
Annual Report 2006

longevity stability perseverance determination pride history dependability preparedness



 

 We are one of the largest providers of outsourced electric distribution 
and transmission services in the United States. Our core activities 

consist of the maintenance, upgrade and extension of electric distribution 
and sub-500 kilovolt, or kV, transmission power lines for more than 150 
electric utilities, cooperatives and municipalities. We service a contiguous 
19-state region that stretches from Pennsylvania in the north to Florida  
in the southeast and to Texas in the southwest. Our growth has been  
almost entirely organic, driven by the steady addition of new customers 
and the further expansion of existing customer relationships and through 
acquisitions.
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Southern Region
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Storm Restoration

Modern Fleet
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Pike Electric Corporation Footprint
Pike Electric began serving customers more than  
60 years ago and now provides service across a 
contiguous 19-state region, performing transmission 
work, storm restoration, underground distribution, 
and overhead distribution work using our more than 
5,000 pieces of motorized equipment.

Transmission

Overhead Distribution

Underground Distribution
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Financial Highlights
Years ended June 30
(In thousands, except per share data)

2006 2005 2004

Selected Consolidated Statement of Operations Data
Revenues $ 727,470 $ 679,197 $ 356,697
Income from operations $ 80,745 $ 45,391 $ 37,307
Diluted earnings (loss) from continuing operations per share $ 1.07 $ (0.11) $ 0.69
Average diluted common shares outstanding 32,252 27,709 24,437

Balance Sheet Data
Working capital $ 78,995 $ 69,421 $ 41,497
Property and equipment, net $ 284,452 $ 281,842 $ 190,600
Total assets $ 589,966 $ 592,455 $ 287,096
Total long-term liabilities $ 345,350 $ 509,665 $ 199,311



Letter to Stockholders:
In 2006, Pike Electric Corporation achieved a record year as a result of 
strong customer demand and hurricane activity. We continued to see 
steady economic growth throughout our service territory, except for 
those areas devastated by hurricanes in 2005. Hurricanes Katrina, Rita 
and Wilma dominated the headlines and much of our work during the 
early quarters of fiscal 2006, and we continue to have line crews dedi-
cated to Katrina and Rita cleanup work. As we conclude our first fiscal 
year as a public company, we are pleased with our results, but we recognize there is still much work to be done, as Pike 
Electric continues to streamline costs, improve systems, achieve Sarbanes-Oxley compliance, maintain exemplary safety 
in the workforce, and pursue profitable growth.

Financial Highlights:
Total revenue for fiscal 2006 rose 7.1% to $727.5 million from $679.2 million for fiscal 2005. Net income increased to  
a record level of $34.4 million or $1.07 per diluted share from a net loss of ($3.2 million) in fiscal 2005 or ($0.11) per 
diluted share.

The strong financial results for fiscal 2006 were led by unprecedented storm revenues during the early quarters of the 
fiscal year. Strong customer demand continued, but our core earnings were negatively impacted by increased costs for 
fuel and labor and added costs related to our operating as a public company. Some price renegotiations were success-
ful during the fourth quarter and additional negotiations continue. We are optimistic that contract re-pricing will improve 
core earnings during fiscal 2007.

Cash flow from operations for fiscal year 2006 increased 40.8% to $74.9 million from $53.2 million in fiscal 2005. The 
Company repaid $159.0 million of its term debt during fiscal 2006 resulting in $249.0 million in term debt outstanding as 
of June 30, 2006.

Growth Initiatives:
Pike Electric has grown at a rapid pace for the last several years as evidenced by our steady revenue growth. We intend to 
continue pursuing profitable growth opportunities as we move into fiscal 2007, but will be deliberate and selective in 
our pursuit. During the last quarters of fiscal 2006, we recognized that the atypical storm activity in 2006 and 2005 
coupled with our integration efforts in Texas and Louisiana resulted in excess overhead and internal costs. Our goal for 
fiscal 2007 is to reduce these internal costs while pursuing careful, profitable growth. Cost restructuring initiatives  
may be challenging as we continue our Sarbanes-Oxley compliance and improvements in our financial systems. However, 
we believe this restructuring will allow us to return to the lean and nimble cost structure typical of Pike Electric for much 
of our history.

Organic Growth:
We do not believe that we will experience significant organic growth in our present service territory during the early part 
of fiscal 2007. In fact, we could experience a revenue reduction if storm-related work is marginal. Given the extraordi-
nary expense that many of our customers incurred during the last two years due to hurricanes, we expect some of them 
to postpone a portion of their (core) power line maintenance until next calendar year in order to rebuild their operating 
budgets. If the need for storm restoration services in our territory is reduced, we would expect many of our customers 
to pursue such savings. Although this could result in less revenue during our first and second quarters of fiscal 2007, we 
would expect an escalation of activity during the next calendar year, our last two fiscal quarters, to complete their backlog 
of deferred maintenance work.
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We believe there are good organic growth opportunities in our Texas markets and farther west. However, we anticipate 
pursuing smaller customer accounts to ensure availability of personnel and profitability in these geographic areas.

Acquisitions:
Pike Electric will continue to pursue quality acquisitions as our geographic footprint expands. Any acquisition would 
need to be a supplier of high quality with strong earnings that would enable us to enter markets that otherwise would 
be difficult to penetrate.

Sarbanes-Oxley Compliance:
Pike Electric has made significant progress in its Sarbanes-Oxley internal control compliance efforts. We have completed 
all initial control implementations and will begin testing these controls earlier than anticipated. At fiscal year end, we 
had no significant remediation areas. As we commence testing phases, we are confident that Pike Electric will achieve 
full compliance by our deadline of June 2007.

Outlook:
Fiscal 2007 may prove to be the first “normal” year for Pike Electric in recent years. In 2002, we transitioned from private 
family ownership to a portfolio company of a private equity group. In 2004, we completed the then largest acquisition 
in our market ($220 million). In fiscal 2005, we began our IPO process and reacted to Hurricanes Charlie, Frances, Ivan 
and Jeanne. Finally, during early fiscal 2006, we responded to the largest power line restoration in our history due to 
Hurricanes Katrina, Rita, and Dennis while also changing financial systems and pursuing Sarbanes-Oxley compliance. 
These transitions have proven the ability of our management team to react to many different challenges and changes. 
For 2007, our goal is to ensure that Pike Electric operates as profitably and professionally as possible. We will continue 
to respond to growth opportunities and pursue sensible acquisitions, but our primary focus will be to continue our pur-
suit of excellence in safety, reduction of costs, ensuring existing customer profitability, and training our workforce for 
the opportunities of tomorrow. These priorities reflect the tenets of excellence that have made Pike Electric successful 
and profitable for over 60 years, and we are confident that they will continue to provide value to our customers and 
stockholders in the years to come. 

As we begin our second year as a public company, I would like to thank our nearly 7,000 employees for their continued, 
daily efforts that make us valuable to our customers, our many customers for choosing Pike Electric to perform their 
work, and our many stockholders for their confidence in us. As the years ahead bring new challenges and opportunities, 
Pike Electric will be ready.

J. Eric Pike
Chairman, Chief Executive Officer and President  
Pike Electric Corporation
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How do significant storm restoration projects 
impact core power line maintenance revenues?
Massive storm restoration projects can significantly drive 
down core revenues and distort traditional direct overhead 
levels. We do not maintain a separate work force for storm 
restoration projects. Our billing rates for storm restorations 
vary, but are on an hourly basis for crews and equipment. 

Due to the increased number of hours each employee 
works per day during storm restoration and the billing rate 
differentials, storm restoration revenues could range  
from three to five times core power line revenues for the 
same period.

Because many of our customers faced extraordinary 
expenses as a result of strong storms in the last two years, 
we expect them to defer some of their routine power line 
maintenance work throughout our second fiscal quarter 
of 2007 to rebuild their operating budgets. This deferral 
will have an impact on our power line maintenance busi-
ness; however, we expect it will be temporary.

What is a reasonable growth expectation of 
the business?
We believe the trend for outsourcing power line construc-
tion and maintenance will continue as utility companies 
focus on their primary business of electric generation and 
seek to replace their aging field work force. We will con-
tinue capturing market share whenever possible within our 
existing footprint, or contiguous to it. As opportunities 
arise to bid on new business, we will do so competitively. 
Our goal is to position Pike Electric to focus on measured 
long-term organic growth while continuing to pursue 
operating efficiencies.

In addition, Pike will consider acquisitions where they 
complement our current business structure.

What are Pike Electric’s plans for the use of 
any excess cash flow that is generated?
As we believe our market capitalization is being negatively 
impacted by our leveraged financial position, we will con-
tinue to pay down our long-term debt over the coming year 

while maintaining sufficient liquidity 
to finance our business initiatives.

What are reasonable profit-
ability goals for Pike Electric?
Over recent years, excluding the 
impact of one-time charges in fiscal 
2005, our gross margin percentage 
has ranged from 14% to 18%. General 
and administrative expenses since 
our initial public offering in July 2005 
have ranged from 6% to 7% of our 
revenues, but have been favorably 
impacted by our significant storm 
revenues in fiscal 2005 and fiscal 2006.

We expect our business operations 
to generate long-term gross margin 
percentages in the range of 14% to 
17% and general and administrative 
expenses in the range of 7% to 9%. 
These expectations would result in 
operating margins of 5% to 10%. We 
operate under a crew structure that 
does not experience the benefits of a volume-base 
business to reduce higher fixed costs. Therefore, periods 
of high growth may generate lower gross margin per-
centages. Alternatively, in periods of slower growth we 
may benefit from significantly higher gross margin 
percentages.

Can you explain the terms and conditions of 
your master service agreements (“MSAs”)?
The terms of our MSAs often are between one to three 
years for cooperatives and municipalities and three to five 
years for investor-owned utilities, both with periodic 
pricing reviews. Due to the nature of our MSAs, our cus-
tomers are not committed to the specific volumes of 
services. Instead, we commit to perform specific services 
covered by the MSAs if and to the extent requested by 
the customer. The customer is, however, obligated to 
obtain these services from us if they are to be performed 
under the MSA.

Q&A
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J. Eric Pike
Chairman

Charles E. Bayless
Director

James R. Helvey, III
Director

Robert D. Lindsay
Director

Louis F. Terhar
Director

Board of Directors

Executive Officers

J. Eric Pike
Chairman, Chief Executive 
Officer and President

Jeffery L. Collins
Vice President and  
Chief Operating Officer

James R. Fox
Vice President, General 
Counsel and Secretary

Anthony K. Slater
Vice President and  
Chief Financial Officer

Stockholder Information

Stock Information
New York Stock Exchange  
Symbol: PEC

Stockholders of Record
As of September 15, 2006, there 
were 32,590,337 ordinary shares 
outstanding.

Corporate Headquarters
100 Pike Way  
P.O. Box 868  
Mount Airy, NC 27030

Transfer Agent and Registrar
National City Bank  
Dept. 5352  
Corporate Trust Operations  
P.O. Box 92301  
Cleveland, OH 44193-0900  
800-622-6757  
Shareholder.Inquiries@nationalcity.com

Annual Meeting
December 6, 2006, at 9:30 a.m.  
Bermuda Run Country Club  
324 Bermuda Run Drive  
Bermuda Run, NC 27006

Independent Auditors
Ernst & Young LLP  
202 CentrePort Drive, Suite 200  
Greensboro, NC 27409

This Summary Annual Report includes 
forward-looking statements that 
reflect management’s current outlook 
for future periods. These statements 
relate to, among other things, Pike 
Electric’s ability to estimate, forecast 
and project industry trends. The 
forward-looking statements in this 
Summary Annual Report should be 
read in conjunction with the detailed 
cautionary statements identified in 
the Company’s Annual Report on 
Form 10-K for the fiscal year ended 
June 30, 2006. The Company 
undertakes no obligation to publicly 
update or revise any forward-looking 
statements.

We intend to post any amendments 
or waivers to our Code of Ethics and 
Business Conduct (to the extent 
required to be disclosed pursuant  
to Item 5.05 of Form 8-K) on our 
website, www.pike.com, under the 
link ”Investor Relations” and then 
under the heading “Corporate 
Governance.”

Officer Certifications
Pike Electric has filed as exhibits to 
its Annual Report on Form 10-K for 
the fiscal year ended June 30, 2006, 
the Chief Executive Officer and  
Chief Financial Officer certifications 
required by Section 302 of the 
Sarbanes-Oxley Act. Pike Electric has 
also submitted the required annual 
Chief Executive Officer certification 
to the New York Stock Exchange.
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mailto:Shareholder.Inquiries@nationalcity.com
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