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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
FORM 10-Q

s
þ QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2007

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

For the transition period from                      to                     
Commission File Number: 0-25428

MEADOW VALLEY CORPORATION
(Exact name of registrant as specified in its charter)

Nevada
(State or other jurisdiction of
incorporation or organization)

88-0328443
(I.R.S. Employer Identification No.)

4602 E. Thomas Road
Phoenix, Arizona 85018

(602) 437-5400
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes þ No o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer
(as defined in Rule 12b-2 of the Exchange Act).

Large accelerated filer o;      Accelerated filer o;      Non-accelerated filer þ
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
o No þ

Number of shares outstanding of each of the registrant�s classes of common stock as of November 2, 2007:
Common Stock, $.001 par value

5,136,271 shares
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PART I � FINANCIAL INFORMATION
Item 1. Financial Statements

MEADOW VALLEY CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

September 30, December 31,
2007 2006

(Unaudited)
Assets:
Current assets:
Cash and cash equivalents $ 26,865,063 $ 29,354,582
Restricted cash 167,327 605,243
Accounts receivable, net 31,934,328 25,990,763
Prepaid expenses and other 1,495,429 2,820,768
Inventory, net 1,409,790 1,366,534
Costs and estimated earnings in excess of billings on uncompleted contracts 573,113 1,254,860
Note receivable 109,726 106,499
Deferred tax asset 671,492 561,199

Total current assets 63,226,268 62,060,448
Property and equipment, net 36,358,039 35,553,000
Refundable deposits 200,484 1,492,967
Note receivable, less current portion 452,657 535,360
Claims receivable 2,463,880 2,463,880

Total assets $ 102,701,328 $ 102,105,655

Liabilities and Stockholders� Equity:
Current liabilities:
Accounts payable $ 16,854,212 $ 13,298,114
Accrued liabilities 5,895,845 7,569,928
Notes payable 4,418,918 4,837,628
Obligations under capital leases 127,775 332,898
Income tax payable 838,302 399,536
Billings in excess of costs and estimated earnings on uncompleted contracts 13,206,124 8,366,754

Total current liabilities 41,341,176 34,804,858
Notes payable, less current portion 12,761,432 13,894,382
Obligations under capital leases, less current portion � 102,100
Deferred tax liability 2,974,857 2,974,857

Total liabilities 57,077,465 51,776,197

Commitments and contingencies
Minority interest in consolidated subsidiary 12,873,051 18,988,244

Stockholders� equity:
Preferred stock � $.001 par value; 1,000,000 shares authorized, none issued
and outstanding � �

Edgar Filing: MEADOW VALLEY CORP - Form 10-Q

Table of Contents 4



Common stock � $.001 par value; 15,000,000 shares authorized, 5,133,971
and 5,098,679 issued and outstanding 5,134 5,099
Additional paid-in capital 20,113,681 21,197,456
Capital adjustments (799,147) (799,147)
Retained earnings 13,431,144 10,937,806

Total stockholders� equity 32,750,812 31,341,214

Total liabilities and stockholders� equity $ 102,701,328 $ 102,105,655

The accompanying notes are an integral part of these condensed consolidated financial statements.
2
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MEADOW VALLEY CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)

Nine months ended Three months ended
September 30, September 30,

2007 2006 2007 2006
Revenue:
Construction services $ 94,925,171 $ 80,938,840 $ 35,863,460 $ 31,031,809
Construction materials 60,520,249 64,548,814 18,705,892 20,458,570
Construction materials testing 745,597 282,905 321,989 213,643

Total revenue 156,191,017 145,770,559 54,891,341 51,704,022

Cost of revenue:
Construction services 87,271,446 74,873,337 32,606,003 28,963,601
Construction materials 54,947,266 57,114,252 17,591,342 18,537,541
Construction materials testing 843,492 224,851 316,453 159,601

Total cost of revenue 143,062,204 132,212,440 50,513,798 47,660,743

Gross profit 13,128,813 13,558,119 4,377,543 4,043,279
General and administrative expenses 9,282,720 7,822,562 3,060,221 2,350,451

Income from operations 3,846,093 5,735,557 1,317,322 1,692,828

Other income (expense):
Interest income 1,164,024 625,875 395,861 267,409
Interest expense (196,421) (247,000) (50,156) (93,267)
Other income (expense) 297,501 40,378 131,651 (5,025)

1,265,104 419,253 477,356 169,117

Income before income taxes and minority
interest in consolidated subsidiary 5,111,197 6,154,810 1,794,678 1,861,945
Income tax expense (1,893,532) (2,249,401) (663,855) (658,263)

Income before minority interest in
consolidated subsidiary 3,217,665 3,905,409 1,130,823 1,203,682
Minority interest in consolidated subsidiary 724,327 1,282,458 23,851 318,416

Net income $ 2,493,338 $ 2,622,951 $ 1,106,972 $ 885,266

Basic net income per common share $ 0.49 $ 0.63 $ 0.22 $ 0.21
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Diluted net income per common share $ 0.47 $ 0.59 $ 0.21 $ 0.20

Basic weighted average common shares
outstanding 5,126,690 4,160,646 5,130,980 4,165,760

Diluted weighted average common shares
outstanding 5,306,868 4,475,994 5,310,448 4,470,241

The accompanying notes are an integral part of these condensed consolidated financial statements.
3
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MEADOW VALLEY CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS� EQUITY

For the nine months ended September 30, 2007
(Unaudited)

Common Stock
Number of Additional

Shares Paid-in Capital Retained
Outstanding Amount Capital Adjustment Earnings

Balance at January 1, 2007 5,098,679 $ 5,099 $ 21,197,456 $ (799,147) $ 10,937,806

Common stock issued on exercise of options and warrants 35,292 35 91,861 � �

Stock-based compensation expense � � 521,703 � �

Excess tax benefits from share-based payment arrangements � � 86,085 � �

Excess payments from purchase of minority interest
common stock � � (1,783,424) � �

Net income for the nine months ended September 30, 2007 � � � � 2,493,338

Balance at September 30, 2007 5,133,971 $ 5,134 $ 20,113,681 $ (799,147) $ 13,431,144

The accompanying notes are an integral part of these condensed consolidated financial statements.
4
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MEADOW VALLEY CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

Nine months ended
September 30,

2007 2006
Increase (decrease) in cash and cash equivalents:

Cash flows from operating activities:
Cash received from customers $ 155,667,016 $ 147,449,001
Cash paid to suppliers and employees (141,948,818) (132,780,618)
Income taxes paid (1,565,059) (2,250,631)
Interest received 1,164,024 625,875
Interest paid (196,421) (247,000)

Net cash provided by operating activities 13,120,742 12,796,627

Cash flows from investing activities:
Decrease in restricted cash 437,916 593,612
Proceeds from sale of property and equipment 634,974 428,769
Purchase of property and equipment (3,826,849) (8,407,853)
Proceeds from note receivable 79,476 125,712
Purchase of minority interest common stock (8,644,944) �

Net cash used in investing activities (11,319,427) (7,259,760)

Cash flows from financing activities:
Proceeds from issuance of common stock 91,896 66,542
Proceeds from notes payable 2,956,120 3,083,540
Proceeds from minority interest in consolidated subsidiary 22,000 �
Repayment of notes payable (7,139,712) (4,503,084)
Repayment of capital lease obligations (307,223) (406,935)
Excess tax benefits from share-based payment arrangements 86,085 56,698

Net cash used in financing activities (4,290,834) (1,703,239)

Net increase (decrease) in cash and cash equivalents (2,489,519) 3,833,628

Cash and cash equivalents at beginning of period 29,354,582 23,565,317

Cash and cash equivalents at end of period $ 26,865,063 $ 27,398,945

The accompanying notes are an integral part of these condensed consolidated financial statements.
5
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MEADOW VALLEY CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)

(Unaudited)

Nine months ended
September 30,

2007 2006
Increase (decrease) in cash and cash equivalents (Continued):

Reconciliation of net income to net cash provided by operating activities:
Net income $ 2,493,338 $ 2,622,951
Adjustments to reconcile net income to net cash provided by operating
activities:
Depreciation and amortization 5,241,471 4,453,060
Gain on sale of property and equipment (249,119) (25,746)
Stock-based compensation expense 521,703 210,464
Deferred taxes, net (110,293) (72,892)
Allowance for doubtful accounts 149,935 (8,352)
Inventory allowance (64) �
Minority interest in consolidated subsidiary 724,327 1,282,458

Changes in operating assets and liabilities:
Accounts receivable (6,093,500) (4,727,748)
Income tax receivable � 20,030
Prepaid expenses and other 1,351,756 1,116,180
Inventory (43,192) (805,107)
Costs and estimated earnings in excess of billings on uncompleted contracts 681,747 (418,317)
Refundable deposits 1,292,482 (199,115)
Claims receivable � 1,791,404
Other receivable � 115,000
Accounts payable 3,556,098 3,210,727
Accrued liabilities (1,674,083) (838,473)
Income tax payable 438,766 51,632
Billings in excess of costs and estimated earnings on uncompleted contracts 4,839,370 5,018,471

Net cash provided by operating activities $ 13,120,742 $ 12,796,627

The accompanying notes are an integral part of these condensed consolidated financial statements.
6
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MEADOW VALLEY CORPORATION AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies and Use of Estimates:
Presentation of Interim Information:

          The condensed consolidated financial statements included herein have been prepared by Meadow Valley
Corporation (�we,� �us,� �our� or the �Company�) without audit, pursuant to the rules and regulations of the United States
Securities and Exchange Commission (�SEC�) and should be read in conjunction with our Annual Report on Form 10-K
for the year ended December 31, 2006, as filed with the SEC under the Securities Exchange Act of 1934, as amended.
Certain information and footnote disclosures normally included in financial statements prepared in accordance with
accounting principles generally accepted in the United States of America have been condensed or omitted, as
permitted by the SEC, although we believe the disclosures are adequate to make the information presented not
misleading. Further, the condensed consolidated financial statements reflect, in the opinion of management, all normal
recurring adjustments necessary to present fairly our financial position at September 30, 2007 and the results of our
operations and cash flows for the periods presented. The December 31, 2006 condensed consolidated balance sheet
data was derived from audited condensed consolidated financial statements, but does not include all disclosures
required by accounting principles generally accepted in the United States of America.

Seasonal Variations:
          Interim results are subject to significant seasonal variations and the results of operations for the nine months
ended September 30, 2007 are not necessarily indicative of the results to be expected for the full year.

Nature of Corporation:
          Meadow Valley Corporation was organized under the laws of the State of Nevada on September 15, 1994. The
principal business purpose of the Company is to operate as the holding company of Meadow Valley Contractors, Inc.
(�MVCI�) (�construction services segment�), Ready Mix, Inc. (�RMI�) (�construction materials segment�) and Apex Testing
Corp. (�Apex�) (�construction materials testing segment�). MVCI is a general contractor, primarily engaged in the
construction of structural concrete highway bridges and overpasses, and the paving of highways and airport runways
for various governmental authorities, municipalities and developers in southern Nevada and Arizona. RMI
manufactures and distributes ready mix concrete in the Las Vegas, Nevada and Phoenix, Arizona metropolitan areas.
In 2005, the Company sold, in a public offering, approximately 47% of its ownership interest in RMI. In June, July
and August 2007, the Company purchased 620,212 shares of RMI common stock from its minority interest
shareholders. As of September 30, 2007, the Company held approximately 69% of RMI�s outstanding common stock.
Apex is a construction materials testing provider in the Las Vegas, Nevada area. In May 2006, Apex was formed and
subsequently, assets were purchased for approximately $134,000 from an existing materials testing company in Las
Vegas, Nevada.

Liquidity:
          The Company had income from operations for the nine months ended September 30, 2007 of $3,846,093 and
cash provided from operating activities of $13,120,742. For the nine months ended September 30, 2006, the Company
had income from operations of $5,735,557 and cash provided from operating activities of $12,796,627.

Revenue and Cost Recognition:
          Revenues and costs from fixed-price and modified fixed-price construction contracts are recognized for each
contract on the percentage-of-completion method, measured by the percentage of costs incurred to date to the
estimated total direct costs. Direct costs include, among other things, direct labor, field labor, equipment rent,
subcontracting, direct materials and direct overhead. General and administrative expenses are accounted for as period
costs and are, therefore, not included in the calculation of the estimates to complete construction contracts in progress.
Project losses are provided for in their entirety in the period in which such losses are determined, without reference to
the percentage-of-completion. As contracts can extend over one or more accounting periods, revisions in costs and
earnings estimated during the course of the work are reflected during the accounting period in which the facts that
required such revision become known.
          We recognize revenue in our construction materials segment and construction materials testing segment on the
sale of our concrete and aggregate products and testing services at the time of delivery of products and services.
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MEADOW VALLEY CORPORATION AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies and Use of Estimates (Continued):
Claims Receivable:

          Claims for additional contract revenue are recognized only to the extent that contract costs relating to the claim
have been incurred and evidence provides a legal basis for the claim. As of September 30, 2007, the total amount of
contract claims filed by the Company with various public entities was $19,084,311. Of this amount, the Company�s
portion was $15,088,871 and the balance of $3,995,440 pertains to other contractors� claims.
          Total claim amounts reported by the Company in its filings are approximate and are subject to revision as final
documentation, resolution of issues, settlements progress and/or payments are received. Relative to the
aforementioned claims, the Company has recorded $2,463,880 in cumulative claims receivable as of September 30,
2007 to offset a portion of costs incurred-to-date on the claims.
          The Company has not accrued a liability related to the contractors� claims as no liability would be deemed
payable if their portion of the claims did not receive a favorable outcome. Correspondingly, no receivable has been
recorded for overhead and profit included in their portion of the claims on the Company�s behalf.
          Although the Company believes that the claims receivable amounts represent a reasonably conservative
estimate, any claims proceeds ultimately paid to the Company less than the aggregate amount recorded on the balance
sheet of $2,463,880 will decrease earnings. Conversely, a payment for those same items in excess of $2,463,880 will
result in increased earnings.
          A common and customary practice in construction contracts is the owner�s withholding of a portion of the
contract in the form of retention. Retention practices vary from contract to contract, but in general, retention (usually
somewhere between 5% to 10% of the contract) is withheld from each progress payment by the owner and then paid
upon satisfactory completion of the contract. Contract proceeds comprising retention are included in the Company�s
balance sheet in accounts receivable. The portion of accounts receivable pertaining to retention withheld on the
contracts for which claims have been filed amounts to $879,763 as of September 30, 2007. The degree to which the
Company is successful in prosecuting its claims may also impact the amount of retention paid by the owner.
          The Company believes that all retention amounts currently being held by the owners on the contracts with
outstanding claims will be paid in full in accordance with the contract terms. Therefore, no allowance has been made
to reduce the receivables due from the retention on the disputed contracts.

Earnings per Share:
          Statement of Financial Accounting Standards No. 128, �Earnings per Share� (�SFAS 128�) provides for the
calculation of Basic and Diluted earnings per share. Basic earnings per share includes no dilution and is computed by
dividing income available to common shareholders by the weighted average number of common shares outstanding
for the period. Diluted earnings per share reflect the potential dilution of securities that could share in the earnings of
an entity.

Stock-Based Compensation:
          Both the Company and RMI have stock-based compensation plans. On January 1, 2006, the Company and RMI
adopted the fair value recognition provisions of Statement of Financial Accounting Standards No. 123 (revised 2004),
�Share-Based Payment� (�SFAS 123R�), using the modified prospective transition method. Under this transition method,
stock-based compensation expense for the first quarter of fiscal 2006 and thereafter, includes compensation expense
for all stock-based compensation awards granted prior to, but not yet vested as of January 1, 2006, based on the grant
date fair value estimated in accordance with the original provision of Statement of Financial Accounting Standards
No. 123, �Accounting for Stock-Based Compensation� (�SFAS 123�). Stock-based compensation expense for all
stock-based compensation awards granted after January 1, 2006 is based on the grant date fair value estimated in
accordance with the provisions of SFAS 123R. The Company and RMI recognize these compensation costs on a
straight-line basis over the requisite service period of the award, which is the option vesting term of three years.

8
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MEADOW VALLEY CORPORATION AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies and Use of Estimates (Continued):
Stock-Based Compensation (Continued):

          The Company and RMI estimate fair value using the Black-Scholes valuation model. Assumptions used to
estimate compensation expense are determined as follows:

� Expected term is primarily determined using a weighted average of the contractual term and vesting period of
the award;

� Expected volatility is measured using the average of historical daily changes in the market price of the
Company�s common stock over the expected term of the award;

� Risk-free interest rate is equivalent to the implied yield on zero-coupon U.S. Treasury bonds with a remaining
maturity equal to the expected term of the awards; and

� Forfeitures are based on the history of cancellations of awards granted by both companies and management�s
analysis of potential forfeitures.

Recent Accounting Pronouncements:
          In February 2007, the Financial Accounting Standards Board (�FASB�) issued SFAS No. 159, �The Fair Value
Option for Financial Assets and Financial Liabilities� (�SFAS 159�), which is effective for fiscal years beginning after
November 15, 2007. SFAS 159 permits entities to choose to measure many financial instruments and certain other
items at fair value. The objective is to improve financial reporting by providing entities with the opportunity to
mitigate volatility in reported earnings caused by measuring related assets and liabilities differently without having to
apply complex hedge accounting provisions. The Company does not expect SFAS 159 will have a material impact on
its condensed consolidated financial statements.
          In June 2007, the FASB ratified EITF 06-11 �Accounting for the Income Tax Benefits of Dividends on
Share-Based Payment Awards� (�EITF 06-11�). EITF 06-11 provides that tax benefits associated with dividends on
share-based payment awards be recorded as a component of additional paid-in capital. EITF 06-11 is effective, on a
prospective basis, for fiscal years beginning after December 15, 2007. The Company does not expect EITF 06-11 will
have a material impact on its condensed consolidated financial statements.
2. Stock-Based Compensation:
          The Company and RMI each have individual stock-based compensation plans. The Company�s accompanying
condensed consolidated financial statements and these related notes to financial statements have been presented on a
consolidated basis and therefore include RMI�s stock-based compensation information. The information in this Note 2
presents disclosures related to each of the Company�s and RMI�s individual stock-based compensation plans. Under the
sub-heading �Meadow Valley Corporation� of this note disclosure, the presented information is included only with
respect to the Company�s plan, with the exception of information presented that is directly related to the consolidation
of the accompanying financial statements and this information is indicated as �consolidated.� Under the sub-heading
�Ready Mix, Inc.� of this note disclosure, the presented information is only for RMI�s plan.

Meadow Valley Corporation:
          On January 1, 2006, the Company adopted the fair value recognition provisions SFAS 123R. The Company
recognizes expected tax benefits related to employee stock-based compensation as awards are granted and the
incremental tax benefit or liability when related awards are deductible.
          As of September 30, 2007, the Company has the following stock-based compensation plans:

Equity Incentive Plan
          In 2004, the Company adopted the 2004 Equity Incentive Plan (�2004 Plan�). The 2004 Plan permits the granting
of any or all of the following types of awards: (1) incentive and nonqualified stock options, (2) stock appreciation
rights, (3) stock awards, restricted stock and stock units, and (4) other stock or cash-based awards. In connection with
any award or any deferred award, payments may also be made representing dividends or their equivalent.
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MEADOW VALLEY CORPORATION AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2. Stock-Based Compensation (Continued):
          The 2004 Plan authorizes the issuance of up to 1,200,000 shares of the Company�s common stock, all of which
were previously reserved for issuance under the Company�s prior plan. Shares of the Company�s common stock
covered by an award granted under the 2004 Plan will not be counted as used unless and until they are actually issued
and delivered to a participant. As of September 30, 2007, 150,149 shares were available for future grant under the
2004 Plan. The common terms of the stock options have terms from five to ten years and may be exercised after
issuance as follows: 33.3% after one year of continuous service, 66.6% after two years of continuous service and
100% after three years of continuous service. The Company�s board of directors has full discretion to modify these
terms. The exercise price of each option is equal to the closing market price of the Company�s common stock on the
date of the grant.
          The Company uses the Black-Scholes option pricing model to estimate fair value of stock-based awards with
the following assumptions for prior awards of options:

Awards Granted
During

the Nine Months
Ended Awards Prior to

September 30, 2007 January 1, 2007
Dividend yield 0% 0%
Expected volatility 58.95% 23.94% - 82.23%
Weighted-average expected volatility 58.95% 50.04%
Risk-free interest rate 5.00% 5.00%
Expected life of options (in years) 5 3
Weighted-average grant-date fair value $ 7.67 $ 1.34
          The following table summarizes the Company�s stock option activity during the first nine months of fiscal 2007:

Weighted Average     
Weighted
Average Remaining Aggregate Aggregate

Exercise Price Contractual Fair Intrinsic
Shares per Share Term (1) Value Value (2)

Outstanding January 1, 2007 434,542 4.86 3.98 $ 818,371 $ 2,298,228
Granted 15,000 13.88 115,050
Exercised (35,098) 2.01 (42,377) 313,222
Forfeited or expired (80,000) 5.31 (80,800)

Outstanding September 30, 2007 334,444 5.02 4.06 $ 810,244 $ 2,205,721

Exercisable September 30, 2007 239,444 3.55 4.06 $ 349,594 $ 2,028,371

(1) Remaining
contractual term is
presented in years.

(2) The aggregate
intrinsic value is
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calculated as the
difference
between the
exercise price of
the underlying
awards            and
the closing price
of the Company�s
common stock for
the respective
dates presented,
for those awards
that have an
exercise price
currently below
the closing price
as of the
measurement date.
Awards with an
exercise price
above the closing
price as of the
measurement date
are considered to
have no intrinsic
value.

          A summary of the status of the Company�s nonvested shares as of September 30, 2007 and changes during the
nine months ended September 30, 2007 is presented below:

Weighted
Average

Grant-Date
Shares Fair Value

Nonvested stock options at January 1, 2007 95,000 $4.85
Granted 15,000 7.67
Vested (15,000) 7.67
Forfeited � �

Nonvested stock options at September 30, 2007 95,000 $4.85

10
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MEADOW VALLEY CORPORATION AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2. Stock-Based Compensation (Continued):
          During the nine months ended September 30, 2007 and 2006, the Company recognized consolidated
compensation expense of $521,703 and $210,464, respectively, of which $307,361 and $121,070, respectively, was
related to RMI�s stock-based compensation plan, and the Company recognized a tax benefit of $57,868 and $8,191,
respectively, related thereto. As of September 30, 2007, there was $345,526 of total unrecognized compensation cost,
net of $22,108 attributable to estimated forfeitures, related to nonvested stock options granted under the 2004 Plan.
That cost is expected to be recognized over the weighted average period of 2.05 years. During the nine months ended
September 30, 2007, 80,000 exercisable awards expired unexercised with a grant date fair value per share of $1.01 and
an aggregate grant date fair value of $80,800.
          During the nine months ended September 30, 2007 and 2006, 35,098 and 29,051 common stock options,
respectively, were exercised with aggregate intrinsic values of $313,222 and $265,811, respectively. Also during the
nine months ended September 30, 2007 and 2006, the Company received proceeds of $91,911 and $66,542,
respectively, as a result of the exercise of common stock options.

Ready Mix, Inc.:
          On January 1, 2006, RMI adopted the fair value recognition provisions of SFAS 123R. RMI recognizes
expected tax benefits related to employee stock based compensation as awards are granted and the incremental tax
benefit or liability when related awards are deductible.
          As of September 30, 2007, RMI has the following stock-based compensation plan:

Equity Incentive Plan
          In 2005, RMI adopted the 2005 Equity Incentive Plan (�2005 Plan�). The 2005 Plan permits the granting of any or
all of the following types of awards: (1) incentive and nonqualified stock options, (2) stock appreciation rights,
(3) stock awards, restricted stock and stock units, and (4) other stock or cash-based awards. In connection with any
award or any deferred award, payments may also be made representing dividends or their equivalent.
          RMI has reserved 675,000 shares of its common stock for issuance under the 2005 Plan. Shares of common
stock covered by an award granted under the 2005 Plan will not be counted as used unless and until they are actually
issued and delivered to a participant. As of September 30, 2007, 306,875 shares were available for future grant under
the 2005 Plan. The common terms of the stock options are five years and may be exercised after issuance as follows:
33.3% after one year of continuous service, 66.6% after two years of continuous service and 100% after three years of
continuous service. RMI�s board of directors has full discretion to modify these terms. The exercise price of each
option is equal to the closing market price of RMI�s common stock on the date of grant.
          RMI uses the Black Scholes option pricing model to estimate fair value of stock-based awards with the
following assumptions for the indicated periods:

Awards granted Awards granted
during the nine

months prior to
ended September 30,

2007 January 1, 2007
Dividend yield 0% 0%
Expected volatility 36.7% 21.4% - 39.1%
Weighted-average volatility 36.7% 26.6%
Risk-free interest rate 5.00% 5.00%
Expected life of options (in years) 5 3
Weighted-average grant-date fair value $ 5.21 $ 2.40

11

Edgar Filing: MEADOW VALLEY CORP - Form 10-Q

Table of Contents 19



Table of Contents

MEADOW VALLEY CORPORATION AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2. Stock-Based Compensation (Continued):
          The following table summarizes RMI�s stock option activity during the first nine months of fiscal 2007:

Weighted Average     
Weighted
Average Remaining Aggregate Aggregate

Exercise Price Contractual Fair Intrinsic
Shares per Share Term (1) Value Value (2)

Outstanding January 1, 2007 350,625 $ 10.90 3.65 $ 839,741
Granted 20,000 12.85 104,200
Exercised (2,000) 11.00 (3,900)
Forfeited or expired (2,500) 11.00 (4,875)

Outstanding September 30, 2007 366,125 $ 11.01 3.01 $ 935,166 $ 485,379

Exercisable September 30, 2007 176,667 $ 11.27 2.35 $ 315,408 $ 182,193

(1) Remaining
contractual term
is presented in
years.

(2) The aggregate
intrinsic value is
calculated as the
difference
between the
exercise price of
the underlying
awards and the
closing price of
RMI�s common
stock as of
September 30,
2007, for those
awards that
have an exercise
price currently
below the
closing price as
of
September 30,
2007. Awards
with an exercise
price above the
closing price as
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     A summary of the status of the RMI�s nonvested shares as of September 30, 2007 and changes during the nine
months ended September 30, 2007 is presented below:

Weighted
Average

Grant-Date
Shares Fair Value

Nonvested stock options at January 1, 2007 267,084 $2.51
Granted 20,000 5.21
Vested (95,126) 2.35
Forfeited (2,500) 1.95

Nonvested stock options at September 30, 2007 189,458 $2.74

          During the nine months ended September 30, 2007 and 2006, RMI recognized compensation expense of
$307,361 and $121,070, respectively, and a tax benefit of $57,148 and $7,648, respectively, related thereto. As of
September 30, 2007, there was $304,096 of total unrecognized compensation cost, net of $1,851 attributable to
estimated forfeitures, related to nonvested stock options granted under the 2005 Plan. That cost is expected to be
recognized over the weighted average period of 1.94 years. The total fair value of the 95,126 and 76,791 options that
vested during the nine months ended September 30, 2007 and 2006, respectively, was $146,496 and $149,742,
respectively. During the nine months ended September 30, 2007, 2,500 awards were forfeited, fair value per share of
$1.95, with a total fair value of $4,875.
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3. Notes Payable:
     Notes payable consist of the following:

September 30, December 31,
2007 2006

Balance of notes payable outstanding from year end $ 13,312,460 $ 18,732,010

Notes payable, interest rates ranging from 7.13% to 8.03%, with combined
monthly principal payments of $57,975 plus interest, due dates ranging from
February 28, 2012 to February 28, 2013, collateralized by equipment 3,567,773 �

Notes payable, interest rates ranging from 6.77% to 9.5% with combined
monthly payments of $5,875, due dates ranging from January 13, 2012 to
September 17, 2012, collateralized by vehicles 268,952 �

Note payable, non-interest bearing, with monthly payments of $588, due
February 29, 2012 (Less unamortized discount of $4,706 - effective rate of
7.5%), collateralized by a vehicle 31,165 �

17,180,350 18,732,010
Less: current portion (4,418,918) (4,837,628)

$ 12,761,432 $ 13,894,382

          Following are maturities of long-term debt as of September 30, 2007 for each of the following years:

2008 $ 4,418,918
2009 4,740,083
2010 3,589,978
2011 2,298,023
2012 900,327
Subsequent to 2012 1,233,021

$ 17,180,350

4. Lines of Credit:
          As of September 30, 2007, MVCI had a $3,000,000 line of credit loan agreement, with an interest rate at Chase
Manhattan Bank�s prime, plus .75%. The interest rate as of September 30, 2007 was 8.5%. The balance outstanding on
the line of credit as of September 30, 2007 was $250,000. The line of credit agreement allows for interest only
payments until December 31, 2008. If the agreement is not renewed by December 31, 2008 and a balance is
outstanding, then the line of credit converts into a term agreement requiring equal monthly principal plus interest
payments through December 31, 2011 and is collateralized by all of MVCI�s assets. Under the terms of the agreement,
the Company is required to maintain a certain level of tangible net worth, a ratio of total debt to tangible net worth and
earnings before interest, tax, depreciation and amortization (EBITDA). The Company and MVCI are also required to
maintain a minimum cash flow to current portion of long-term debt. As of September 30, 2007, the Company and
MVCI were compliant with these covenants.
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4. Lines of Credit (Continued):
          As of September 30, 2007, RMI had a $5,000,000 line of credit loan agreement, with an interest rate at Chase
Manhattan Bank�s prime, plus .25%. The interest rate as of September 30, 2007 was 8.0%. The balance outstanding on
the line of credit as of September 30, 2007 was $964,012. The line of credit agreement allows for interest only
payments until December 31, 2008. If the agreement is not renewed by December 31, 2008 and a balance is
outstanding, then the line of credit converts into a term agreement requiring equal monthly principal plus interest
payments through December 31, 2011 and is collateralized by all of RMI�s assets. Under the terms of the agreement,
the Company is required to maintain a certain level of tangible net worth, a ratio of total debt to tangible net worth,
and earnings before interest, tax, depreciation and amortization (EBITDA). The Company and RMI are also required
to maintain a minimum ratio of cash flow to current portion of long term debt. As of September 30, 2007, the
Company and RMI were compliant with these covenants.
          As of September 30, 2007, MVCI had a line of credit in the amount of $2,023,102, with an interest rate at Chase
Manhattan Bank�s prime, plus .75%. The interest rate as of September 30, 2007 was 8.5%. The balance outstanding on
the line of credit as of September 30, 2007 was $315,669. The line of credit agreement allows for interest only
payments until December 31, 2007. Then the line of credit converts into a term agreement requiring equal monthly
principal plus interest payments through December 31, 2010 and is collateralized by all of MVCI�s assets. Under the
terms of the agreement, the Company is required to maintain a certain level of tangible net worth, a ratio of total debt
to tangible net worth and earnings before interest, tax, depreciation and amortization (EBITDA). The Company and
MVCI are also required to maintain a minimum cash flow to current portion of long-term debt. As of September 30,
2007, the Company and MVCI were compliant with these covenants.
          In addition to such lines of credit agreements, the Company and RMI have each established capital expenditure
commitments in the amounts of $5,000,000 and $10,000,000, respectively. The purpose of these commitments is to
fund certain acquisitions of capital equipment that the Company and RMI may need to improve capacity or
productivity. As of September 30, 2007, the Company and RMI had approximately $2,400,000 and $1,760,000,
respectively, available to draw against under such commitments.
5. Commitments:
          During the nine months ended September 30, 2007, the Company extended one of its office leases with a
monthly payment of $9,740. The Company also entered into various lease agreements for office equipment and
machinery with a combined monthly payment of $10,463. Minimum future rental payments under the non-cancelable
operating leases entered into during the nine months ended September 30, 2007, for each of the following years are:

2008 $ 239,180
2009 234,630
2010 176,191
2011 114,708
2012 101,145

$ 865,854

          The Company has agreed to indemnify its officers and directors for certain events or occurrences arising as a
result of the officers or directors serving in such capacity. The term of the indemnification period is for the officer�s or
director�s lifetime. The maximum potential amount of future payments the Company could be required to make under
these indemnification agreements is unlimited. However, the Company has a directors� and officers� liability insurance
policy that enables it to recover a portion of any future amounts paid up to $10 million. As a result of its insurance
policy coverage and no current or expected litigation, the Company believes the estimated fair value of these
indemnification agreements is minimal and has not recorded liabilities for these agreements as of September 30, 2007.
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5. Commitments (Continued):
          The Company enters into agreements with other companies in the ordinary course of business, typically with
business partners, customers, landlords, lenders and lessors, which include indemnification provisions. Under these
provisions the Company generally indemnifies and holds harmless the indemnified party for losses suffered or
incurred by the indemnified party as a result of the Company�s activities or, in some cases, as a result of the
indemnified party�s activities under the agreement. The maximum potential amount of future payments the Company
could be required to make under these indemnification provisions is unlimited. The Company has not incurred
material costs to defend lawsuits or settle claims related to these indemnification agreements. As a result, the
Company believes the estimated fair value of these agreements is minimal. Accordingly, the Company has no
liabilities recorded for these agreements as of September 30, 2007.
6. Statement of Cash Flows:

Non-Cash Investing and Financing Activities:
          The Company recognized investing and financing activities that affected assets and liabilities, but did not result
in cash receipts or payments. These non-cash activities are as follows:
          During the nine months ended September 30, 2007 and 2006, the Company financed the purchase of equipment
in the amount of $2,631,933 and $4,785,794, respectively.
          During the nine months ended September 30, 2007 and 2006, the Company incurred $521,703 and $210,464,
respectively, in stock-based compensation expense associated with stock option awards granted to employees,
directors and consultants.
          During the nine months ended September 30, 2007 and 2006, the Company realized income tax benefits of
$86,085 and $56,698, respectively, as a result of disqualifying dispositions of incentive stock options and exercises of
nonqualified stock options, which is included in income taxes payable and additional paid-in capital.
7. Litigation and Claim Matters:
          The Company is a party to legal proceedings in the ordinary course of its business. With the exception of the
matters detailed below, the Company believes that the nature of these proceedings (which generally relate to disputes
between the Company and its subcontractors, material suppliers or customers regarding payment for work performed
or materials supplied) are typical for a construction firm of its size and scope, and no other pending proceedings are
deemed to be materially detrimental and some claims may prove beneficial to its financial condition.
          The following proceedings represent matters that may be material and have been referred to legal counsel for
further action:
Requests for Equitable Adjustment to Construction Contracts. The Company or its subsidiaries has made claims as
described below on the following contracts:

(1) Two contracts with the New Mexico State Highway and Transportation Department � The approximate total
value of claims on these projects is $12.0 million of which $8.3 million is on behalf of MVCI and the
balance of $3.7 million is on behalf of the prime contractor or subcontractors. The primary issues are
changed conditions, plan errors and omissions, contract modifications and associated delay costs. In
addition, the projects were not completed within the adjusted contract time because of events giving rise to
the claims. The prosecution of the claims will include the appropriate extensions of contract time to offset
any potential liquidated damages. The trial date has been re-scheduled for February 2008.
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7. Litigation and Claim Matters (Continued):

(2) Clark County Public Works, Clark County, Nevada � Previously, the Company had several claims against
Clark County related to work that was performed on a project completed in 2000. The Company settled with
Clark County on all but one of the claims in 2006. The remaining claim, which we refer to as the Shoring
Entitlement claim, was asserted by a subcontractor on the project. A significant portion of the claim was
rejected in 2004 by a three-member arbitration panel in a partial ruling of the original claim. Because of this
ruling, the Company has not included amounts related to this claim in any of its disclosures surrounding
outstanding claims amounts. MVCI filed with the District Court a Notice of and Motion to Vacate
Arbitration Award on the Shoring Entitlement. The motion was denied by the District Court and on
February 7, 2005 MVCI filed an appeal to the Nevada Supreme Court, which was denied in July 2007. The
Company does not expect to pursue any further action on this claim.

(3) Federal Highway Administration � The approximate total value of claims on this project is $7.1 million, of
which $6.8 million is on behalf of MVCI and the balance of $0.3 million is on behalf of a subcontractor. The
primary issues are unforeseen conditions, changed conditions, plan errors and omissions, contract
modifications and associated delay costs. In addition, the projects were not completed within the adjusted
contract time because of events giving rise to the claims. On September 18, 2006 MVCI submitted a formal
claim with the Federal Highway Administration and on September 28, 2007, the Federal Highway
Administration denied all claims submitted. MVCI is now preparing its claims for litigation through the
appropriate court.

          The combined total of all outstanding claims as of September 30, 2007 is $19,084,311. MVCI�s portion of the
total claims is $15,088,871 and the balance pertaining to a prime contractor or subcontractors� claims is $3,995,440.
Total claim amounts reported by MVCI are approximate and are subject to revision as final documentation progresses
and as issues are resolved and/or payments made. Claim amounts do not include any prejudgment interest, if
applicable. Relative to the aforementioned claims, MVCI has recorded $2,463,880 in cumulative claims receivable to
offset a portion of costs incurred to date on the claims.
          MVCI has not accrued a liability related to the prime contractor or subcontractors� claims as no liability would
be deemed payable if their portion of the claims did not receive a favorable final outcome. Correspondingly, no
receivable has been recorded for overhead and profit included in their portion of the claims on MVCI�s behalf.
          Although MVCI believes that the claims receivable amount represents a reasonably conservative posture, any
claims proceeds ultimately paid to MVCI less than the aggregate amount recorded on the balance sheet of $2,463,880,
will decrease earnings. Conversely, a payment for those same items in excess of $2,463,880 will result in increased
income.
          The portion of accounts receivable pertaining to retention withheld on the contracts for which claims have been
filed amounts to $879,763. The degree to which MVCI is successful in prosecuting its claims may also impact the
amount of retention paid by the owner. MVCI believes that all retention amounts currently being held by the owners
on the contracts with outstanding claims will be paid in full in accordance with the contract terms. Therefore, no
allowance has been made to reduce the receivables due from the retention on the disputed contracts.
Lawsuits Filed Against Meadow Valley Contractors, Inc.

(1) Johnson & Danley Construction Co., Inc. (�JDCC�), J.D. Materials, Inc. (�JDM�) and Joel T. Danley (�Danley�)
(collectively �J&D�), Twelfth Judicial District, District of New Mexico � JDCC was the prime contractor and
MVCI was a subcontractor to JDCC on one of the two contracts involved in MVCI�s disputes with the state
of New Mexico. JDCC was also a subcontractor to MVCI on other contracts in New Mexico. JDM is the
owner of an aggregate pit in Alamogordo, NM and leased the pit to MVCI under a mineral lease agreement.
Danley is believed to be an officer and owner of JDCC and JDM. JDCC filed for Chapter 11 bankruptcy
protection, which in accordance with the contract,
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7. Litigation and Claim Matters (Continued):
resulted in the termination of its contract with the New Mexico State Highway and Transportation
Department (�NMSHTD�). The payment and performance bonds supplied by JDCC in connection with the one
contract for which JDCC was the prime contractor had been furnished by MVCI�s surety companies. MVCI
indemnified the surety companies against losses and claims on the one contract. Upon JDCC�s termination,
the NMSHTD entered into a takeover agreement with the surety companies who subsequently entered into
an agreement with MVCI to complete the work. MVCI has successfully completed the projects. In its
complaint, J&D alleged, among other things, that MVCI was partially responsible for J&D�s bankruptcy and
sought damages in an undetermined amount. On February 10, 2003, J&D and MVCI entered into a
settlement agreement for mutual consideration whereby the two parties dismissed their claims and
counterclaims in their entirety. The parties have agreed to jointly prosecute their respective claims against
the NMSHTD.

(2) MVCI is defending a claimed preference, in the Third Judicial Court of Salt Lake County, in connection
with a payment made to it by an insurance company, Southern America Insurance Company, in the
approximate amount of $100,000. MVCI believes that the payment is not a preference, and is vigorously
defending the action.

(3) MVCI, through its insurance company, is providing a defense to the State of Arizona, pursuant to its
obligations under its contract, for a complaint brought by the parents of Corey James and Michelle James in
the Superior Court of the State of Arizona, in and for the County of Pinal. The Complaint, No. CV00400744,
was filed on July 9, 2004. The complaint is a civil action titled John James, the Father of Decedent Corey
James, Donna James, the mother of Decedent Corey James, Marjorie Surine, the Mother of Decedent
Michelle James and Joseph Burkhamer, the Father of Decedent Michelle James, Plaintiffs, vs. The State of
Arizona, a Body Politic; John Does and Jane Does 1-10; ABC Companies 1-5; and Black and White
Corporations, Partnerships and/or Sole proprietorships 1-10, or Other Entities, Defendants. The complaint
seeks damages from the State of Arizona for losses suffered by the plaintiffs as a result of a traffic accident.
In January of 2006, Joseph Burkhamer, the father of decedent Michelle James, was dismissed from the
complaint. MVCI denies responsibility for the accident and is vigorously defending the action. MVCI is
unable to ascertain if any loss is probable or even estimatable and accordingly, has not accrued a liability
related to this complaint as of September 30, 2007.

8. Earnings per Share:
     Statement of Financial Accounting Standards No. 128, �Earnings per Share,� provides for the calculation of Basic
and Diluted earnings per share. Basic earnings per share includes no dilution and is computed by dividing income
available to common shareholders by the weighted average number of common shares outstanding for the period.
Diluted earnings per share reflect the potential dilution of securities that could share in the earnings of an entity, as set
forth below:

Nine months ended Three months ended
September 30, September 30,

2007 2006 2007 2006
Weighted average common shares outstanding 5,126,690 4,160,646 5,130,980 4,165,760
Dilutive effect of:
Stock options and warrants 180,178 315,348 179,468 304,481

Weighted average common shares outstanding
assuming dilution 5,306,868 4,475,994 5,310,448 4,470,241
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8. Earnings per Share (Continued):
     All dilutive common stock equivalents are reflected in our earnings per share calculations. Anti-dilutive common
stock equivalents are not included in our earnings per share calculations. The Company had anti-dilutive common
stock equivalents as of September 30, 2007 as described below.
     The Company�s diluted net income per common share at September 30, 2007 is computed based on the weighted
average number of shares of common stock outstanding during the period and the weighted average number of shares
underlying options and warrants to purchase 400,064 common shares at a range of $1.46 to $12.60. The weighted
average number of shares underlying options to purchase 15,000 shares at $13.88 per share were outstanding at
September 30, 2007, but were not included in the computation of diluted net income per common shares because the
options� exercise price was greater than the average market price of the common share.
     Options to purchase 465,138 common shares of the Company at a range of $1.46 to $9.38 per share were
outstanding during 2006.
9. Income Taxes:
     The Company�s effective tax rate is based on expected income, statutory tax rates and tax planning opportunities
available in the various jurisdictions in which it operates. For interim financial reporting, in accordance with APB
Opinion No. 28, the Company estimates the annual tax rate based on projected taxable income for the full year and
records a quarterly income tax provision in accordance with the anticipated annual rate. As the year progresses, we
refine the estimates of the year�s taxable income as new information becomes available, including year-to-date
financial results. This continual estimation process can result in a change to the expected effective tax rate for the
year. When this occurs, the Company adjusts the income tax provision during the quarter in which the change in
estimate occurs so that the year-to-date provision reflects the expected annual tax rate. Significant judgment is
required in determining the Company�s effective tax rate and in evaluating our tax positions.
     The effective income tax rate of approximately 37% for the nine months ended September 30, 2007 differed from
the statutory rate, due primarily to state income taxes and non-deductible stock based compensation expense
associated with employee incentive stock options. The effective income tax rate of approximately 37% for the nine
months ended September 30, 2006 differed from the statutory rate, due primarily to state income taxes.
10. Subsequent Events:
     In October 2007, MVCI amended its revolving line of credit with Wells Fargo Equipment Finance, Inc. MVCI
consolidated its two lines of credit totaling $5,023,102 into one line of credit in the amount of $10,000,000. MVCI
also reduced its governing interest rate on its credit line from .75% plus prime rate to .25% plus prime rate. Other
terms amended included the extension of the term from December 31, 2007 to January 31, 2009 and payments due for
balances owed at the end of the term are to begin February 28, 2009 instead of January 31, 2008.
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11. Segment Information:
     The Company manages and operates three segments � construction services, construction materials and construction
materials testing. The construction services segment provides construction services to a broad range of public and
some private customers primarily in southern Nevada and Arizona. Through this segment, the Company performs
heavy civil construction such as the construction of bridges and overpasses, channels, roadways, highways and airport
runways. The construction materials segment manufactures and distributes ready mix concrete and sand and gravel
products in the Las Vegas, Nevada and Phoenix, Arizona markets. Material customers include concrete
subcontractors, prime contractors, homebuilders, commercial and industrial property developers, pool builders and
homeowners. The construction materials segment operates out of three locations in the Las Vegas, Nevada vicinity,
one location in the Moapa, Nevada vicinity and three locations in the Phoenix, Arizona vicinity. The construction
materials testing segment provides materials testing services to the broader construction industry in the Las Vegas,
Nevada area.

Nine Months Ended September 30,
2007 2006

Construction Construction

(dollars in thousands) Services Materials
Materials
Testing Services Materials

Materials
Testing

Gross revenue $94,925 $61,958 $ 986 $81,991 $64,722 $ 331
Intercompany revenue � (1,438) (240) (1,052) (173) (48)
Cost of revenue 87,271 56,385 1,084 75,925 57,287 273
Interest income 880 284 � 329 297 �
Interest expense (86) (110) � (131) (116) �
Depreciation and
amortization 1,996 3,231 14 1,813 2,636 4
Income (loss) before
income taxes and minority
interest in consolidated
subsidiary 3,109 2,511 (509) 1,906 4,336 (87)
Income tax benefit
(expense) (1,119) (958) 183 (684) (1,596) 31
Income (loss) before
minority interest in
consolidated subsidiary 1,989 1,554 (326) 1,222 2,739 (56)
Minority interest in
consolidated subsidiary � (724) � � (1,282) �
Net income (loss) 1,989 830 (326) 1,222 1,457 (56)
Total assets 54,685 47,581 435 52,536 48,379 742
     There are no differences in accounting principles between the segments. All centrally incurred costs are allocated
to the construction services segment. Beginning in 2005, a management fee is allocated to the materials segment in the
amount of $22,000 per month. Intercompany revenue is eliminated at cost to arrive at consolidated revenue and cost
of revenue.

19

Edgar Filing: MEADOW VALLEY CORP - Form 10-Q

Table of Contents 30



Table of Contents

Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations
Forward-Looking Statement Disclosure
     This Quarterly Report on Form 10-Q and the documents we incorporate by reference herein include
forward-looking statements. All statements other than statements of historical facts contained in this Form 10-Q and
the documents we incorporate by reference, including statements regarding our future financial position, business
strategy and plans and objectives of management for future operations, are forward-looking statements. The words
�believe,� �may,� �estimate,� �continue,� �anticipate,� �intend,� �should,� �plan,� �could,� �target,� �potential,� �is likely,� �will,� �expect� and
similar expressions, as they relate to us, are intended to identify forward-looking statements within the meaning of the
�safe harbor� provisions of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities
Exchange Act of 1934, as amended. We have based these forward-looking statements largely on our current
expectations and projections about future events and financial trends that we believe may affect our financial
condition, results of operations, business strategy and financial needs.
     These forward-looking statements are subject to a number of risks, uncertainties and assumptions described in �Risk
Factors� in our Annual Report on Form 10-K for the fiscal year ended December 31, 2006, and any changes thereto in
Part II, Item 1A �Risk Factors� of this Form 10-Q. In addition, our past results of operations do not necessarily indicate
our future results. Moreover, the construction services and construction materials segments of our business are very
competitive and rapidly changing. New risk factors emerge from time to time and it is not possible for us to predict all
such risk factors, nor can we assess the impact of all such risk factors on our business or the extent to which any risk
factor, or combination of risk factors, may cause actual results to differ materially from those contained in any
forward-looking statements.
     Except as otherwise required by applicable laws, we undertake no obligation to publicly update or revise any
forward-looking statements or the risk factors described in this Quarterly Report on Form 10-Q or in the documents
we incorporate by reference, whether as a result of new information, future events, changed circumstances or any
other reason after the date of this Quarterly Report on Form 10-Q. You should not rely upon forward-looking
statements as predictions of future events or performance. We cannot assure you that the events and circumstances
reflected in the forward-looking statements will be achieved or occur. Although we believe that the expectations
reflected in the forward-looking statements are reasonable, we cannot guarantee future results, levels of activity,
performance or achievements.
General
     The following is management�s discussion and analysis of certain significant factors affecting our financial position
and operating results during the periods included in the accompanying condensed consolidated financial statements.
Except for the historical information contained herein, the matters set forth in this report are forward-looking
statements.
     Revenue on uncompleted fixed price contracts is recorded under the percentage-of-completion method of
accounting. We begin to recognize revenue on our contracts when we first incur direct costs. Contracts often involve
work periods in excess of one year and revisions in cost and profit estimates during construction are reflected in the
accounting period in which the facts that require the revisions become known. Losses on contracts, if any, are
provided for in total when determined, regardless of the percent complete.
     In general, labor, equipment and disposable materials tend to be the types of costs with the greatest uncertainty,
and, therefore, have the greatest risk of variation from budgeted costs. Permanent materials and subcontract costs tend
to be more predictable and, to a greater degree, can be fixed for the duration of the contract, thus have less risk of
variation from the original estimate. We have avoided material deterioration of profit margins due to untimely
delivery of important construction materials or from rapidly rising costs of the same, and from minor cost overruns
due to rising costs of raw materials in our construction services segment. A significant and unforeseen rise in the cost
of crude oil could negatively impact our performance. Likewise, prolonged shortages of raw materials could delay
progress on projects, cause cost overruns and potentially erode profit margins.
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Overview
     This quarter�s results reflect how the two primary factors discussed in last quarter�s Quarterly Report on Form 10-Q
have created a contrasting swing. The continuing degradation of the housing sector and related credit issues has had a
much larger negative impact on our materials segment than we previously expected. At the same time, the services
segment�s increased contract backlog at the beginning of the year and the quarter ended September 30, 2007 has
provided a foundation for the positive growth in that segment�s revenue and profit. As a result, comparing this year to
last year, consolidated revenue increased 7.1% year-to-date and 6.2% for this year�s 3rd quarter. This general upward
trend is due to the growth of the services segment outpacing the decline of the materials segment. Services segment
revenue increased 17.3% year-to-date from last year and 15.6% for this year�s 3rd quarter compared to last year�s 3rd
quarter and helped offset the materials segment�s 6.2% decline in year-to-date revenue compared to last year and 8.6%
decline for the this year�s 3rd quarter revenue compared to last year. Our gross profit was similarly affected in that the
services segment helped offset the declines in the materials segment. Compared to last year, consolidated gross profit
declined 3.2% year-to-date and increased 8.3% for the 3rd quarter. Gross profit from the services segment increased
26.2% year-to-date and 57.5% for the 3rd quarter when compared to the same periods last year. For the first nine
months of this year, the services segment gross margin improved from last year�s 7.5% to 8.1% and comparing this
year�s 3rd quarter to last year�s 3rd quarter, gross margin improved from 6.7% to 9.1% reflecting the satisfactory
execution of our existing contracts. The materials segment gross profit declined 25.0% year-to-date and 42.0% in the
3rd quarter when compared to the same periods of last year. For the first nine months of this year gross margin for the
materials segment fell from 11.5% to 9.2% and in the 3rd quarter, margin decreased from 9.4% last year to 6.0% this
year. The decline in the materials segment gross profit and gross margin continues to be caused by reduced demand
for our product, increased raw materials costs, increased fixed costs from expanded capacity and downward pressure
in pricing. Increased general and administrative costs caused income from operations to fall 32.9% year-to-date and
22.2% for the 3rd quarter when compared to the same periods last year.
     The construction industry is cyclical. Non-residential construction spending has historically lagged residential
spending. Over the past few quarters, as the residential sector has declined, the non-residential sector has helped
sustain the demand for our products and services. We can not determine if or when the non-residential sector may
begin to track the residential sector�s decline, we only know that historically it has. If the non-residential sector should
decline significantly before the housing sector begins to improve, the industry may be facing more serious challenges.
During such times in previous construction cycles, public works have been affected less than other sectors of the
construction industry. We believe that through our services segment�s participation in the public works sector,
assuming we are capable of maintaining our historical contract win rate, we may be able to minimize the overall affect
on our performance of the current construction cycle. The amount of public works available for bidding remains
strong and with our increased bonding capacity, we are capable of taking on bidding opportunities that were not
previously available to us. Our current bid statistics indicate the high level of bidding activity we are currently
experiencing. During this year�s 3rd quarter, we bid on nearly $320 million of new work, winning 24% of the number
of projects and 12% of the dollar value of the contracts. This compares to nine months� bidding activity in 2007
totaling $620 million of which we have won nearly 25% of the number of projects bid and 17% of the contract value.
Our backlog, as of September 30, 2007, was $88.8 million, down from $100.7 million a year ago. Due to our
continuing satisfactory project performance and the strength of our balance sheet, our total bonding capacity is
$200 million with a single project limit of $75 million. This level of bonding capacity permits us the opportunity to
increase our backlog and continue building momentum in our services segment even in the current phase of this
construction cycle.
     Notwithstanding the current cyclical conditions, the underlying primary drivers that ultimately affect long term
demand for our products and services are population and job growth. Both population and job growth are continuing
at expected rates. We believe that the timing and location of our materials segment�s expanded production facilities
will ultimately prove to be wise investments based upon the anticipated long term growth of our markets. In addition,
both the current and long term outlook for demand of our infrastructure construction capabilities is very favorable.
     In addition to these items, we feel it necessary to further discuss overall increases in general and administrative
expenses in more detail, both for the nine months ended and the three months ended September 30, 2007 when
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expenses increased approximately $1.5 million or 19%, and for the three months ended September 30, 2007, general
and administrative expenses increased approximately $.7 million or 30% over the same respective
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periods of 2006. The reasons for the increased costs vary to degree, but their nature is consistent over the respective
periods.
     In May 2006, we purchased and began operating the materials testing segment. This segment�s general and
administrative expenses increased approximately $266,000 or 183% for the nine months ended September 30, 2007
when compared to the same period for 2006.
     Also, since August 2006, three institutional shareholders have expressed opinions about the Company and its
strategic plans. After considering and evaluating these views as well as input from outside counsel, the board of
directors retained Alvarez & Marsal Securities, LLC (�A&M�) as an advisor to review the Company�s strategic
alternatives. Following a thorough review involving the board, outside legal counsel and A&M, the board decided that
shareholder value can be better maximized through steady operational growth that includes acquisition or merger
growth. To this end, our board authorized the purchase of additional common stock shares of our majority owned
subsidiary, Ready Mix, Inc. (�RMI�), as already disclosed in our previously filed Current Reports on Form 8-K,
Schedule 13D and subsequent Schedule 13D/A�s. Specific to the purchase of these shares of common stock, we
incurred investment banking and advisory fees of approximately $758,000 during the 3rd quarter of 2007. In
conjunction with our efforts to purchase RMI common stock, a special committee of the RMI board of directors was
created with separate legal counsel and advisors whose fees totaled approximately $376,000 for the nine months
ended September 30, 2007. We only expect these costs to be recurring to the extent that we execute additional
strategic alternatives that our board has fully examined and to the extent we feel we need to address additional
shareholder concerns.
Critical Accounting Policies, Estimates and Judgments
     Significant accounting policies are described in the audited consolidated financial statements and notes thereto
included in our Annual Report on Form 10-K for the year ended December 31, 2006. We believe our most critical
accounting policies are revenue recognition and cost estimation on certain contracts for which we use a
percentage-of-completion accounting method, our allowances for doubtful accounts, our inventory allowance, the
valuation of property and equipment, and our accounting policies on contingencies, income taxes and the valuation of
stock-based compensation. The revenue recognition and cost estimation accounting method is applied by our
construction services segment to heavy construction projects executed under multi-year contracts with various
customers.
     Revenue and costs from fixed-price and modified fixed-price construction contracts are recognized for each
contract on the percentage-of-completion method, measured by the percentage of costs incurred to date to the
estimated total of direct costs. Direct costs include, among other things, direct labor, field labor, equipment rent,
subcontracting, direct materials, and direct overhead. General and administrative expenses are accounted for as period
costs and are, therefore, not included in the calculation of the estimates to complete construction contracts in progress.
Project losses are recognized in the period in which such losses are determined, without reference to the
percentage-of-completion. As contracts can extend over one or more accounting periods, revisions in costs and
earnings estimated during the course of the work are reflected during the accounting period in which the facts that
required such revisions become known.
     The asset �costs and estimated earnings in excess of billings on uncompleted contracts� represents revenue
recognized in excess of amounts billed. The liability �billings in excess of costs and estimated earnings on uncompleted
contracts� represents billings in excess of revenues recognized.
     The complexity of the estimation process and all issues related to the assumptions, risks and uncertainties inherent
with the application of the percentage-of-completion method of accounting affects the amounts reported in our
condensed consolidated financial statements. A number of internal and external factors affect our
percentage-of-completion estimates, including labor rate and efficiency variances, estimated future material prices and
customer specification changes. If our business conditions were different, or if we used different assumptions in the
application of this accounting policy, it is likely that materially different amounts would be reported in our condensed
consolidated financial statements.
     We are required to estimate the collectibility of our accounts receivable. A considerable amount of judgment is
required in assessing the realization of these receivables, including the current credit worthiness of each customer and
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percentages applied to certain aged receivable categories and percentages of certain types of revenue generated, as
well as a review of the individual accounts outstanding and our collection history. Should our estimate for the
provision of bad debt not be sufficient to allow for the write-off of future bad debts, we will incur additional bad debt
expense, thereby reducing net income in a future period. If, on the other hand, we determine in the future that we have
over estimated our provision for bad debt we will reduce bad debt expense, thereby increasing net income in the
period in which the provision for bad debt was over estimated.
     We are required to state our inventories at the lower of cost or market. In assessing the ultimate realization of
inventories, we are required to make judgments as to the future demand requirements and compare these with the
current inventory levels. Our reserve requirements generally increase as our projected demand requirements decrease
due to market conditions and longer than expected usage periods. At September 30, 2007 and December 31, 2006,
inventories of $1,409,790 and $1,366,534, respectively, are net of reserves of $199,936 and $200,000, respectively. It
is possible that significant changes in required inventory reserves may occur in the future if there are changes in
market conditions or market activity.
     We are required to provide property and equipment net of depreciation and amortization expense. We expense
depreciation and amortization utilizing the straight-line method over what we believe to be the estimated useful lives
of the assets. Leasehold improvements are amortized over their estimated useful lives or the lease term, whichever is
shorter. The life of any piece of equipment can vary, even within the same category of equipment, due to the quality
of the maintenance, care provided by the operator and the general environmental conditions, such as temperature,
weather severity and the terrain in which the equipment operates. We maintain, service and repair a majority of our
equipment through the use of our mechanics. If we inaccurately estimate the life of any given piece of equipment or
category of equipment we may be overstating or understating earnings in any given period.
     We also review our property and equipment for impairment whenever events or changes in circumstances indicate
that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held and used is measured
by a comparison of the carrying amount of an asset to future net cash flows expected to be generated by the asset. If
such assets are considered to be impaired, the impairment recognized is measured by the amount by which the
carrying amount of the assets exceeds the fair value of the assets. Impairments are recognized in the period during
which they are identified. Assets to be disposed of are reported at the lower of the carrying amount or fair value less
costs to sell.
     We are required to estimate our income taxes in each jurisdiction in which we operate. This process requires us to
estimate the actual current tax exposure together with assessing temporary differences resulting from differing
treatment of items for tax and financial reporting purposes. These temporary differences result in deferred tax assets
and liabilities on our balance sheets. We must calculate the blended tax rate, combining all applicable tax
jurisdictions, which can vary over time as a result of the allocation of taxable income between the tax jurisdictions and
the changes in tax rates. We must also assess the likelihood that the deferred tax assets, if any, will be recovered from
future taxable income and, to the extent recovery is not likely, must establish a valuation allowance. This assessment
is complicated by the fact that we are required to consolidate our subsidiaries for financial reporting purposes, while
being separately reported for tax purposes. As of September 30, 2007, we had total deferred tax assets of $.7 million
with no valuation allowance and total deferred tax liabilities of $3.0 million. The deferred tax asset does not contain a
valuation allowance as we believe we will be able to utilize the deferred tax asset through future taxable income.
     Furthermore, we are subject to periodic review by domestic tax authorities for audit of our income tax returns.
These audits generally include questions regarding our tax filing positions, including the amount and timing of
deductions and the allocation of income among various tax jurisdictions. In evaluating the exposures associated with
our various tax filing positions, including federal and state taxes, we believe we have complied with the rules of the
service codes and therefore have not recorded reserves for any possible exposure. Typically the taxing authorities can
audit the previous three years of tax returns and in certain situations audit additional years, therefore a significant
amount of time may pass before an audit is conducted and fully resolved. Although no audits are currently being
conducted, if a taxing authority would require us to amend a prior years tax return we would record the increase or
decrease in our tax obligation in the period in which it is more likely than not to be realized.
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     On January 1, 2006, we adopted the fair value recognition provisions of SFAS 123R using the modified
prospective transition method. Under this method we recognize compensation expense for all share-based payments
granted after January 1, 2006 and prior to but not yet vested as of January 1, 2006, in accordance with SFAS 123R
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using Black-Scholes option valuation model. Under the fair value recognition provisions of SFAS 123R, we recognize
stock-based compensation net of an estimated forfeiture rate and only recognize compensation cost for those shares
expected to vest on a straight-line basis over the requisite service period of the award. Prior to SFAS 123R adoption,
we accounted for share-based payments under APB 25 and accordingly, did not recognize compensation expense for
options granted that had an exercise price equal to the market value of the underlying common stock on the date of
grant.
     Determining the appropriate fair value model and calculating the fair value of share-based payment awards requires
the input of highly subjective assumptions, including the expected life of the share-based payment awards and stock
price volatility. The assumptions used in calculating the fair value of share-based payment awards represent
management�s best estimates, but these estimates involve inherent uncertainties and the application of management
judgment. As a result, if factors change and we use different assumptions, our stock-based compensation expense
could be materially different in the future. In addition, we are required to estimate the expected forfeiture rate and only
recognize expense for those shares expected to vest. If our actual forfeiture rate is materially different from our
estimate, the stock-based compensation expense could be significantly different from what we have recorded in the
current period. See Note 2 to the condensed consolidated financial statements for a further discussion on stock-based
compensation.
     As discussed elsewhere in this filing, we disclose various litigation and claims matters. These issues involve
significant estimates and judgments, which may materially change in future periods due to change in circumstances.
New Accounting Pronouncements
     In February 2007, the FASB issued SFAS No. 159, �The Fair Value Option for Financial Assets and Financial
Liabilities� (�SFAS 159�), which is effective for fiscal years beginning after November 15, 2007. SFAS 159 permits
entities to choose to measure many financial instruments and certain other items at fair value. The objective is to
improve financial reporting by providing entities with the opportunity to mitigate volatility in reported earnings
caused by measuring related assets and liabilities differently without having to apply complex hedge accounting
provisions. We do not expect SFAS 159 will have a material impact on our financial statements.
     In June 2007, the FASB ratified EITF 06-11 �Accounting for the Income Tax Benefits of Dividends on Share-Based
Payment Awards� (�EITF 06-11�). EITF 06-11 provides that tax benefits associated with dividends on share-based
payment awards be recorded as a component of additional paid-in capital. EITF 06-11 is effective, on a prospective
basis, for fiscal years beginning after December 15, 2007. We do not expect EITF 06-11 will have a material impact
on our financial statements.
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Results of Operations
     The following table sets forth, for the nine months and three months ended September 30, 2007 and 2006, certain
items derived from the Company�s condensed consolidated statements of operations and the corresponding percentage
of total revenue for each item:

Nine months ended September 30, Three months ended September 30,
2007 2006 2007 2006

(dollars in thousands) (Unaudited) (Unaudited)
Revenue:
Construction services $ 94,925 60.8% $ 80,939 55.5% $ 35,863 65.3% $ 31,032 60.0%
Construction materials 60,520 38.7% 64,549 44.3% 18,706 34.1% 20,458 39.6%
Construction materials
testing 746 0.5% 283 0.2% 322 0.6% 214 0.4%

Total revenue 156,191 100.0% 145,771 100.0% 54,891 100.0% 51,704 100.0%

Gross profit 13,129 8.4% 13,558 9.3% 4,378 8.0% 4,043 7.8%
General and
administrative
expenses 9,283 5.9% 7,822 5.4% 3,060 5.6% 2,350 4.5%

Income from
operations 3,846 2.5% 5,736 3.9% 1,317 2.4% 1,693 3.3%
Interest income 1,164 0.7% 626 0.4% 396 0.7% 267 0.5%
Interest expense (196) -0.1% (247) -0.2% (50) -0.1% (93) -0.2%
Other income
(expense) 298 0.2% 40 0.0% 132 0.2% (5) 0.0%

Income before income
taxes and minority
interest in
consolidated
subsidiary 5,111 3.3% 6,155 4.2% 1,795 3.3% 1,862 3.6%
Income tax expense (1,894) -1.2% (2,249) -1.5% (664) -1.2% (658) -1.3%

Income before
minority interest in
consolidated
subsidiary 3,218 2.1% 3,905 2.7% 1,131 2.1% 1,204 2.3%
Minority interest in
consolidated
subsidiary 724 0.5% 1,282 0.9% 24 0.0% 318 0.6%

Net income $ 2,493 1.6% $ 2,623 1.8% $ 1,107 2.0% $ 885 1.7%

Depreciation and
amortization $ 5,241 3.4% $ 4,453 3.1% $ 1,820 3.3% $ 1,611 3.1%

Nine Months Ended September 30, 2007 Compared to Nine Months Ended September 30, 2006
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Revenue and Backlog. Consolidated revenue for the nine months ended September 30, 2007 (�interim 2007�) was
$156.2 million compared to $145.8 million for the nine months ended September 30, 2006 (�interim 2006�). The
increase in revenue was the result of a $14.0 million increase in revenue from the construction services segment and a
$.5 million increase in revenue from the construction materials testing segment, offset by a $4.0 million decrease in
revenue from the construction materials segment. The increase in the construction services segment revenue was the
result of the progress schedules and the nature of the contracts contained in the backlog at the beginning of interim
2007. The decrease in the construction materials segment revenue resulted primarily from a 9.0% decrease in the sale
of cubic yards of concrete, which we refer to as �units,� partially offset by a 5.3% increase in the average unit sales
price. The decreased volume in interim 2007 was primarily due to the decline in the housing market, which has
affected the demand for our product from our residential concrete customers and the ebbs and flows of commercial
construction projects.

Gross Profit. Consolidated gross profit decreased to $13.1 million for interim 2007 from $13.6 million for interim
2006 and consolidated gross profit margin, as a percent of revenue, decreased to 8.4% in interim 2007 from 9.3% in
interim 2006. Gross profit from construction materials decreased to $5.6 million in interim 2007 from $7.4 million in
interim 2006 and the gross profit margin decreased to 9.2% from 11.5% in the respective periods. The materials
segment�s decrease in gross profit margin during interim 2007 compared to interim 2006 was primarily due to
decreased demand for our products on an increased fixed asset base resulting from our plant and delivery expansions.
Although our average unit sales price increased, our variable unit costs also increased as a percentage of revenue. We
anticipate that as a result of our recent expansion efforts, our fixed costs should stabilize and allow for future capacity
when demand in our market returns. Gross profit from construction services increased to $7.7 million in interim 2007
compared to $6.1 million in interim 2006 and gross profit margin also increased to 8.1% from 7.5% in the respective
periods. The increase in the gross profit margin during interim 2007 was due to the combined mix of various projects
nearing completion. Gross profit margins are affected by a variety of factors including the quality and accuracy of the
original estimate, construction delays and difficulties due to weather conditions, availability of materials, the timing of
work performed by other subcontractors and the physical and
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geological condition of the construction site, therefore the gross profit in interim 2007 may not be indicative of the
annual gross profit margin.

General and Administrative Expenses. General and administrative expenses increased to $9.3 million for interim
2007 from $7.8 million for interim 2006. The increase in the general and administrative expenses was the result of an
increase of $1.3 million in public company expenses, which include non-recurring items such as corporate legal and
advisory fees and investment banking fees, increased bad debt expense of $.3 million, primarily from our material
testing segment, increased office facility costs of $.1 million that are recurring and resulted from the purchase of our
principal offices in Phoenix, Arizona, and increased stock-based compensation expense of $.1 million, which does not
include increases in stock-based compensation expense charged to costs of revenue, offset by decreases of $.1 million
in employee compensation expense and decreases of $.2 million in legal expense relating to the prosecution of our
claims.

Interest Income, Expense and Other Income. Interest income for interim 2007 increased to $1.2 million from
$.6 million for interim 2006, resulting primarily from an increase in invested cash reserves. Other income for interim
2007 increased to $.3 million due to gains on the sale of equipment. Interest expense remained relatively flat at
$.2 million for interim 2007 compared to interim 2006. Interest expense directly related to equipment is expensed as a
cost of the equipment and is included in the cost of revenue.

Income Taxes. The decrease in the income tax provision for interim 2007 to $1.9 million compared to an income
tax provision of $2.2 million for interim 2006 was due to a decrease in pre-tax income during interim 2007.

Net Income. Net income was $2.5 million in interim 2007 as compared to net income of $2.6 million for interim
2006. Interim 2007 net income is net of approximately $.7 million of minority interest compared to $1.3 million of
minority interest in interim 2006.
Three Months Ended September 30, 2007 compared to Three Months Ended September 30, 2006

Revenue and Backlog. Consolidated revenue for the three months ended September 30, 2007, which we refer to as
�3rd quarter 2007,� was $54.9 million compared to $51.7 million for the three months ended September 30, 2006, which
we refer to as �3rd quarter 2006.� The increase in revenue was the result of a $4.8 million increase in revenue from the
construction services segment and a $.1 million increase in revenue from the construction materials testing segment,
offset by $1.8 million decrease in revenue from the construction materials segment. The decrease in the construction
materials segment was due to an 8.4% decrease in the sale of cubic yards of concrete, which we refer to as �units,� offset
by a 1.6% increase in the average unit sales price. The construction services segment revenue was impacted by the
scheduled work activities of current projects in progress and the nature of the contracts contained in the backlog at the
beginning of 3rd quarter 2007.

Gross Profit. Consolidated gross profit increased to $4.4 million for 3rd quarter 2007 compared to $4.0 million for
the 3rd quarter 2006 and consolidated gross margin, as a percent of revenue, increased to 8.0% in 3rd quarter 2007
from 7.8% in 3rd quarter 2006. Gross profit from construction services increased to $3.3 million in 3rd quarter 2007
when compared to $2.1 million in 3rd quarter 2006 and the gross profit margin increased to 9.1% from 6.7% in the
respective periods. Gross profit margins in the services segment are affected by a variety of factors including the
quality and accuracy of the original estimate, construction delays and difficulties due to weather conditions,
availability of materials, the timing of work performed by other subcontractors and the physical and geological
condition of the construction site. Accordingly, the gross profit in 3rd quarter 2007 may not be indicative of the annual
gross profit margin. Gross profit from construction materials decreased to $1.1 million in 3rd quarter 2007 from
$1.9 million in 3rd quarter 2006 and the gross profit margin decreased to 6.0% from 9.4% in the respective periods.
The decrease in the gross profit margin during 3rd quarter 2007 was primarily due to a decrease in our units sold,
increased cost of raw material and increased fixed costs when compared to 3rd quarter 2006.

General and Administrative Expenses. General and administrative expenses increased to $3.1 million for 3rd

quarter 2007 from $2.4 million in 3rd quarter 2006. The increase in the general and administrative expenses was the
result of an increase of $.8 million in public company expenses, which include non-recurring items such as corporate
legal and advisory fees and investment banking fees and increased bad debt expense of $.1 million, primarily from our
material testing segment, and increased stock-based compensation expense of $.1 million, which does not include
increases in stock-based compensation expense charged to costs of revenue, offset by decreases of
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$.2 million in employee compensation expense and decreases of $.1 million in legal expense relating to the
prosecution of our claims.

Interest Income, Expense and Other Income. Interest income for 3rd quarter 2007 increased to $.4 million from
$.3 million for 3rd quarter 2007 compared to 3rd quarter 2006 resulting primarily from an increase in invested cash
reserves. Other income for 3rd quarter 2007 increased to $.1 million due to gains on the sale of equipment. Interest
expense remained relatively flat at $.1 million for 3rd quarter 2007 compared to 3rd quarter 2006. Interest expense
directly related to equipment is expensed as a cost of the equipment and is included in the cost of revenue.

Income Taxes. The income tax provision remained relatively flat at $.7 million for 3rd quarter 2007 compared to 3rd

quarter 2006.
Net Income. Net income increased to $1.1 million for 3rd quarter 2007 from $.9 million for 3rd quarter 2006. Net

income for 3rd quarter 2007 is net of approximately $.02 million of minority interest compared to $.3 million of
minority interest in 3rd quarter 2006.
Liquidity and Capital Resources
     Our primary need for capital will be to maximize our working capital to continually improve our bonding capacity.
     Historically, our primary source of cash has been from operations and financial institutions. We believe our
historical sources of capital will be satisfactory to meet our needs for the next 12 months.
     We currently have credit facilities with Wells Fargo Equipment Finance, Inc., formerly known as CIT Construction
(�WFE�), which provides us with $8.0 million in revolving credit and $15.0 million in capital expenditure
commitments. These credit facilities are collateralized by each of our subsidiaries� assets as well as our guarantee.
Under the terms of the agreements, we are required to maintain a certain level of tangible net worth as well as
maintain a ratio of total debt to tangible net worth, and earnings before interest, tax, depreciation and amortization
(EBITDA). The Company, MVCI and RMI are also required to maintain a ratio of cash flow to current portion of long
term debt. As of September 30, 2007, we were compliant with these covenants. As of September 30, 2007,
approximately $8.5 million in revolving credit was available under these agreements. As of September 30, 2007, the
Company and RMI had approximately $4.2 million of availability under the capital expenditure commitment.
     The following table sets forth for the nine months ended September 30, 2007 and 2006, certain items from the
condensed consolidated statements of cash flows.

Nine Months Ended September 30,
2007 2006

(Unaudited)
Cash flows provided by operating activities $ 13,120,742 $12,796,627
Cash flows used in investing activities (11,319,427) (7,259,760)
Cash flows used in financing activities (4,290,834) (1,703,239)
     Cash provided by operating activities during interim 2007 of $13.1 million represents a $.3 million increase from
the amount provided by operating activities during interim 2006. The change was primarily due to the increased
interest received.
     Cash used in investing activities during interim 2007 of $11.3 million represents a $4.0 million increase from the
amount used in investing activities during interim 2006. The change was primarily due to the purchase of minority
interest common stock in interim 2007, offset by the decrease in the purchase of property and equipment from interim
2007 and 2006.
     Cash used in financing activities during interim 2007 of $4.3 million represents a $2.6 million increase in cash used
in financing activities during interim 2006. The change was primarily due to $2.6 million more cash used in
repayments of notes payable.
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Website Access
     Our website address is www.meadowvalley.com. On our website we make available, free of charge, our annual
report on Form 10-K, our most recent quarterly reports on Form 10-Q, current reports on Form 8-K, Forms 3, 4, and 5
related to beneficial ownership of securities, our Company code of ethics and all amendments to those reports as soon
as reasonably practicable after such material is electronically filed with or furnished to the United States Securities
and Exchange Commission. The information on our website is not incorporated into, and is not part of, this report.
Item 3. Quantitative and Qualitative Disclosures About Market Risk
     Market risk generally represents the risk that losses may occur in the values of financial instruments as a result of
movements in interest rates, foreign currency exchange rates and commodity prices. We do not have foreign currency
exchange rate market risk. We purchase commodities, such as cement, aggregates and diesel fuel, at market prices and
are not aware of any financial instruments to hedge these commodity prices.
     Our operations are likely to be affected by the level of general construction activity, including the level of interest
rates and availability of funds for construction projects. A significant decrease in the level of general construction
activity in any of the metropolitan areas which we service may have a material adverse effect on our sales and
earnings.
       Interest Rate Risk�From time to time we temporarily invest our excess cash in interest-bearing securities issued by
high-quality issuers. We monitor risk exposure to monies invested in securities in our financial institutions. Due to the
short time the investments are outstanding and their general liquidity, these instruments are classified as cash
equivalents in the condensed consolidated balance sheet and do not represent a material interest rate risk. Our primary
market risk exposure for changes in interest rates relates to our long-term debt obligations. We manage our exposure
to changing interest rates principally through the use of a combination of fixed and floating rate debt.
     We evaluated the potential effect that near term changes in interest rates would have had on the fair value of our
interest rate risk sensitive financial instruments at September 30, 2007. Assuming a 100 basis point increase in the
prime interest rate at September 30, 2007, the potential increase in the fair value of our debt obligations would have
been approximately $.01 million at September 30, 2007. See Note 3�Notes payable in the accompanying September 30,
2007 condensed consolidated financial statements.
Item 4. Controls and Procedures
     An evaluation as of the end of the period covered by this report was carried out under the supervision and with the
participation of our management, including our Chief Executive Officer and Chief Financial Officer, of the
effectiveness of the design and operation of our disclosure controls and procedures (as defined in Rule 13a-15(e) and
15d-15(e) under the Securities Exchange Act of 1934, as amended). Disclosure controls and procedures are defined as
those controls and other procedures of an issuer that are designed to ensure that the information required to be
disclosed by the issuer in the reports it files or submits under the Securities Exchange Act of 1934, as amended, is
recorded, processed, summarized and reported, within the time periods specified in the United States Securities and
Exchange Commission�s rules and forms. Disclosure controls and procedures include, without limitation, controls and
procedures designed to ensure that information required to be disclosed by an issuer in the reports that it files or
submits under the Securities Exchange Act of 1934, as amended, is accumulated and communicated to the issuer�s
management, including its principal executive officer and principal financial officer, or persons performing similar
functions, as appropriate to allow timely decisions regarding required disclosure. Based upon that evaluation, our
Chief Executive Officer and Chief Financial Officer concluded that those disclosure controls and procedures were
effective in providing reasonable assurance that information required to be disclosed by us in the reports that we file
or submit under the Securities Exchange Act of 1934, as amended, is recorded, processed, summarized and reported
within the time periods specified in the Securities and Exchange Commission�s rules and forms. In addition, there has
been no change in our internal control over financial reporting (as defined in Rule 13a-15(f) and 15d-15(f) under the
Securities Exchange Act of 1934, as amended) that occurred during the period covered by this report that has
materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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     It should be noted that any system of controls, however well designed and operated, can provide only reasonable,
not absolute, assurance that the objectives of the system are met. In addition, the design of any control system is based
in part upon certain assumptions about the likelihood of future events. Because of these and other inherent limitations
of control systems, there can be no assurance that any design will succeed in achieving its stated goals under all
potential future conditions, regardless of how remote.

PART II � OTHER INFORMATION
Item 1. Legal Proceedings
     For information about litigation involving us, see Note 7 to the condensed consolidated financial statements in
Part I of this report, which we incorporate by reference into this Item 1.
Item 1A. Risk Factors
     In addition to the other information set forth in this report, you should carefully consider the factors discussed in
Part I, �Item 1A. Risk Factors� in our Annual Report on Form 10-K for the year ended December 31, 2006, which could
materially affect our business, financial condition or future results. The risks described in our Annual Report on Form
10-K are not the only risks we face. Additional risks and uncertainties not currently known to us or that we currently
deem to be immaterial also may materially adversely affect our business, financial condition and/or operating results.
There are no material changes to the risk factors included in our Annual Report on Form 10-K for the fiscal year
ended December 31, 2006 during the nine months ended September 30, 2007.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
     None.
Item 3. Defaults Upon Senior Securities
     None.
Item 4. Submission of Matters to a Vote of Security Holders
     None.
Item 5. Other Information
     None.
Item 6. Exhibits
     Exhibits:

31.1 Certification of Chief Executive Officer Pursuant to Rules 13a-14 and 15d-14 of the Securities Exchange
Act of 1934

31.2 Certification of Chief Financial Officer Pursuant to Rules 13a-14 and 15d-14 of the Securities Exchange Act
of 1934

32 Certification of Chief Executive Officer and Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as
Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
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SIGNATURE

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

MEADOW VALLEY
CORPORATION

(Registrant)

By /s/ Bradley E. Larson

Bradley E. Larson
President and Chief Executive Officer
November 8, 2007

By /s/ David D. Doty

David D. Doty
Chief Financial Officer
November 8, 2007
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