements on a fixed fee basis, under which MasTec furnishes
specified units of service for a fixed price per unit of service and revenue is recognized as the services are rendered.
Revenues from fixed price contracts provide for a fixed amount of revenue for the entire project, subject to certain
additions for changed scope or specifications. Revenues from these contracts are recognized using the
percentage-of-completion method. Under this method, the percentage of revenue to be recognized for a given project
is measured by the percentage of costs incurred to date on the contract to the total estimated costs for the contract.
Such contracts provide that the customer accept completion of progress to date and compensate the Company for
services rendered, which may be measured in terms of costs incurred, units installed, hours expended or some other
measure of progress.

The Company may incur costs subject to change orders, whether approved or unapproved by the customer, and/or
claims related to certain contracts. Management determines the probability that such costs will be recovered based
upon evidence such as engineering studies and legal opinions, past practices with the customer, specific discussions,
correspondence or preliminary negotiations with the customer. The Company treats project costs as a cost of contract
performance in the period incurred if it is not probable that the costs will be recovered, or defers costs and/or
recognizes revenue up to the amount of the related cost if it is probable that the contract price will be adjusted and can
be reliably estimated. As of June 30, 2014 and December 31, 2013, the Company had approximately $68 million and
$79 million, respectively, of change orders and/or claims that had been included as contract price adjustments on
certain contracts that were in the process of being negotiated in the normal course of business, including arbitration
and other proceedings. These contract price adjustments represent management's best estimate of additional contract
revenues that have been earned and that management believes are probable of collection. The amounts ultimately
realized upon final acceptance by its customers could be higher or lower than such estimated amounts, which are
primarily expected to be billed and collected within one year.

Except for adoption of the accounting pronouncement discussed below, there have been no material changes to the
significant accounting policies described in the Company’s Annual Report on Form 10-K for the year ended
December 31, 2013.

New Accounting Pronouncements

Accounting Standards Not Yet Adopted

In May 2014, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”)
2014-09, Revenue from Contracts with Customers (Topic 606). The core principle of this ASU is that a company will
recognize revenue when it transfers goods or services to customers in an amount that reflects the consideration to
which the company expects to be entitled in exchange for those goods or services. In doing so, companies will need to
use more judgment and make more estimates than under current guidance and will be required to disclose information
about the nature, amount, timing and uncertainty of revenue and cash flows arising from customer contracts, including
disclosure of assumptions and estimates where significant judgment has been applied. ASU 2014-09 is effective using

12
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either the retrospective or cumulative effect transition method for fiscal years, and interim periods within those years,
beginning after December 15, 2016. Early application is not permitted. The Company is currently evaluating the
potential impact of this ASU on its consolidated financial statements.

In April 2014, the FASB issued ASU 2014-08, Presentation of Financial Statements (Topic 205) and Property, Plant,
and Equipment (Topic 360): Reporting Discontinued Operations and Disclosures of Disposals of Components of an
Entity (“ASU 2014-08”). ASU 2014-08 changes the requirements for reporting discontinued operations and requires
additional disclosures about discontinued operations. Only disposals of components of an entity representing a
strategic shift that has, or will have, a major effect on an entity’s operations and financial results should be reported as
discontinued operations under ASU 2014-08. Examples include a disposal of a major geographical area, a major line
of business, or a major equity method investment. ASU 2014-08 also requires expanded disclosures about
discontinued operations and requires disclosures about individually significant dispositions that do not qualify as
discontinued operations. ASU 2014-08 is effective prospectively for fiscal years, and interim periods within those
years, beginning after December 15, 2014. Early adoption is permitted only for disposals that have not been
previously reported. The Company is currently evaluating the potential impact of this ASU on its consolidated
financial statements.

Recently Adopted Accounting Pronouncements

In July 2013, the FASB issued ASU 2013-11, Income Taxes (Topic 740): Presentation of an Unrecognized Tax
Benefit When a Net Operating Loss Carryforward, a Similar Tax Loss, or a Tax Credit Carryforward Exists (a
consensus of the FASB Emerging Issues Task Force) (“ASU 2013-11"). ASU 2013-11 provides guidance on the
presentation in the financial statements of an unrecognized tax benefit, or a portion of an unrecognized tax benefit, and
explains that unrecognized tax benefits should be presented as a reduction to deferred tax assets for net operating loss
carryforwards, similar tax losses or tax credit carryforwards. To the extent a net operating loss carryforward, similar
tax loss or tax credit carryforward is not

8
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available as of the reporting date under the tax law of the applicable jurisdiction, or the tax law of the applicable
jurisdiction does not require the entity to use, and the entity does not intend to use, the deferred tax asset for such
purpose, the unrecognized tax benefit should be presented in the financial statements as a liability and should not be
combined with deferred tax assets. ASU 2013-11 applies to all entities that have unrecognized tax benefits when a net
operating loss carryforward, similar tax loss, or tax credit carryforward exists as of the reporting date. ASU 2013-11 is
effective prospectively for fiscal years, and interim periods within those years, beginning after December 15, 2013.
Retrospective application is permitted. The Company adopted ASU 2013-11 as of January 1, 2014. The adoption of
this ASU did not have a material impact on the condensed unaudited consolidated financial statements.
Note 2 — Earnings Per Share
Basic earnings per share is computed by dividing earnings available to MasTec’s common shareholders by the
weighted average number of common shares outstanding for the period. Diluted earnings per share is computed by
dividing earnings by the number of fully diluted shares, which includes the effect of dilutive potential issuances of
common shares as determined using earnings from continuing operations. The potential issuance of common shares
upon the exercise, conversion or vesting of outstanding stock options and unvested restricted share awards, as
calculated under the treasury stock method, as well as shares associated with the Company’s outstanding convertible
debt securities, may be dilutive.
The following table provides details underlying the Company’s earnings per share calculations for the periods
indicated (in thousands):

For the Three Months Ended For the Six Months Ended

June 30, June 30,

2014 2013 2014 2013
Net income attributable to MasTec:
Net income, continuing operations - basic @ $32,199 $35,425 $48,345 $54,742
Interest expense, net of tax, 2009 Convertible Notes 68 79 146 157
Net income, continuing operations - diluted $32,267 $35,504 $48.491 $54,899
g)et loss from discontinued operations - basic and diluted (149 ) (484 ) Q72 ) (1431 )
Net income attributable to MasTec - diluted $32,118 $35,020 $48.219 $53,468
Weighted average shares outstanding:
Weighted average shares outstanding - basic 78,269 76,741 77,810 76,675
Dilutive common stock equivalents 750 776 799 781
Dilutive premium shares, 2011 Convertible Notes 7,024 6,235 7,320 6,075
Dilutive shares, 2009 Convertible Notes 687 806 746 806
Weighted average shares outstanding - diluted 86,730 84,558 86,675 84,337

(a)Calculated as total net income less amounts attributable to non-controlling interests.

Outstanding Convertibles Notes - Diluted Share Impact

As of June 30, 2014, the Company had $100 million aggregate principal amount of 4.25% senior convertible notes
outstanding (the "4.25% Convertible Notes"), composed of $97.0 million of 4.25% Convertible Notes issued in 2011
(the “2011 4.25% Notes”) and approximately $3.0 million of 4.25% Convertible Notes issued in 2009 (the “2009 4.25%
Notes”). In June 2014, $115 million aggregate principal amount of 4.0% senior convertible notes (the "4.0%
Convertible Notes") matured. Upon maturity, the 4.0% Convertible Notes were converted by the holders and the
Company paid $105.3 million in cash and issued 4.2 million shares of common stock in respect of such notes. The
4.0% Convertible Notes were composed of $105.3 million of 4.0% Convertible Notes issued in 2011 (the "2011 4.0%
Notes") and $9.6 million of 4.0% Convertible Notes issued in 2009 (the "2009 4.0% Notes"). The 2009 4.0% Notes
and the 2009 4.25% Notes are collectively referred to as the "2009 Convertible Notes," and the 2011 4.0% Notes and
the 2011 4.25% Notes are collectively referred to as the "2011 Convertible Notes." See Note 9 - Debt for additional
information.

Dilutive shares associated with the 2009 Convertible Notes are attributable to the underlying principal amounts. The
number of common shares issuable upon conversion of the Company’s 2009 Convertible Notes is reflected in the

14
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calculation of weighted average diluted earnings per share for the corresponding periods by application of the
“if-converted” method to the extent its effect on the computation of earnings per share from continuing operations is
dilutive. Under the “if-converted” method, net income from continuing operations is adjusted to add back the after-tax
amount of interest recognized for the period associated with the convertible notes, and correspondingly, the
convertible notes are assumed to have been converted with the resulting common shares added to the number of
weighted average shares outstanding. The 2011 Convertible Notes have an optional cash settlement feature under
which the Company settled the principal amount of the 2011 4.0% Notes in cash, and the Company intends to settle in
cash the principal amount of the 2011 4.25% Notes. Given the Company's intention, dilutive shares associated with
the 2011 Convertible Notes are derived from the premium value of the notes in excess of their principal amount,
calculated using the treasury stock method. The Company refers to these shares as the "premium shares."

9
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The 2011 4.0% Notes, which matured and were converted in June 2014, were convertible at $15.76 per share, and the
2011 4.25% Notes are convertible at $15.48 per share. The calculations underlying the number of premium shares
included in the Company’s diluted share count for the periods indicated are as follows (in thousands, except per share
amounts):

As of and for the Three Months  As of and for the Six Months

Ended June 30, Ended June 30,
2014 2013 2014 2013
2011 2011 2011 2011 2011 2011
Premium Share Information: 4.25% 4.0% 4.25% 4.25% 4.0% 4.25%
Notes Notes Notes Notes Notes Notes
Number of conversion shares, principal amount 6,268 6,683 6,268 6,268 6,683 6,268
Weighted average actual per share price $37.68 $30.13  $30.13 $37.82 $29.43  $29.43
Weighted average premium value $139,170 $96,021 $91,837 $140,047 $91,325 $87,433

Weighted average equivalent premium shares 3,693 3,187 3,048 3,703 3,104 2,971
There were 3.3 million and 3.6 million weighted average equivalent premium shares included in the Company's
dilutive share calculation for the three and six month periods ended June 30, 2014, respectively, related to the 2011
4.0% Notes, as calculated based on the average price per share of the Company's common stock from the beginning of
the respective periods through June 15, 2014, the date of maturity. The Company's outstanding share count for the
three and six month periods ended June 30, 2014 also included 0.6 million and 0.3 million weighted average shares,
respectively, related to the 3.6 million premium shares issued upon maturity and conversion of the 2011 4.0% Notes.
In addition, there were a total of 0.6 million shares included in the Company's diluted share count for the three and six
month periods ended June 30, 2014 related to the 2009 4.0% Notes, which also matured and were converted in June
2014. See Note 9 - Debt.

Diluted Shares, Other Information

A total of 304,600 and 182,218 weighted average anti-dilutive common stock equivalents were not included in the
Company's diluted earnings per share calculations for the three and six month periods ended June 30, 2014,
respectively, and a total of 123,077 and 61,878 weighted average anti-dilutive common stock equivalents were not
included in the Company's diluted earnings per share calculations for the three and six month periods ended June 30,
2013.

Note 3 — Acquisitions

Allocations of purchase prices for acquisitions are based on estimates of the fair value of consideration paid and of the
net assets acquired and are subject to adjustment upon finalization of these fair value estimates. The Company
acquired several businesses during 2013 and 2014, as discussed below and in Note 3 - Acquisitions in the notes to the
Company's consolidated financial statements included in its Annual Report on Form 10-K for the year ended
December 31, 2013. As of June 30, 2014, the allocations of purchase price to the fair values of tangible and intangible
assets and liabilities, including the estimated values of contingent earn-out obligations and the estimated useful lives
of acquired assets for certain acquisitions are provisional and remain preliminary. Management continues to assess the
valuation of these items and any ultimate purchase price adjustments that may result based on the final net assets and
net working capital of the acquired businesses, as prescribed in the corresponding purchase agreements.

The Company will revise its preliminary allocations for acquired businesses if new information is obtained about the
facts and circumstances existing as of the date of acquisition, or for purchase price adjustments, based on the final net
assets and net working capital of the acquired businesses, as prescribed in the applicable purchase agreement. Such
adjustments result in the recognition of, or adjust the fair values of, acquired assets and assumed liabilities, which
results in the revision of comparative prior period financial information. These measurement period adjustments are
presented as if the adjustments had been taken into account as of the date of acquisition. All changes that do not
qualify as measurement period adjustments are included in current period results. See table below pertaining to
measurement period adjustments associated with the Company's 2013 acquisitions.

2014 Acquisitions
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Pacer

Effective June 1, 2014, MasTec acquired all of the issued and outstanding equity interests of Pacer Construction
Holdings Corporation and its affiliated operating companies (collectively, "Pacer"). Pacer is a western Canadian civil
construction services company, headquartered in Calgary, Alberta, Canada. Pacer’s services include infrastructure
construction in support of the oil and gas production, processing, mining and transportation industries. Pacer, a
leading contractor in the Canadian oil sands, is expected to significantly enhance MasTec's ability to lead the
development of energy infrastructure work in western Canada and take advantage of the associated rapidly expanding
opportunities anticipated for energy infrastructure work in North America in the coming years. Pacer is reported
within the Company's Oil and Gas segment.

10
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The following table summarizes the preliminary estimated fair values of consideration paid and the identifiable assets
acquired and liabilities assumed as of the date of acquisition (in millions):

Purchase price consideration: June 1, 2014
Cash $126.5

Fair value of contingent consideration (earn-out liability) 24.3

Total consideration transferred $150.8
Identifiable assets acquired and liabilities assumed:

Current assets $118.4

Equity method investments 3.5

Other long-term assets 8.7

Property and equipment 72.8
Pre-qualifications 39.2
Finite-lived intangible assets 19.6

Current liabilities (48.0 )
Long-term debt (87.0 )
Deferred income taxes (29.3 )
Total identifiable net assets $97.9

Goodwill $52.9

Total net assets acquired, including goodwill $150.8

The fair values and weighted average useful lives of Pacer's acquired finite-lived intangible assets as of the date of
acquisition were assigned as follows:

Weighted
Fair Value Average Useful

Life
Amortizing intangible assets: (in millions) (in years)
Backlog $54 2
Non-compete agreements 23 8
Customer relationships 11.9 9
Total acquired amortizing intangibles $19.6 7

Finite-lived intangible assets will be amortized in a manner consistent with the pattern in which the related benefits
are expected to be consumed. The intangible asset related to Pacer's pre-qualifications with companies in the oil and
gas industry has been assigned an indefinite life as the pre-qualifications are not expected to expire or diminish in
value, and the companies to which they relate have extremely long operating histories. Goodwill arising from the
acquisition represents the estimated value of Pacer's geographic presence in key high growth Canadian markets, its
assembled workforce, its management team's industry-specific project management expertise and synergies expected
to be achieved from the combined operations of Pacer and MasTec. The goodwill balance is not tax deductible.

The value of the current assets and property and equipment acquired and current liabilities assumed include Pacer’s
undivided interest in an unincorporated VIE that provides civil construction services, and is accounted for on a
proportional basis. The equity method investments include two entities that provide heavy industrial construction
services. For both the three and six month periods ended June 30, 2014, revenue recognized by the Company for
infrastructure construction services on behalf of these business entities totaled $1.0 million, and as of June 30, 2014,
receivables from infrastructure construction services provided by Pacer, including acquired receivables, totaled $8.1
million. As of June 30, 2014, other amounts due Pacer from its equity method investees and joint venture included
aggregate financing receivables of $12.1 million, of which $4.7 million was included in other current assets and $7.4
million was included in other long-term assets. In connection with these business entities, Pacer has issued
performance guarantees, on a joint and several basis with its other joint venture partners or other shareholders in such
entities, of approximately $225.0 million, and has approximately $35.0 million of other financial guarantees, of which
the Company believes an immaterial amount is at risk as of June 30, 2014, as most of the related projects are
completed, substantially completed, or on schedule with no material issues or delays anticipated. The Company
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believes these receivables and guarantees represent variable interests. Pacer does not have the power to control the
primary activities, nor is it the primary beneficiary of, these business entities. The Company may provide financial
support to these business entities in the future.

The contingent earn-out obligation is equal to 25% of the excess, if any, of Pacer’s earnings from continuing
operations before interest, taxes, depreciation and amortization (“EBITDA”) above certain thresholds for a five-year
period, as set forth in the purchase agreement, and is payable annually in cash. The fair value of the earn-out liability
was estimated using an income approach and incorporates significant inputs not observable in the market. Key
assumptions in the estimated valuation include the discount rate and probability-weighted EBITDA projections. The
range of potential undiscounted payments that MasTec could be required to make under the earn-out arrangement is
estimated to be between $0 and $63 million; however, there is no maximum earn-out payment amount.

11
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Other 2014 Acquisitions

Effective April 1, 2014, MasTec acquired 100% of a telecommunications services firm that specializes in the
installation of in-home security systems for an aggregate purchase price composed of approximately $18.1 million in
cash and a five year earn-out, valued at $0.6 million as of the date of acquisition. Additionally, effective January 1,
2014, MasTec acquired 100% of a telecommunications services firm that specializes in the engineering, installation,
furnishing and integration of telecommunications equipment for an aggregate purchase price composed of
approximately $23.8 million in cash and a five year earn-out, valued at $8.7 million as of the date of acquisition.
These companies are included in MasTec's Communications segment.

2013 Acquisitions

Big Country

Effective May 1, 2013, MasTec acquired all of the issued and outstanding interests of Big Country Energy Services,
Inc. and its affiliated operating companies (collectively, "Big Country"). Big Country is a North American oil and gas
pipeline and facility construction services company, headquartered in Calgary, Alberta, Canada.

Other 2013 Acquisitions

Effective April 1, 2013, MasTec acquired a former subcontractor to its wireless business, which provides self-perform
communications tower construction, installation, maintenance and other services in support of telecommunications
infrastructure construction in the Company's Communications segment. In addition, effective August 1, 2013, MasTec
acquired an electrical transmission services company, which focuses primarily on substation construction activities
and is included within the Company's Electrical Transmission segment.

Measurement Period Adjustments
Measurement period adjustments associated with the Company's 2013 acquisitions have been reflected in the
Company's December 31, 2013 consolidated balance sheet as follows (in millions):

As Previous Measurement
As of December 31, 2013: Y Period As Revised

Reported .

Adjustments

Current assets $1,306.0 $1.0 $1,307.0
Goodwill $899.4 $2.6 $902.0
Current liabilities $825.5 $3.7 $829.2
Long-term deferred tax liabilities, net $154.9 $(0.1 ) $154.8

Unaudited Pro Forma Information

The following unaudited supplemental pro forma financial information includes the results of operations of each of
the companies acquired in 2014 and 2013 and is presented as if the acquired companies had been consolidated as of
the beginning of the year immediately preceding the date of acquisition. The unaudited supplemental pro forma
financial information has been provided for illustrative purposes only. The unaudited supplemental pro forma
financial information does not purport to be indicative of the actual results that would have been achieved by the
combined companies for the periods presented, or of the results that may be achieved by the combined companies in
the future. Future results may vary significantly from the results reflected in the following unaudited supplemental pro
forma financial information because of future events and transactions, as well as other factors, many of which are
beyond MasTec’s control.

The unaudited supplemental pro forma financial information presented below has been prepared by adjusting the
historical results of MasTec to include the historical results of the acquired businesses described above. The unaudited
supplemental pro forma combined historical results were then adjusted (i) to remove one-time acquisition costs; (ii) to
increase amortization expense resulting from the incremental intangible assets acquired in such acquisitions; (iii) to
increase interest expense as a result of the cash consideration paid; and (iv) to reduce interest expense from the
repayment of acquired debt. The unaudited supplemental pro forma financial information does not include any
adjustments to reflect the impact of cost savings or other synergies that may result from these acquisitions. As noted
above, the unaudited supplemental pro forma financial information does not purport to be indicative of the actual
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results that would have been achieved by the combined companies for the periods presented or that may be achieved
by the combined companies in the future.

For the Three Months Ended For the Six Months Ended

June 30, June 30,

2014 2013 2014 2013
Pro forma financial information: (unaudited, in millions) (unaudited, in millions)
Revenue $1,161.9 $1,135.9 $2,186.4 $2,249.9
Net income from continuing operations $33.3 $37.2 $47.9 $64.2

12
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Results of Businesses Acquired
Revenues and net income resulting from the year over year incremental impact of acquired businesses, which are
included within the Company's consolidated results of operations for the periods indicated, are as follows:

For the Three Months Ended For the Six Months Ended

June 30, June 30,

2014 2013 2014 2013
Year over year impact of acquired businesses: (unaudited, in millions) (unaudited, in millions)
Revenue $89.4 $85.6 $209.2 $128.7
Net income from continuing operations $1.1 $3.5 $2.2 $5.3

The above results do not include acquisition costs of $1.2 million and $0.8 million for the three month periods ended
June 30, 2014 and June 30, 2013, respectively, and $1.5 million and $1.3 million for the six month periods ended
June 30, 2014 and June 30, 2013, respectively. The above results also do not include interest expense associated with
consideration paid for these acquisitions.

Note 4 — Discontinued Operations

Globetec

In 2012, the Company's board of directors approved a plan of sale for Globetec Construction, LLC ("Globetec").
Accordingly, Globetec's projects and assets are reflected as assets and liabilities of discontinued operations in the
condensed unaudited consolidated balance sheets for all periods presented, and Globetec's results of operations are
presented as discontinued operations in the condensed unaudited consolidated statements of operations for all periods
presented. Effective August 31, 2013, the Company sold all of its membership interests in Globetec for nominal
consideration and retained certain contingent assets and liabilities. As of June 30, 2014, the Company had certain
outstanding surety bonds associated with Globetec, for which the work had been substantially completed. The
Company believes that there was an insignificant amount at risk under these surety bonds as of June 30, 2014. The
Company is not obligated and does not intend to support Globetec in the future.

The following table contains a summary of the contingent assets and liabilities associated with Globetec that were
retained by the Company as of June 30, 2014 and as of December 31, 2013 (in millions):

June 30, December 31,
2014 2013
Current assets $2.1 $2.3
Long-term assets 10.1 10.1
Assets of discontinued operations $12.2 $12.4
Current liabilities of discontinued operations $1.2 $1.2

The following table presents results from discontinued operations associated with the Globetec operation for the
periods indicated (in millions):
For the Three  For the Six
Months Ended  Months Ended
June 30, 2013 June 30, 2013

Revenue $6.9 $13.2

Loss from operations, before tax (0.9 ) (2.1 )
Impairment of assets, before tax (0.3 ) (0.3 )
Income tax benefit 0.7 1.0

Net loss from discontinued operations $(0.5 ) $(1.4 )

For the three and six month periods ended June 30, 2014, net loss from discontinued operations, which related
primarily to certain contingencies, totaled $0.1 million and $0.3 million, respectively.
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Note 5 - Goodwill and Other Intangible Assets
The following table provides a reconciliation of changes in goodwill by reportable segment (in millions):

Power
Communications Oil and Electrical Generation Total
Gas Transmission and Goodwill
Industrial

Balance as of December 31, 2013 $ 326.8 $307.7 $ 1499 $117.6 $902.0
Additions from new business combinations 28.6 52.9 — — 81.5
Currency translation adjustments — 0.9 — — 0.9
Other adjustments $(1.3 ) $— $— $— $(1.3 )
Balance as of June 30, 2014 $ 354.1 $361.5 $ 1499 $117.6 $983.1
The following table provides a reconciliation of changes in other intangible assets (in millions):

Other Intangible Assets

Non-amortizing Amortizing

Trade Customer

Pre-Qualifications Relationships Other @ Total
Names
and Backlog

S(;‘;);S carrying amount as of December 31, $34.8 $ 59.4 $128.4 $22.5 $245.1
Accumulated amortization $(67.7 ) $(11.8 ) $(795 )
g)lthgi)llr;tanglble assets, net, as of December $34.8 $ 59.4 $60.7 $10.7 $165.6
Additions from new business combinations  — 39.2 324 2.7 74.3
Amortization expense 9.4 ) (1.0 ) (104 )
Currency translation adjustments — 0.7 0.3 0.1 1.1
Other intangible assets, net, as of June 30, $34.8 $ 993 $84.0 $12.5 $230.6

2014
(a) Consists principally of amortizing trade names and non-compete agreements.

Amortization expense associated with intangible assets for the three month periods ended June 30, 2014 and 2013
totaled $5.8 million and $5.3 million, respectively. Amortization expense associated with intangible assets for the six
month periods ended June 30, 2014 and 2013 totaled $10.4 million and $9.4 million, respectively.

Note 6 — Fair Value of Financial Instruments

The Company’s financial instruments include cash and cash equivalents, accounts and notes receivable, cash collateral
deposited with insurance carriers, life insurance assets, cost and equity method investments, deferred compensation
plan assets and liabilities, accounts payable and other current liabilities, acquisition-related contingent consideration
and debt obligations.

Fair value is the price that would be received to sell an asset or paid to transfer a liability (an exit price) in the
principal or most advantageous market for the asset or liability in an orderly transaction between market participants
on the measurement date. The fair value guidance establishes a valuation hierarchy, which requires maximizing the
use of observable inputs when measuring fair value. The three levels of inputs that may be used are:

Level 1 - Quoted market prices in active markets for identical assets or liabilities.

Level 2 - Observable market based inputs or other observable inputs.

Level 3 - Significant unobservable inputs that cannot be corroborated by observable market data. These values are
generally determined using valuation models incorporating management’s estimates of market participant assumptions.
Assets and Liabilities Measured at Fair Value on a Recurring Basis

As of June 30, 2014, financial instruments required to be measured at fair value on a recurring basis consisted
primarily of acquisition-related contingent consideration. The fair value hierarchy requires the use of observable
market data when available. In instances in which the inputs used to measure fair value fall into different levels of the

23



Edgar Filing: MASTEC INC - Form 10-Q

fair value hierarchy, the fair value measurement classification below has been determined based on the lowest level
input that is significant to the fair value measurement in its entirety. Management’s assessment of the significance of a
particular item to the fair value measurement in its entirety requires judgment, including the consideration of inputs
specific to the asset or liability. Acquisition-related contingent consideration measured at fair value on a recurring
basis represents the estimated fair value of additional future earn-outs payable for acquisitions of businesses that
closed after January 1, 2009, in accordance with U.S. GAAP ("141R contingent
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consideration"). The fair value of the Company's 141R contingent consideration, which was determined using Level 3
inputs, totaled $152.4 million and $165.4 million, respectively, as of June 30, 2014 and December 31, 2013. The fair
value of 141R contingent consideration is based on management’s estimates and entity-specific assumptions and is
evaluated on an on-going basis.

Additions to 141R contingent consideration from new acquisitions totaled $24.9 million and $33.6 million for the
three and six month periods ended June 30, 2014, respectively, and totaled $26.7 million for both the three and six
month periods ended June 30, 2013. The Company paid approximately $47.0 million in connection with 141R
contingent consideration for both the three and six month periods ended June 30, 2014, and paid approximately $2.0
million and $2.7 million for the three and six month periods ended June 30, 2013, respectively. Foreign currency
translation losses associated with 141R contingent consideration included in other comprehensive income totaled $1.7
million and $0.4 million for the three and six month periods ended June 30, 2014, respectively. Foreign currency
translation gains associated with 141R contingent consideration included in other comprehensive income totaled $1.4
million and $1.8 million for the three and six month periods ended June 30, 2013, respectively.

Assets and Liabilities Measured at Fair Value on a Non-Recurring Basis

Assets and liabilities recognized or disclosed at fair value on a non-recurring basis, which are initially measured at fair
value, and are subsequently remeasured in the event of an impairment or other measurement event, if applicable,
include items such as cost and equity method investments, goodwill, other intangible assets, long-lived assets and
debt.

Carrying amounts and estimated fair values of selected financial instruments measured on a non-recurring basis as of
the dates indicated were as follows (in millions):

June 30, 2014 December 31, 2013

Carrying Fair Carrying Fair

Amount Value Amount Value
4.875% Senior Notes $400.0 $390.0 $400.0 $380.0
2009 Convertible Notes $3.0 $6.0 $12.6 $26.6
2011 Convertible Notes $95.7 $193.9 $198.3 $428.3

The estimated fair values of the Company’s 4.875% Senior Notes, 2009 Convertible Notes and 2011 Convertible Notes
are based on quoted market prices, a Level 1 input. The Company's 4.0% Convertible Notes, composed of $105.3
million of 2011 4.0% Notes and $9.6 million of 2009 4.0% Notes, matured and were converted in June 2014. See
Note 9 - Debt.

The Company accounts for certain investments using the cost or equity method of accounting. These investments had
aggregate values of $19.3 million and $15.8 million as of June 30, 2014 and December 31, 2013, respectively. The
fair value of the Company's cost and equity method investments is not readily available nor has the Company
estimated the fair value of these investments. The Company is not aware of any identified events or changes in
circumstance that would have a significant adverse effect on the carrying value of any of its cost or equity method
investments as of June 30, 2014 and December 31, 2013.

Note 7 - Accounts Receivable, Net of Allowance

The following table provides details of accounts receivable, net of allowance, as of the dates indicated (in millions):

June 30, December 31,
2014 2013
Contract billings $702.9 $606.5
Retainage 140.8 159.3
Costs and earnings in excess of billings 463.2 384.6
Accounts receivable, gross $1,306.9 $1,150.4
Less allowance for doubtful accounts (18.2 ) (15.7 )
Account