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PART I — FINANCIAL INFORMATION
 

Item 1. Condensed Consolidated Financial Statements
 

POWELL INDUSTRIES, INC. AND SUBSIDIARIES
Condensed Consolidated Balance Sheets (Unaudited)

(In thousands, except share and per share data)
 December 31,   September 30,  
 2014   2014  

ASSETS        
Current Assets:        

Cash and cash equivalents $ 56,464  $ 103,118 
Accounts receivable, less allowance for doubtful accounts of $1,844 and $1,577  131,253   107,162 
Costs and estimated earnings in excess of billings on uncompleted contracts  84,922   95,970 
Inventories  36,630   32,815 
Income taxes receivable  3,356   2,804 
Deferred income taxes  5,106   5,297 
Prepaid expenses  4,752   5,870 
Other current assets  4,334   4,291 

Total Current Assets  326,817   357,327 
Property, plant and equipment, net  165,426   156,896 
Goodwill  1,003   1,003 
Intangible assets, net  1,762   1,904 
Deferred income taxes  11,900   11,422 
Other assets  9,313   8,224 
Long-term receivable (Note D)  4,667   4,667 

Total Assets $ 520,888  $ 541,443 
LIABILITIES AND STOCKHOLDERS' EQUITY        

Current Liabilities:        
Current maturities of long-term debt and capital lease obligations $ 400  $ 400 
Income taxes payable  —   705 
Accounts payable  59,610   70,209 
Accrued salaries, bonuses and commissions  14,089   25,206 
Billings in excess of costs and estimated earnings on uncompleted contracts  59,280   48,702 
Accrued product warranty  4,480   4,557 
Other accrued expenses  4,355   6,291 
Deferred credit ─ short term (Note D)  2,029   2,029 

Total Current Liabilities  144,243   158,099 
Long-term debt and capital lease obligations, net of current maturities  2,400   2,800 
Deferred compensation  5,376   4,226 
Other long-term liabilities  655   655 
Deferred credit ─ long term (Note D)  4,059   4,566 

Total Liabilities $ 156,733  $ 170,346 
Commitments and Contingencies (Note F)        
Stockholders' Equity:        

Preferred stock, par value $.01; 5,000,000 shares authorized; none issued  —   — 
Common stock, par value $.01; 30,000,000 shares authorized; 12,059,692 and
12,031,243 shares issued and outstanding, respectively  121 

 
 120 

Additional paid-in capital  46,929   46,267 
Retained earnings  327,846   331,213 
Accumulated other comprehensive loss  (10,741)   (6,503)

Total Stockholders' Equity  364,155   371,097 
Total Liabilities and Stockholders' Equity $ 520,888  $ 541,443 

 
The accompanying notes are an integral part of these condensed consolidated financial statements.
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POWELL INDUSTRIES, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Operations (Unaudited)

(In thousands, except per share data)
 
         
  Three months ended December 31,  
  2014   2013  
Revenues  $ 152,601  $ 171,872 
Cost of goods sold   131,532   136,714 
Gross profit   21,069   35,158 
         
Selling, general and administrative expenses   20,816   21,632 
Research and development expenses   1,840   1,839 
Amortization of intangible assets   118   416 
Operating income (loss)   (1,705)   11,271 
         
Other income (See Note D)   (507)   — 
Interest expense   33   69 
Interest income   (1)   (3)
Income (loss) from continuing operations before income taxes   (1,230)   11,205 
         
Income tax provision (benefit)   (991)   3,937 
         
Income (loss) from continuing operations   (239)   7,268 
         
Income from discontinued operations, net of tax (Note I)   —   987 
         
Net income (loss)  $ (239)  $ 8,255 
         
Earnings (loss) per share:         

Continuing operations  $ (0.02)  $ 0.61 
Discontinued operations   —   0.08 

Basic earnings (loss) per share  $ (0.02)  $ 0.69 
         

Continuing operations  $ (0.02)  $ 0.60 
Discontinued operations   —   0.08 

Diluted earnings (loss) per share  $ (0.02)  $ 0.68 
         
Weighted average shares:         

Basic   12,041   11,994 
Diluted   12,041   12,054 

         
Dividends per share  $ 0.26  $ 0.25 

 
The accompanying notes are an integral part of these condensed consolidated financial statements.
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POWELL INDUSTRIES, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Comprehensive Income (Loss) (Unaudited)

(In thousands)
     
 Three months ended December 31,  
 2014   2013  
        
Net income (loss) $ (239)  $ 8,255 
Foreign currency translation adjustments  (4,238)   (1,594)
Comprehensive income (loss) $ (4,477)  $ 6,661 
 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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POWELL INDUSTRIES, INC. AND SUBSIDIARIES
Consolidated Statement of Stockholders’ Equity (Unaudited)

(In thousands)
 
                 Accumulated      
         Additional       Other      
 Common Stock   Paid-in   Retained   Comprehensive      
 Shares   Amount   Capital   Earnings   Income/(Loss)   Total  
Balance, September 30, 2014  12,031  $ 120  $ 46,267  $ 331,213  $ (6,503)  $ 371,097 

Net loss  —   —   —   (239)   —   (239)
Foreign currency translation adjustments  —   —   —   —   (4,238)   (4,238)
Stock-based compensation  29   1   1,116   —   —   1,117 
Shares withheld in lieu of employee tax withholding  —    —    (454 )   —    —    (454 )
Dividends paid  —   —   —   (3,128)   —   (3,128)

Balance, December 31, 2014  12,060  $ 121  $ 46,929  $ 327,846  $ (10,741)  $ 364,155 
 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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POWELL INDUSTRIES, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Cash Flows (Unaudited)

(In thousands)
 

 Three months ended December 31,  
 2014   2013  
        
Operating Activities:        

Net income (loss) $ (239)  $ 8,255 
Adjustments to reconcile net income (loss) to net cash provided by operating activities:        

Depreciation  3,318   2,562 
Amortization  118   416 
Stock-based compensation  1,116   1,185 
Bad debt expense  283   15 
Deferred income tax benefit  (317)   (2,362)
Gain on amended supply agreement  (507)   — 

Cash received from amended supply agreement  —   10,000 
Changes in operating assets and liabilities:        

Accounts receivable, net  (25,674)   7,577 
Costs and billings in excess of estimates on uncompleted contracts  20,943   (13,399)
Inventories  (3,998)   405 
Prepaid expenses and other current assets  467   1,631 
Accounts payable and income taxes payable  (5,462)   1,053 
Accrued liabilities  (12,793)   (12,145)
Other, net  17   156 

Net cash provided by (used in) operating activities  (22,728)   5,349 
Investing Activities:        

Proceeds from sale of property, plant and equipment  31   — 
Purchases of property, plant and equipment  (18,962)   (5,764)

Net cash used in investing activities  (18,931)   (5,764)
Financing Activities:        

Payments on industrial development revenue bonds  (400)   (400)
Shares withheld in lieu of employee tax withholding  (454)   (524)
Dividends paid  (3,128)   (2,993)
Payments on short-term and other financing  —   (16)

Net cash used in financing activities  (3,982)   (3,933)
Net increase (decrease) in cash and cash equivalents  (45,641)   (4,348)
Effect of exchange rate changes on cash and cash equivalents  (1,013)   661 
Cash and cash equivalents, beginning of period  103,118   107,411 
Cash and cash equivalents, end of period $ 56,464  $ 103,724 
 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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POWELL INDUSTRIES, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statements (Unaudited)

 
A. OVERVIEW AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Overview

Powell Industries, Inc. (we, us, our, Powell or the Company) was incorporated in the state of Delaware in 2004 as a successor to a Nevada company
incorporated in 1968. The Nevada corporation was the successor to a company founded by William E. Powell in 1947, which merged into the Company in
1977. Our major subsidiaries, all of which are wholly owned, include: Powell Electrical Systems, Inc.; Powell (UK) Limited; Powell Canada Inc. and Powell
Industries International, B.V.

We develop, design, manufacture and service custom-engineered equipment and systems for the distribution, control and monitoring of electrical energy
designed to (1) distribute, monitor and control the flow of electrical energy and (2)  provide protection to motors, transformers and other electrically powered
equipment. Headquartered in Houston, Texas, we serve the transportation, energy, industrial and utility industries.

Basis of Presentation

These unaudited condensed consolidated financial statements include the accounts of Powell and its wholly-owned subsidiaries.  All significant intercompany
accounts and transactions have been eliminated in consolidation.
 
These unaudited condensed consolidated financial statements have been prepared in accordance with the instructions to Form 10-Q and Rule 10-01 of
Regulation S-X for interim financial information.  Certain information and footnote disclosures, normally included in annual financial statements prepared in
accordance with accounting principles generally accepted in the United States (U.S. GAAP), have been condensed or omitted pursuant to those rules and
regulations. In the opinion of management, all adjustments, consisting only of normal recurring adjustments, necessary to fairly state the financial position,
results of operations and cash flows with respect to the interim consolidated financial statements have been included. The results of operations for the interim
periods are not necessarily indicative of the results for the entire fiscal year.  We believe that these financial statements contain all adjustments necessary so
that they are not misleading. The year-end balance sheet data was derived from audited financial statements, but does not include all disclosures required by
U.S. GAAP.

These unaudited condensed consolidated financial statements should be read in conjunction with the audited consolidated financial statements and notes
thereto of Powell and its subsidiaries included in Powell’s Annual Report on Form 10-K for the year ended September 30, 2014, which was filed with the
Securities and Exchange Commission (SEC) on December 3, 2014.

References to Fiscal 2015, Fiscal 2014 and Fiscal 2013 used throughout this report shall mean our fiscal years ended September 30, 2015, 2014 and 2013,
respectively.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the amounts
reported in the consolidated financial statements and accompanying footnotes. The most significant estimates used in our financial statements affect revenue
and cost recognition for construction contracts, the allowance for doubtful accounts, provision for excess and obsolete inventory, goodwill and other
intangible assets, self-insurance, warranty accruals and income taxes. The amounts recorded for insurance claims, warranties, legal, income taxes and other
contingent liabilities require judgments regarding the amount of expenses that will ultimately be incurred. We base our estimates on historical experience and
on various other assumptions, as well as the specific circumstances surrounding these contingent liabilities, in evaluating the amount of liability that should be
recorded. Additionally, the recognition of deferred tax assets requires estimates related to future income and other assumptions regarding timing and future
profitability.  Estimates may change as new events occur, additional information becomes available or operating environments change. Actual results may
differ from our estimates.

Supplemental Disclosures of Cash Flow Information (in thousands):
 Three months ended December 31,
 2014       2013  
Non-cash capital expenditures  $ 8,727        $ —  
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New Accounting Standards

In July 2013, the FASB issued accounting guidance on the presentation of an unrecognized tax benefit when a net operating loss carryforward, a similar tax
loss, or a tax credit carryforward exists. The guidance states that an unrecognized tax benefit, or a portion of an unrecognized tax benefit, should be presented
in the financial statements as a reduction to a deferred tax asset for a net operating loss carryforward, a similar tax loss, or a tax credit carryforward. To the
extent a net operating loss carryforward, a similar tax loss, or a tax credit carryforward is not available at the reporting date under the tax law of the applicable
jurisdiction to settle any additional income taxes that would result from the disallowance of a tax position or the tax law of the applicable jurisdiction does not
require the entity to use, and the entity does not intend to use, the deferred tax asset for such purpose, the unrecognized tax benefit should be presented in the
financial statements as a liability and should not be combined with deferred tax assets. This guidance is effective for fiscal years, and interim periods within
those years, beginning after December 15, 2013, which would be our fiscal year ended September 30, 2015. This guidance should be applied prospectively to
all unrecognized tax benefits that exist at the effective date. Retrospective application is permitted. The adoption of this guidance has not had a significant
impact on our consolidated financial position or results of operations.

In April 2014, the FASB issued an amendment to the financial reporting of discontinued operations.  The amendments in this update changed the criteria for
reporting discontinued operations while enhancing disclosures in this area. It also addresses sources of confusion and inconsistent application related to the
financial reporting of discontinued operations guidance in U.S. GAAP.  Under the new guidance, only disposals representing a strategic shift in operations
that have a major effect on the organization’s operations and financial results should be presented as discontinued operations. Examples include a disposal of a
major geographic area, a major line of business, or a major equity method investment. In addition, the new guidance requires expanded disclosures about
discontinued operations that will provide financial statement users with more information about the assets, liabilities, income, and expenses of discontinued
operations. The new guidance also requires disclosure of the pre-tax income attributable to a disposal of a significant part of an organization that does not
qualify for discontinued operations reporting. This disclosure will provide users with information about the ongoing trends in a reporting organization’s
results from continuing operations. The amendments in this update are effective in the first quarter of 2015, which would be our fiscal year end September 30,
2016. Early adoption is permitted for disposals that have not been previously reported as discontinued operations.

In May 2014, the FASB issued a new standard on revenue recognition that supersedes previously issued revenue recognition guidance.  This standard
provides a five-step approach to be applied to all contracts with customers and requires expanded disclosures about the nature, amount, timing and uncertainty
of revenue (and the related cash flows) arising from customer contracts, significant judgments and changes in judgments used in applying the revenue model
and the assets recognized from costs incurred to obtain or fulfill a contract.  This new standard is effective for us beginning in fiscal year 2018.  Early
application is not permitted. The standard permits the use of either the retrospective or cumulative effect transition method therefore we are evaluating the
effect that this new guidance will have on our consolidated financial statements and related disclosures. We have not yet selected a transition method nor have
we determined the effect of the standard on our ongoing financial reporting.
 
In June 2014, the FASB issued an amendment to the topic regarding share-based payments and instances where terms of an award provide that a performance
target can be achieved after the requisite service period.  This guidance has been provided to resolve the diversity in practice concerning employee share-
based payments that contain performance targets that could be achieved after the requisite service period. The updated guidance requires that a performance
target that affects vesting and that can be achieved after the requisite service period be treated as a performance condition. Compensation cost should be
recognized in the period in which it becomes probable that the performance target will be achieved and is attributable to the periods for which service has
been rendered. If the performance target becomes probable of being achieved before the end of the service period, the remaining unrecognized compensation
cost for which requisite service has not yet been rendered is recognized prospectively over the remaining service period. The total amount of compensation
cost recognized during and after the service period should reflect the number of awards that are expected to vest and should be adjusted to reflect those awards
that ultimately vest. The updated guidance is effective for annual and interim periods beginning after December 15, 2015, with early adoption permitted. The
adoption of this guidance is not expected to have a material impact on our consolidated financial position or results of operations.
 
Discontinued operations
 

In January 2014, we sold our wholly owned subsidiary Transdyn Inc. (Transdyn).  For the quarter ended December 31, 2013, we have presented the results of
these operations as income from discontinued operations, net of tax.  See Note I.

 
 
B. EARNINGS PER SHARE

We compute basic earnings per share by dividing net income by the weighted average number of common shares outstanding during the period. Diluted
earnings per common and potential common share includes the weighted average of additional shares associated
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with the incremental effect of dilutive restricted stock and restrictive stock units, as prescribed by the FASB guidance on earnings per share.

The following table reconciles basic and diluted weighted average shares used in the computation of earnings per share (in thousands, except per share data):
 Three months ended December 31,  
 2014   2013  
Numerator:        

Income (loss) from continuing operations $ (239)  $ 7,268 
Income from discontinued operations  —   987 

Net income (loss) $ (239)  $ 8,255 
Denominator:        

Weighted average basic shares  12,041   11,994 
Dilutive effect of restricted stock units  —   60 
Weighted average diluted shares with assumed conversions  12,041   12,054 

Net earnings (loss) per share:        
Continuing operations $ (0.02)  $ 0.61 
Discontinued operations  —   0.08 

Basic earnings (loss) per share $ (0.02)  $ 0.69 
        

Continuing operations $ (0.02)  $ 0.60 
Discontinued operations  —   0.08 

Diluted earnings (loss) per share $ (0.02)  $ 0.68 
 

For the quarter ended December 31, 2014, we incurred a net loss and therefore all potential common shares were deemed to be anti-dilutive.  On December
17, 2014, our Board of Directors authorized a repurchase program (the Repurchase Program) under which we may repurchase up to $25 million of our
outstanding stock.  The purchases may be made from time to time in the open market, through privately negotiated transactions and Rule 10b5-1 trading plans
in accordance with applicable laws, rules and regulations.  The Repurchase Program will be funded from cash on hand and cash provided by operating
activities.  The Repurchase Program will expire as of the close of business on December 31, 2015.  As of December 31, 2014, no purchases have been made
under the Repurchase Program.

 
C. DETAIL OF SELECTED BALANCE SHEET ACCOUNTS

Allowance for Doubtful Accounts

Activity in our allowance for doubtful accounts receivable consisted of the following (in thousands):
     
 Three months ended December 31,  
 2014   2013  
Balance at beginning of period $ 1,577  $ 572 
Bad debt expense/(recovery)  283   15 
Uncollectible accounts written off, net of recoveries  (2)   88 
Change in foreign currency translation  (14)   (2)
Balance at end of period $ 1,844  $ 673 

 

Inventories:

The components of inventories are summarized below (in thousands):
 December 31,   September 30,  
 2014   2014  
Raw materials, parts and subassemblies $ 40,017  $ 35,349 
Work-in-progress  1,495   2,035 
Provision for excess and obsolete inventory  (4,882)   (4,569)
Total inventories $ 36,630  $ 32,815 
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Cost and Estimated Earnings on Uncompleted Contracts

The components of costs and estimated earnings and related amounts billed on uncompleted contracts are summarized below (in thousands):
 
 December 31,   September 30,  
 2014   2014  
Costs incurred on uncompleted contracts $ 611,852  $ 604,939 
Estimated earnings  155,112   157,562 
  766,964   762,501 
Less: Billings to date  (741,322)   (715,233)
Net underbilled position $ 25,642  $ 47,268 
        
Included in the accompanying balance sheets under the following captions:        
Costs and estimated earnings in excess of billings on uncompleted contracts - underbilled $ 84,922  $ 95,970 
Billings in excess of costs and estimated earnings on uncompleted contracts - overbilled  (59,280)   (48,702)
Net underbilled position $ 25,642  $ 47,268 
 

Warranty Accrual

Activity in our product warranty accrual consisted of the following (in thousands):
 Three months ended December 31,  
 2014   2013  
Balance at beginning of period $ 4,557  $ 5,282 
Increase to warranty expense  537   464 
Deduction for warranty charges  (524)   (731)
Increase (decrease) due to foreign currency translations  (90)   (5)
Balance at end of period $ 4,480  $ 5,010 

 
D. INTANGIBLE ASSETS

Intangible assets balances, subject to amortization, at December 31, 2014 and September 30, 2014 consisted of the following (in thousands):
 December 31, 2014   September 30, 2014  
 Gross       Net   Gross       Net  
 Carrying   Accumulated   Carrying   Carrying   Accumulated   Carrying  
 Value   Amortization   Value   Value   Amortization   Value  
Purchased technology $ 11,749  $ (10,034)  $ 1,715  $ 11,749  $ (9,918)  $ 1,831 
Trade name  1,136   (1,089)   47   1,136   (1,063)   73 

Total $ 12,885  $ (11,123)  $ 1,762  $ 12,885  $ (10,981)  $ 1,904 

 
 
Amortization of intangible assets recorded for the three months ended December 31, 2014 and 2013 was $0.1 million and $0.4 million, respectively.
 
On August 7, 2006, we purchased certain assets related to the manufacturing of ANSI medium-voltage switchgear and circuit breaker business from General
Electric Company (GE).  In connection with the acquisition, we entered into a 15 year supply agreement with GE pursuant to which GE would purchase from
the Company all of its requirements for ANSI medium-voltage switchgear and circuit breakers and other related equipment and components (the Products)  In
connection with the acquisition, we recorded an intangible asset related to this supply agreement.  On December 30, 2013, the Company and GE amended the
supply agreement to allow GE to manufacture similar Products for sale immediately and allow GE to begin purchasing Products from other suppliers
beginning December 31, 2014.  In return, GE paid us $10 million upon execution of the amended supply agreement and agreed to pay an additional $7 million
over three years.  We wrote off the intangible asset related to the original supply agreement and recorded a deferred credit in the amount of $8.1 million at
December 31, 2013, the amount by which the proceeds from GE exceeded the unamortized balance of our intangible asset. This deferred credit is being
amortized over the four year life of the agreement.
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E. LONG-TERM DEBT

Long-term debt consisted of the following (in thousands):
 
 December 31, 

2014
  September 30, 

2014
 

    
Industrial development revenue bonds $ 2,800  $ 3,200 
Less current portion  (400)   (400)

Total long-term debt and capital lease obligations $ 2,400  $ 2,800 

U.S. Revolver

In December 2013, we amended and restated our existing credit agreement (the Amended Credit Agreement) with a major domestic bank.  In December 2014,
we entered into the Second Amendment of the Amended Credit Agreement (the Second Amendment).  The Second Amendment provides for the expansion of
our Canadian manufacturing facility and allows for the repurchase of our common stock pursuant to a share repurchase program announced in December
2014. The Amended Credit Agreement provides for a $75.0 million revolving credit facility (U.S. Revolver). Obligations are collateralized by the stock of
certain of our subsidiaries.

The interest rate for amounts outstanding under the Amended Credit Agreement for the U.S. Revolver is a floating rate based upon the higher of the Federal
Funds Rate plus 0.5%, the bank’s prime rate, or the Eurocurrency rate plus 1.00%. Once the applicable rate is determined, a margin ranging up to 1.75%, as
determined by our consolidated leverage ratio, is added to the applicable rate.

The U.S. Revolver provides for the issuance of letters of credit which reduce the amounts that may be borrowed under this revolver. The amount available
under the U.S. Revolver was reduced by $18.3 million for our outstanding letters of credit at December 31, 2014.

There were no borrowings outstanding under the U.S. Revolver as of December 31, 2014. Amounts available under the U.S. Revolver were $56.7 million at
December 31, 2014. The U.S. Revolver expires on December 31, 2018.

The Amended Credit Agreement contains certain restrictive and maintenance-type covenants, such as restrictions on the amount of capital expenditures
allowed. It also contains financial covenants defining various financial measures and the levels of these measures with which we must comply, as well as a
“material adverse change” clause. A “material adverse change” is defined as a material change in our operations, business, properties, liabilities or condition
(financial or otherwise) or a material impairment of our ability to perform our obligations under our credit agreements.

The Amended Credit Agreement is collateralized by a pledge of 100% of the voting capital stock of each of our domestic subsidiaries and 66% of the voting
capital stock of each non-domestic subsidiary, excluding Powell Canada. The Amended Credit Agreement provides for customary events of default and
carries cross-default provisions with other existing debt agreements. If an event of default (as defined in the Amended Credit Agreement) occurs and is
continuing, on the terms and subject to the conditions set forth in the Amended Credit Agreement, amounts outstanding under the Amended Credit Agreement
may be accelerated and may become immediately due and payable. As of December 31, 2014, we were in compliance with all of the financial covenants of
the Amended Credit Agreement.

Canadian Revolver

We have an $8.6 million credit agreement with a major international bank in Canada (the Canadian Revolver) to provide working capital support and letters of
credit for our operations in Canada. The Canadian Revolver provides for the issuance of letters of credit which reduce the amounts that may be borrowed
under this revolver. There were no outstanding letters of credit under the Canadian Revolver at December 31, 2014.

There were no borrowings outstanding under the Canadian Revolver as of December 31, 2014 and amounts available under the Canadian Revolver were $8.6
million at December 31, 2014. The Canadian Revolver expires on February 28, 2015. The interest rate for amounts outstanding under the Canadian Revolver
is a floating interest rate based upon either the Canadian Prime Rate, or the lender’s Bankers’ Acceptance Rate. Once the applicable rate is determined, a
margin of 0.50% to 1.75%, as determined by our consolidated leverage ratio, is added to the applicable rate.

The principal financial covenants are consistent with those described in our Amended Credit Agreement. The Canadian Revolver contains a “material adverse
effect” clause. A “material adverse effect” is defined as a material change in the operations of Powell or Powell Canada in relation to our financial condition,
property, business operations, expected net cash flows, liabilities or capitalization.
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The Canadian Revolver is secured by the assets of our Canadian operations and provides for customary events of default and carries cross-default provisions
with our existing debt agreements. If an event of default (as defined in the Canadian Revolver) occurs and is continuing, per the terms and subject to the
conditions set forth in the Canadian Revolver, amounts outstanding under the Canadian Revolver may be accelerated and may become immediately due and
payable. As of December 31, 2014, we were in compliance with all of the financial covenants of the Canadian Revolver.

Industrial Development Revenue Bonds

We borrowed $8.0 million in October 2001 through a loan agreement funded with proceeds from tax-exempt industrial development revenue bonds (Bonds).
These Bonds were issued by the Illinois Development Finance Authority and were used for the completion of our Northlake, Illinois facility. Pursuant to the
Bond issuance, a reimbursement agreement between us and a major domestic bank required an issuance by the bank of an irrevocable direct-pay letter of
credit (Bond LC), as collateral, to the Bonds’ trustee to guarantee payment of the Bonds’ principal and interest when due. The Bond LC is subject to both
early termination and extension provisions customary to such agreements, as well as various covenants, for which we were in compliance at December 31,
2014. While the Bonds mature in 2021, the reimbursement agreement requires annual redemptions of $0.4 million that commenced on October 25, 2002. A
sinking fund is used for the redemption of the Bonds. At December 31, 2014, the balance in the restricted sinking fund was approximately $0.1 million and
was recorded in cash and cash equivalents. The Bonds bear interest at a floating rate determined weekly by the Bonds’ remarketing agent, which was the
underwriter for the Bonds and is an affiliate of the bank. This interest rate was 0.18% as of December 31, 2014.

 
F. COMMITMENTS AND CONTINGENCIES

Long-Term Debt

See Note E herein for discussion of our long-term debt.

Letters of Credit and Bonds

Certain customers require us to post bank letter of credit guarantees or performance bonds issued by a surety. These guarantees and performance bonds assure
that we will perform under the terms of our contract. In the event of default, the counterparty may demand payment from the bank under a letter of credit or
performance by the surety under a performance bond. To date, there have been no significant expenses related to either letters of credit or performance bonds
for the periods reported. We were contingently liable for secured and unsecured letters of credit of $18.3 million as of December 31, 2014. We also had
performance and maintenance bonds totaling $311.9 million that were outstanding, with additional bonding capacity of $288.1 million available, at December
31, 2014.

We have a $15.5 million facility agreement (Facility Agreement) between Powell (UK) Limited and a large international bank. This Facility Agreement
provides Powell (UK) the ability to enter into bank guarantees as well as forward exchange contracts and currency options. At December 31, 2014, we had
outstanding guarantees totaling $3.9 million under this Facility Agreement.  Amounts available under this Facility Agreement were $11.6 million as of
December 31, 2014.

The Facility Agreement provides for financial covenants and customary events of default, and carries cross-default provisions with our Amended Credit
Facility. If an event of default (as defined in the Facility Agreement) occurs and is continuing, per the terms and subject to the conditions set forth in the
Facility Agreement, obligations outstanding under the Facility Agreement may be accelerated and may become or be declared immediately due and
payable. As of December 31, 2014, we were in compliance with all of the financial covenants of the Facility Agreement.  

Litigation

We are involved in various legal proceedings, claims and other disputes arising in the ordinary course of business which, in general, are subject to
uncertainties and in which the outcomes are not predictable. Although we can give no assurance about the outcome of pending or threatened litigation and the
effect such outcomes may have on us, management believes that any ultimate liability resulting from the outcome of such proceedings, to the extent not
otherwise provided or covered by insurance, will not have a material adverse effect on our consolidated financial position or results of operations or liquidity.

 
G. STOCK-BASED COMPENSATION

Refer to our Annual Report on Form 10-K for the fiscal year ended September 30, 2014 for a full description of our existing stock-based compensation plans.
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In February 2014, our stockholders approved our 2014 Equity Incentive Plan (the 2014 Plan).  Persons eligible to receive awards under the 2014 Plan include
certain officers and employees.  This Plan authorizes stock options, stock appreciation rights, restricted stock, restricted stock units and performance-based
awards, as well as certain other awards.

Restricted Stock Units

We issue restricted stock units (RSUs) to certain officers and key employees of the Company. The RSUs vest over a three-year period from their date of
issuance. The fair value of the RSUs is based on the closing price of our common stock as reported on the NASDAQ Global Market on the grant dates. Sixty-
percent of the actual amount of the RSUs earned will be based on the cumulative earnings as reported relative to the three-year performance cycle which
begins October 1 of the year granted, and ranges from 0% to 150% of the target RSUs granted. The remaining forty-percent of the RSUs are time-based and
vest over a three-year period. At December 31, 2014, there were 167,137 RSUs outstanding. The RSUs do not have voting rights and do not receive dividends
on common stock; additionally, the shares of common stock underlying the RSUs are not considered issued and outstanding until actually issued.

RSU activity (number of shares) for the quarter is summarized below:
 Number of   Weighted  
 Restricted   Average  
 Stock   Fair Value  
 Units   Per Share  
Outstanding at September 30, 2014  106,845  $ 51.30 

Granted  85,000   41.88 
Vested  (24,708)   40.26 
Forfeited  —   — 

Outstanding at December 31, 2014  167,137  $ 48.14 
 

During the three months ended December 31, 2014 and 2013, we recorded compensation expense of $0.8 million and $0.9 million, respectively, related to the
RSUs.

Restricted Stock

In February 2014 our stockholders also approved the 2014 Non-Employee Director Equity Incentive Plan (the 2014 Director Plan) for the benefit of members
of the Board of Directors of the Company who, at the time of their service are not employees of the Company or any of its affiliates. The 2014 Director Plan
authorizes stock options, stock appreciation rights, restricted stock, restricted stock units, as well as certain other awards.

During the first quarter of Fiscal 2015 and Fiscal 2014, there was no restricted stock granted under either of these plans.

During the three months ended December 31, 2014 and December 31, 2013, we recorded compensation expense of $0.3 million and $0.2 million,
respectively, related to restricted stock grants.  

 
H. FAIR VALUE MEASUREMENTS

We measure certain financial assets and liabilities at fair value. Fair value is defined as an “exit price” which represents the amount that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market participants as of the measurement date. As such, fair value is a market-
based measurement that should be determined based on assumptions that market participants would use in valuing an asset or liability. The accounting
guidance requires the use of valuation techniques to measure fair value that maximize the use of observable inputs and minimize the use of unobservable
inputs. As a basis for considering such assumptions and inputs, a fair value hierarchy has been established which identifies and prioritizes three levels of
inputs to be used in measuring fair value.

The three levels of the fair value hierarchy are as follows:

Level 1 — Observable inputs such as quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2 — Inputs other than the quoted prices in active markets that are observable either directly or indirectly, including: quoted prices for similar assets and
liabilities in active markets; quoted prices for identical or similar assets and liabilities in markets that are not active or other inputs that are observable or can
be corroborated by observable market data.
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Level 3 — Unobservable inputs that are supported by little or no market data and require the reporting entity to develop its own assumptions.

The following table summarizes the fair value of our assets and liabilities that were accounted for at fair value on a recurring basis as of December 31, 2014
(in thousands):
 
 Fair Value Measurements at December 31, 2014  
 Quoted Prices in   Significant Other   Significant      

 Active Markets for   Observable   Unobservable   Fair Value at  
 Identical Assets   Inputs   Inputs   December 31,  
 (Level 1)   (Level 2)   (Level 3)   2014  
Assets:                

Cash equivalents $ 134  $ —  $ —  $ 134 
Deferred compensation  1,795   2,845   —   4,640 

Liabilities:                
Deferred compensation  —   4,857   —   4,857 

The following table summarizes the fair value of our assets and liabilities that were accounted for at fair value on a recurring basis as of September 30, 2014
(in thousands):
 Fair Value Measurements at September 30, 2014  
 Quoted Prices in   Significant Other   Significant      

 Active Markets for   Observable   Unobservable   Fair Value at  
 Identical Assets   Inputs   Inputs   September 30,  
 (Level 1)   (Level 2)   (Level 3)   2014  
Assets:                

Cash equivalents $ 10,535  $ —  $ —  $ 10,535 
Deferred compensation  724   2,802   —   3,526 

Liabilities:                
Deferred compensation  —   3,688   —   3,688 

 

Cash equivalents, primarily funds held in money market savings instruments, are reported at their current carrying value which approximates fair value due to
the short-term nature of these instruments and are included in cash and cash equivalents in our Condensed Consolidated Balance Sheets.

Fair Value of Other Financial Instruments

Fair value guidance requires certain fair value disclosures be presented in both interim and annual reports.  The estimated fair value amounts of financial
instruments have been determined using available market information and valuation methodologies described below.

Deferred Compensation – We hold investments in an irrevocable Rabbi Trust for our deferred compensation plan. These assets include various mutual fund
investments and company-owned life insurance policies. Under the plan, participants designate investment options to serve as the basis for measurement of
the notional value of their accounts.  The fair values of the underlying securities of these funds are based on quoted market prices and are categorized as Level
I in the fair value measurement hierarchy.  The company-owned life insurance policies are valued at cash surrender value and are therefore categorized as
Level 2 in the fair value measurement hierarchy.

Industrial Development Revenue Bond – The fair value of our long-term debt depends primarily on the coupon rate of our industrial development revenue
bonds.  The carrying value of our long-term debt at December 31, 2014, approximates fair value based on the current coupon rate of the bonds, which is reset
weekly, and is classified as a Level 2 input in the fair value measurement hierarchy as there is an active market for the trading of these industrial development
revenue bonds.

There were no transfers between levels within the fair value measurement hierarchy during the three months ended December 31, 2014.
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I. DISCONTINUED OPERATIONS
 

On January 15, 2014, we sold our wholly-owned subsidiary Transdyn to a global provider of electronic toll collection systems, headquartered in Vienna,
Austria.  The purchase price from the sale of this subsidiary totaled $16.0 million, subject to working capital adjustments.  We received cash of $14.4 million
and the remaining $1.6 million was placed into an escrow account until April 2015, to be released subject to certain contingent obligations.  
 
We have presented the results of these operations as income from discontinued operations, net of tax, in the condensed consolidated statements of operations
as of December 31, 2013.  
 
Summary comparative financial results of discontinued operations were as follows (in thousands):
 
 Three months ended December 31,  
 2014   2013  
Revenues $ —  $ 12,365 
Income from discontinued operations, net of tax of zero and $502, respectively  —   987 

        
Earnings per share information:        

Basic $ —  $ 0.08 
Diluted $ —  $ 0.08 

 
 

J. INCOME TAXES
 
The calculation of the effective tax rate is as follows (in thousands):
 Three months ended December 31,  
 2014   2013  
Income (loss) from continuing operations before income taxes $ (1,230)  $ 11,205 
        
Income tax provision (benefit)  (991)   3,937 
        
Income (loss) from continuing operations $ (239)  $ 7,268 
        
Effective tax rate  81%   35%
 
 
We recorded a benefit for income taxes for continuing operations of $1.0 million in the first quarter of Fiscal 2015, compared to the provision of $3.9 million
recorded in the first quarter of Fiscal 2014.  The effective tax rate for the first quarter of Fiscal 2015 was    81% compared to an effective tax rate of 35% in
the first quarter of Fiscal 2014, primarily due to the differences in the availability of the Federal Research and Development Tax Credit (R&D Tax
Credit).  On December 19, 2014, the “Tax Increase Prevention Act of 2014” was enacted which retroactively reinstated and extended the R&D Tax Credit for
one year through December 31, 2014.  The retroactive tax benefit for the previously expired period from January 1, 2014 to September 30, 2014 of $0.6
million is reflected as a discrete item and had a favorable impact to our consolidated tax benefit for the first quarter of Fiscal 2015. The effective tax rate for
the quarter ended December 31, 2013 approximated the expected U.S. federal and state statutory rates as the majority of our income is attributable to the U.S.

At December 31, 2014, we had $26 million of gross foreign operating loss carryforwards which are subject to a 20-year carryforward period, the first of
which will expire in 2031. At September 30, 2013, we released a valuation allowance that was recorded against Canadian deferred tax assets, resulting in a $7
million tax benefit.  Although our Canadian operations reported a loss for Fiscal 2014 and the first quarter of Fiscal 2015, we believe these deferred tax assets
are more likely than not to be utilized by future taxable income. With the exception of the deferred tax assets related to certain foreign withholding taxes as
well as the net operating losses of our Dutch entities, we believe that our other deferred tax assets are more likely than not realizable through future reversals
of existing taxable temporary differences and our estimate of future taxable income. The recognition of deferred tax assets requires estimates related to future
income and other assumptions regarding timing and future profitability. Estimates may change as new events occur, additional information becomes available
or operating environments change.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

We are including the following discussion to inform our existing and potential shareholders generally of some of the risks and uncertainties that can affect our
Company and to take advantage of the “safe harbor” protection for forward-looking statements that applicable federal securities law affords.

From time to time, our management or persons acting on our behalf make forward-looking statements to inform existing and potential shareholders about our
Company. These statements may include projections and estimates concerning the timing and success of specific projects and our future backlog, revenues,
income, acquisitions and capital spending. Forward-looking statements include information concerning future results of operations and financial condition.
Statements that contain words such as “believes,” “expects,” “anticipates,” “intends,” “estimates,” “continue,” “should,” “could,” “may,” “plan,” “project,”
“predict,” “will” or similar expressions may be forward-looking statements. In addition, sometimes we will specifically describe a statement as being a
forward-looking statement and refer to this cautionary statement.

In addition, various statements in this Quarterly Report on Form 10-Q, including those that express a belief, expectation or intention, as well as those that are
not statements of historical fact, are forward-looking statements. These forward-looking statements speak only as of the date of this report; we disclaim any
obligation to update these statements unless required by securities law, and we caution you not to rely on them unduly. We have based these forward-looking
statements on our current expectations and assumptions about future events. While our management considers these expectations and assumptions to be
reasonable, they are inherently subject to significant business, economic, competitive, regulatory and other risks, contingencies and uncertainties, most of
which are difficult to predict and many of which are beyond our control. These risks, contingencies and uncertainties relate to, among other matters, the
following:

· Economic uncertainty and financial market conditions may impact our customer base, suppliers and backlog.

· Our backlog is subject to unexpected adjustments and cancellations and, therefore, may not be a reliable indicator of our future earnings.

· The use of percentage-of-completion accounting on our fixed-price contracts could result in volatility in our results of operations.

· A portion of our contracts contain terms with penalty provisions.

· Fluctuations in the price and supply of raw materials used to manufacture our products may reduce our profits and could materially impact our
ability to meet commitments to our customers.

· Our industry is highly competitive.

· Our operations could be adversely impacted by the effects of government regulations.

· Changes in tax laws and regulations may change our effective tax rate and could have a material effect on our financial results.

· Our international operations expose us to risks that are different from, or possibly greater than, the risks we are exposed to domestically and
may adversely affect our operations.

· Acquisitions involve a number of risks.

· Our operating results may vary significantly from quarter to quarter.

· The departure of key personnel could disrupt our business.

· Our business requires skilled labor, and we may be unable to attract and retain qualified employees.

· Actual and potential claims, lawsuits and proceedings could ultimately reduce our profitability and liquidity and weaken our financial condition.

· Unforeseen difficulties with our enterprise resource planning, engineering and manufacturing process systems (Business Systems) could
adversely affect our internal controls and our business.

· We carry insurance against many potential liabilities, but our management of risk may leave us exposed to unidentified or unanticipated risks.

· Technological innovations by competitors may make existing products and production methods obsolete.

· Catastrophic events could disrupt our business.

· Unforeseen difficulties with expansions or relocation of our existing facilities could adversely affect our operations.

17



· Due to the cyclical nature of the oil and gas industry, our business may be adversely impacted by extended periods of low oil or natural gas
prices or unsuccessful exploration efforts which may decrease our customers’ spending and therefore our results in the future.

We believe the items we have outlined above are important factors that could cause estimates included in our financial statements to differ materially from
actual results and those expressed in a forward-looking statement made in this report or elsewhere by us or on our behalf.  We have discussed many of these
factors in more detail in our Annual Report on Form 10-K for the year ended September 30, 2014. These factors are not necessarily all of the factors that
could affect us. Unpredictable or unanticipated factors we have not discussed in this report could also have material adverse effects on actual results. We do
not intend to update our description of important factors each time a potential important factor arises, except as required by applicable securities laws and
regulations. We advise our shareholders that they should (1) be aware that factors not referred to above could affect the accuracy of our forward-looking
statements and (2) use caution when considering our forward-looking statements.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with the accompanying condensed
consolidated financial statements and related notes included elsewhere in this Quarterly Report on Form 10-Q and with our Annual Report on Form 10-K for
the year ended September 30, 2014 which was filed with the Securities and Exchange Commission (SEC) on December 3, 2014 and is available on the SEC’s
website at www.sec.gov.

Overview

We develop, design, manufacture and service custom-engineered equipment and systems for the management and control of electrical energy and other
critical processes. Headquartered in Houston, Texas, we serve the oil and gas refining, offshore oil and gas production, petrochemical, pipeline, terminal, pulp
and paper, mining and metals, light rail traction power, and electric utility markets. Revenues and costs are primarily related to custom engineered-to-order
equipment and systems and accounted for under percentage of completion accounting which precludes us from providing detailed price and volume
information.

The markets in which we participate are capital intensive and cyclical in nature. Cyclicality is predominantly driven by customer demand, global economic
conditions and anticipated environmental or regulatory changes which affect the manner in which our customers proceed with capital investments. Our
customers analyze various factors including the demand and price for oil, gas and electrical energy, the overall financial environment, governmental budgets,
regulatory actions and environmental concerns. These factors influence the release of new capital projects by our customers, which are traditionally awarded
in competitive bid situations. Scheduling is matched to the customer requirements and projects may take a number of months to produce; schedules also may
change during the course of any particular project. Our operating results can be impacted by factors outside of our control.  For example, many of our projects
have contracting arrangements where the customer’s approval of engineering and design specifications may affect the timing of the project execution thus
impacting the recognition of revenue and costs.

As of December 31, 2014, we have a backlog of unfilled orders of $505.7 million, which is a slight decrease from our backlog of unfilled orders of $507.1
million as of September 30, 2014. Our backlog includes various projects, some of which are petrochemical, oil and gas construction and transportation
infrastructure projects which take a number of months to produce.

We anticipate that demand for our solutions in the western Canadian oil and gas markets will continue to be a contributor to our strategic position in the
Canadian market place.  We completed the construction of our new Canadian facility and relocated operations in the fall of 2013 and we are currently working
on a $33 million expansion of this manufacturing facility, of which approximately $20 million has been incurred as of December 31, 2014. The production
ramp of our Canadian operations has presented and continues to present challenges resulting in inefficiencies that have led to extended project delivery times,
higher operating costs, gross margin deterioration and delayed project revenues.  We continue to take actions to mitigate the risks associated with replicating
our U.S. project-based integration model which we believe will allow for the design, fabrication, integration and testing of our products.   Prior to the
construction of our new Canadian facility, we performed only final assembly operations in Canada.
 
On January 15, 2014, we sold our wholly-owned subsidiary Transdyn to a global provider of electronic toll collection systems, headquartered in Vienna,
Austria.  The purchase price from the sale of this subsidiary totaled $16.0 million, subject to working capital adjustments. We received cash of $14.4 million
and the remaining $1.6 million was placed into an escrow account until April 2015, to be released subject to certain contingent obligations. We have presented
the results of these operations as income from discontinued operations, net of tax, in the condensed consolidated statements of operations for the quarter
ended December 31, 2013.  Accordingly, we have removed Transdyn from the Results of Operations discussions below.

Results of Operations

Revenue and Gross Profit

Revenues decreased 11%, or $19.3 million, to $152.6 million in the first quarter of Fiscal 2015, compared to the first quarter of Fiscal 2014, primarily due to
the substantial completion of a large international project in Fiscal 2014.  Domestic revenues increased by 9%, or $7.9 million, to $96.9 million in the first
quarter of Fiscal 2015, compared to the first quarter of Fiscal 2014, and international revenues decreased by 33%, or $27.2 million, to $55.7 million in the
first quarter of Fiscal 2015, compared to the first quarter of Fiscal 2014.  We substantially completed a large international project in the fourth quarter of
Fiscal 2014 which is the primary reason for the decrease in international revenues and revenues as a whole in the first quarter of Fiscal 2015.  Revenues from
commercial and industrial customers decreased $2.0 million to $122.5 million in the first quarter of Fiscal 2015, compared to the first quarter of Fiscal 2014.
Revenues from public and private utilities decreased $10.2 million to $24.5 million in the first quarter of Fiscal 2015, compared to the first quarter of Fiscal
2014. Revenues from municipal and transit projects decreased $7.1 million to $5.6 million in the first quarter of Fiscal 2015, compared to the first quarter of
Fiscal 2014.

Gross profit for the first quarter of Fiscal 2015 decreased 40.1%, or $14.1 million, to $21.1 million, compared to the first quarter of Fiscal 2014.  Gross profit
as a percentage of revenues decreased to 13.8% in the first quarter of Fiscal 2015, compared to 20.5% in the
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first quarter of Fiscal 2014 primarily due to continued inefficiencies and incremental costs to hold customers’ schedules associated with the expansion and
ramp-up of our Canadian operations as well as the completion of the large international project noted above.

 
Selling, General and Administrative Expenses
 

Selling, general and administrative expenses decreased $0.8 million to $20.8 million during the first quarter of Fiscal 2015 when compared to the first quarter
of Fiscal 2014 partially due to the reduction in revenues and a reduction to incentive compensation, offset by an increase in personnel and administrative costs
associated with the expansion of our Canadian operations.  Additionally, costs increased in Fiscal 2015 as we are no longer capitalizing certain personnel costs
associated with the development and implementation of our enterprise resource planning, engineering and manufacturing process systems which were
implemented in the second half of Fiscal 2014. Selling, general and administrative expenses, as a percentage of revenues, increased slightly to 13.6% during
the first quarter of Fiscal 2015, compared to 12.6% during the first quarter of Fiscal 2014 due to the factors mentioned above.  
 

Income Tax Provision
 
We recorded a benefit for income taxes for continuing operations of $1.0 million in the first quarter of Fiscal 2015, compared to the provision of $3.9 million
recorded in the first quarter of Fiscal 2014.  The effective tax rate for the first quarter of Fiscal 2015 was    81% compared to an effective tax rate of 35% in
the first quarter of Fiscal 2014, primarily due to the differences in the availability of the Federal Research and Development Tax Credit (R&D Tax
Credit).  On December 19, 2014, the Tax Increase Prevention Act of 2014 was enacted which retroactively reinstated and extended the R&D Tax Credit for
one year through December 31, 2014.  The retroactive benefit for the previously expired period from January 1, 2014 to September 30, 2014 of $0.6 million is
reflected as a discrete item which had a favorable impact to our consolidated tax benefit for the first quarter of Fiscal 2015. The effective tax rate for the
quarter ended December 31, 2013 approximated the expected U.S. federal and state statutory rates as the majority of our income is attributable to the U.S.

Income from continuing operations

In the first quarter of Fiscal 2015, we recorded a loss from continuing operations of $0.2 million, or a loss per share of $0.02, compared to $7.3 million, or
$0.60 per diluted share, in the first quarter of Fiscal 2014.  Due to the R&D Tax Credit mentioned above, we recorded an additional tax benefit of $0.6 million
in the first quarter of Fiscal 2015.

Income from discontinued operations
 

In January 2014, we sold our wholly-owned subsidiary Transdyn to a global provider of electronic toll collection systems, headquartered in Vienna,
Austria.  We presented the results of these operations as income from discontinued operations, net of tax, for the quarter ended December 31, 2013.  We had
no income from discontinued operations in the first quarter of Fiscal 2015, and in the first quarter of Fiscal 2014, we recorded $1.0 million in discontinued
operations. For additional information about this disposition, see Note I in the Notes to Condensed Consolidated Financial Statements.

Backlog

The order backlog at December 31, 2014 was $505.7 million, compared to $507.1 million at September 30, 2014.  New orders placed during the first quarter
of Fiscal 2015 totaled $154.4 million compared to $192.2 million in the first quarter of Fiscal 2014.  

Liquidity and Capital Resources

Cash and cash equivalents decreased to $56.5 million at December 31, 2014, compared to $103.1 million at September 30, 2014.  As of December 31, 2014,
current assets exceeded current liabilities by 2.3 times and our debt to total capitalization was 0.76%.

We have a $75.0 million revolving credit facility in the U.S., which expires in December 2016. As of December 31, 2014, there were no amounts borrowed
under this line of credit. We also have an $8.6 million revolving credit facility in Canada. At December 31, 2014, there was no balance outstanding under the
Canadian revolving credit facility. Total long-term debt and capital lease obligations, including current maturities, totaled $2.8 million at December 31, 2014,
compared to $3.2 million at September 30, 2014. Total letters of credit outstanding were $18.3 million and $19.2 million at December 31, 2014 and 2013,
respectively, which reduce our availability under our U.S. credit facility and our Canadian revolving credit facility. Amounts available at December 31, 2014
under the U.S. and Canadian revolving credit facilities were $56.7 million and $8.6 million, respectively.  For further information regarding our debt, see
Notes E and F of Notes to Condensed Consolidated Financial Statements.
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Approximately $9.2 million of our cash at December 31, 2014, was held outside of the United States for international operations.  It is our intention to
indefinitely reinvest all current and future foreign earnings internationally in order to ensure sufficient working capital and support and expand these
international operations.  In the event that we elect to repatriate some or all of the foreign earnings that were previously deemed to be indefinitely reinvested
outside the U.S., under current tax laws we would incur additional tax expense upon such repatriation.

We believe that cash available and borrowing capacity under our existing credit facilities should be sufficient to finance anticipated operating activities,
capital improvements and expansions, debt repayments and share repurchases, for the foreseeable future. We continue to monitor the factors that drive our
markets and strive to maintain our leadership and competitive advantage in the markets we serve while aligning our cost structures with market conditions.

Operating Activities

Cash used in operating activities was $22.7 million during the first quarter of Fiscal 2015, compared to cash provided by operating activities of $5.3 million
during the first quarter of Fiscal 2014, primarily due to the net increase in accounts receivable, reduction of accrued liabilities primarily related to incentive
compensation payments offset by the improvement in our net underbilled position in the first quarter of Fiscal 2015. Cash flow from operations is primarily
influenced by demand for our products and services and is impacted as our progress payment terms with our customers are matched with the payment terms
with our suppliers.  

Investing Activities

Purchases of property, plant and equipment during the first quarter of Fiscal 2015 totaled $19.0 million compared to $5.8 million during the first quarter of
Fiscal 2014.  This increase results from the continued expansion of our Canadian operations in Fiscal 2015.

Financing Activities

Net cash used in financing activities was $4.0 million during the first quarter of Fiscal 2015 and $3.9 million during the first quarter of Fiscal 2014 primarily
from dividends paid during these quarters.  

Share Repurchase Program

On December 17, 2014, our Board of Directors authorized a repurchase program (the Repurchase Program) under which we may repurchase up to $25 million
of our outstanding stock.  The purchases may be made from time to time in the open market, through privately negotiated transactions and Rule 10b5-1
trading plans in accordance with applicable laws, rules and regulations.  The Repurchase Program will be funded from cash on hand and cash provided by
operating activities.  The Repurchase Program will expire as of the close of business on December 31, 2015.  As of December 31, 2014, no purchases have
been made under the Repurchase Program.

New Accounting Standards

See Note A to our condensed consolidated financial statements included in this report for information on new accounting standards.

Critical Accounting Policies

The discussion and analysis of our financial condition and results of operations are based on our condensed consolidated financial statements, which have
been prepared in accordance with U.S. GAAP. The preparation of these condensed consolidated financial statements requires us to make estimates and
assumptions that affect the reported amounts of assets and liabilities, disclosures of contingent assets and liabilities known to exist at the date of the
condensed consolidated financial statements and the reported amounts of revenues and expenses during the reporting period. We evaluate our estimates on an
ongoing basis, based on historical experience and on various other assumptions that are believed to be reasonable under the circumstances. There can be no
assurance that actual results will not differ from those estimates.

There have been no material changes to our critical accounting policies as disclosed in our Annual Report on Form 10-K for the year ended September 30,
2014.

Outlook

The markets in which we participate are capital-intensive and cyclical in nature. Cyclicality is predominantly driven by customer demand, global economic
conditions and anticipated environmental or regulatory changes which affect the manner in which our customers proceed with capital investments. Our
customers analyze various factors including the demand and price for oil, gas and
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electrical energy, the overall financial environment, governmental budgets, regulatory actions and environmental concerns. These factors influence the release
of new capital projects by our customers, which are traditionally awarded in competitive bid situations. Scheduling is matched to the customer requirements;
and projects may take a number of months to produce; schedules also may change during the course of any particular project.

Growth in demand for energy is expected to continue over the long term. This, when coupled with the need for replacement of existing infrastructure that is
nearing the end of its life cycle, demonstrates a continued need for products and services produced by us. Our orders over the past year have been solid,
driven primarily by the oil and gas and petrochemical industries overall, along with the specific demand associated with Canadian projects. The recent decline
in oil prices may present challenges in the near-term related to the funding of projects. We continue to monitor the impact of oil prices on our markets and will
adjust our cost structure accordingly.

Our operating results are frequently impacted by the timing and resolution of change orders and project close-out which could cause gross margins to improve
or deteriorate during the period in which these items are approved and finalized with customers. Our operating results are also impacted by other factors, such
as projects that have contract arrangements where the customer approval of final engineering and design specifications may delay the timing of the project
execution.

We completed the construction of our new Acheson, Alberta facility and relocated operations in the fall of 2013. The production ramp of our Canadian
operations has presented and may continue to present challenges resulting in inefficiencies and extended project delivery times. These challenges resulted in
incremental costs to hold customers’ schedules, gross margin deterioration and ultimately delayed the recognition of revenues.  We continue to take actions to
mitigate the risks associated with replicating our U.S. project-based integration model which we believe will allow for the design, fabrication, integration and
testing of our products.  Prior to the construction of our new Canadian facility, we performed only final assembly operations in Canada.

We are in the process of expanding our manufacturing facility in Acheson, Alberta, Canada. The expansion is expected to cost approximately $33 million, of
which approximately $20 million has been incurred as of December 31, 2014.  The remainder is expected to be funded from our existing cash and cash
equivalents and future cash flows from operations. We expect the expansion of our Canadian facility to be completed in the spring of 2015.

We believe that cash available and borrowing capacity under our existing credit facilities should be sufficient to finance anticipated operating activities,
capital improvements, debt repayments and share repurchases for the foreseeable future. We continue to monitor our markets and will strive to maintain our
leadership and competitive advantage in the markets we serve.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

We are exposed to certain market risks arising from transactions we have entered into in the normal course of business. These risks primarily relate to
fluctuations in market conditions, commodity prices, foreign exchange rates and interest rates.

Market Risk

We are exposed to general market risk and its potential impact on accounts receivable or costs and estimated earnings in excess of billings on uncompleted
contracts. The amounts recorded may be at risk if our customers’ ability to pay these obligations is negatively impacted by economic conditions. Our
customers and their industries are typically EPC firms, oil and gas refining, offshore oil and gas production, petrochemical, pipeline, terminal, pulp and paper,
mining and metals, light rail traction power, electric utility and other large industrial customers. We maintain ongoing discussions with customers regarding
contract status with respect to payment status, change orders and billing terms in an effort to monitor collections of amounts billed

Commodity Price Risk

We are subject to market risk from fluctuating market prices of certain raw materials. While such materials are typically available from numerous suppliers,
commodity raw materials are subject to price fluctuations. We attempt to pass along such commodity price increases to our customers on a contract-by-
contract basis to avoid a negative effect on profit margin. While we may do so in the future, we have not currently entered into any derivative contracts to
hedge our exposure to commodity risk. We continue to experience price volatility with some of our key raw materials and components. Fixed-price contracts
may limit our ability to pass cost increases to our customers, thus negatively impacting our earnings. Fluctuations in commodity prices may have a material
impact on our future earnings and cash flows.

Foreign Currency Transaction Risk

We have operations that expose us to currency risk in the British Pound Sterling, the Canadian Dollar and to a lesser extent the Euro. Amounts invested in our
foreign operations are translated into U.S. Dollars at the exchange rates in effect at the balance sheet date. The resulting translation adjustments are recorded
as accumulated other comprehensive income (loss), a component of stockholders’
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equity in our consolidated balance sheets. We believe the exposure to the effects that fluctuating foreign currencies have on our consolidated results of
operations is limited because the foreign operations primarily invoice customers and collect obligations in their respective currencies or U.S. Dollars. Our
international operations are financed utilizing local credit facilities denominated in local currencies. Additionally, expenses associated with these transactions
are generally contracted and paid for in the same local currencies. A 10% unfavorable change in the U.S. Dollar exchange rate, relative to other functional
currencies in which we operate, would not materially impact our consolidated balance sheet at December 31, 2014.  

Interest Rate Risk

If we decide to borrow under one of our credit facilities, we will be subject to market risk resulting from changes in interest rates related to our floating rate
bank credit facility. If we were to make such borrowings, a hypothetical 100 basis point increase in variable interest rates may result in a material impact to
our financial statements. While we do not currently have any derivative contracts to hedge our exposure to interest rate risk, in the past we have entered and
may in the future enter into such contracts. During each of the past three years, we have not experienced a significant effect on our business due to changes in
interest rates.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

We have established and maintain a system of disclosure controls and procedures that are designed to provide reasonable assurance that information required
to be disclosed in our reports filed with the SEC pursuant to the Securities Exchange Act of 1934, as amended (Exchange Act), is recorded, processed,
summarized and reported within the time periods specified in the rules and forms of the SEC and that such information is accumulated and communicated to
our management, including our Chief Executive Officer (CEO) and Chief Financial Officer (CFO), as appropriate, to allow timely decisions regarding
required disclosures.

Management, with the participation of our CEO and CFO, has evaluated the effectiveness of the design and operation of our disclosure controls and
procedures (as defined in Rules 13a-15(e) and 15d-15(e) of the Exchange Act) as of the end of the period covered by this report.  Based on such evaluation,
our CEO and CFO have each concluded that as of the end of the period, our disclosure controls and procedures were effective to provide reasonable assurance
that information required to be disclosed by us in reports that we file or submit under the Exchange Act is recorded, processed, summarized and reported
within the time periods specified in the SEC’s rules and forms and that such information is accumulated and communicated to our management, including the
CEO and CFO, as appropriate, to allow timely decisions regarding required disclosures.

Changes in Internal Control over Financial Reporting

There have been no changes in our internal control over financial reporting that occurred during the last fiscal quarter that have materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting.

PART II — OTHER INFORMATION
 

Item 1. Legal Proceedings

We are involved in various legal proceedings, claims and other disputes arising in the ordinary course of business which, in general, are subject to
uncertainties and the outcomes are not predictable.  We do not believe that the ultimate conclusion of these disputes could materially affect our financial
position or results of operations.

 
Item 1A. Risk Factors

There are no material changes from the risk factors previously disclosed in the Company’s Annual Report on Form 10-K for the fiscal year ended September
30, 2014.

 
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

On December 17, 2014, our Board of Directors authorized a repurchase program (the Repurchase Program) under which we may repurchase up to $25 million
of our outstanding stock.  The purchases may be made from time to time in the open market, through privately negotiated transactions and Rule 10b5-1
trading plans in accordance with applicable laws, rules and regulations.  The Repurchase Program will be funded from cash on hand and cash provided by
operating activities.  The Repurchase Program will expire as of the close of business on December 31, 2015.  As of December 31, 2014, no purchases have
been made under the Repurchase Program.
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Item 6. Exhibits
 
Number    Description of Exhibits

3.1 —  Certificate of Incorporation of Powell Industries, Inc. filed with the Secretary of State of the State of Delaware on February 11, 2004
(filed as Exhibit 3.1 to our Form 8-A/A filed November 1, 2004, and incorporated herein by reference).

     

3.2 —  Amended and Restated Bylaws of Powell Industries, Inc. (filed as Exhibit 3.1 to our Form 8-K filed October 12, 2012, and incorporated
herein by reference).

     

*10.1 —  Second Amendment to Amended Credit Agreement, dated December 31, 2014, among Powell Industries, Inc., as Parent, certain
subsidiaries of Powell Industries, Inc. identified therein, as Guarantors, Bank of America, N.A., as Administrative Agent, Swing Line
Lender and L/C issuer, and the Lenders party thereto.

     

*31.1 —  Certification of Chief Executive Officer pursuant to Rule 13a-14(a)/15d-14(a).
     

*31.2 —  Certification of Chief Financial Officer pursuant to Rule 13a-14(a)/15d-14(a).
     

*32.1 —  Certification of Chief Executive Officer Pursuant to Section 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

     

*32.2 —  Certification of Chief Financial Officer Pursuant to Section 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002.

     

*101.INS —  XBRL Instance Document
     

*101.SCH —  XBRL Taxonomy Extension Schema Document
     

*101.CAL —  XBRL Taxonomy Extension Calculation Linkbase Document
     

*101.DEF —  XBRL Taxonomy Extension Definition Linkbase Document
     

*101.LAB —  XBRL Taxonomy Extension Label Linkbase Document
     

*101.PRE —  XBRL Taxonomy Extension Presentation Linkbase Document
 

* Filed herewith
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.
 
 POWELL INDUSTRIES, INC.
 (Registrant)
   
Date:  February 4, 2015 By: /s/  Michael A. Lucas
  Michael A. Lucas
  President and Chief Executive Officer
  (Principal Executive Officer)
   
 By: /s/  Don R. Madison
  Don R. Madison
  Executive Vice President
  Chief Financial and Administrative Officer
  (Principal Financial Officer)
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EXHIBIT INDEX
 
Number    Exhibit Title

3.1  —  Certificate of Incorporation of Powell Industries, Inc. filed with the Secretary of State of the State of Delaware on February 11, 2004
(filed as Exhibit 3.1 to our Form 8-A/A filed November 1, 2004, and incorporated herein by reference).

     

3.2  —  Amended and Restated Bylaws of Powell Industries, Inc. (filed as Exhibit 3.1 to our Form 8-K filed October 12, 2012, and incorporated
herein by reference).

     

*10.1  —  Second Amendment to Amended Credit Agreement, dated December 31, 2014, among Powell Industries, Inc., as Parent, certain
subsidiaries of Powell Industries, Inc. identified therein, as Guarantors, Bank of America, N.A., as Administrative Agent, Swing Line
Lender and L/C issuer, and the Lenders party thereto.

     

*31.1  —  Certification of Chief Executive Officer pursuant to Rule 13a-14(a)/15d-14(a).
     

*31.2  —  Certification of Chief Financial Officer pursuant to Rule 13a-14(a)/15d-14(a).
     

*32.1  —  Certification of Chief Executive Officer Pursuant to Section 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

     

*32.2  —  Certification of Chief Financial Officer Pursuant to Section 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002.

     

*101.INS  —  XBRL Instance Document
     

*101.SCH  —  XBRL Taxonomy Extension Schema Document
     

*101.CAL  —  XBRL Taxonomy Extension Calculation Linkbase Document
     

*101.DEF  —  XBRL Taxonomy Extension Definition Linkbase Document
     

*101.LAB  —  XBRL Taxonomy Extension Label Linkbase Document
     

*101.PRE  —  XBRL Taxonomy Extension Presentation Linkbase Document
 

* Filed herewith
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Exhibit 10.1

SECOND AMENDMENT TO CREDIT AGREEMENT

THIS SECOND AMENDMENT TO CREDIT AGREEMENT (this “Amendment”) is entered into as of December 31, 2014 (the “Effective Date”),
among Powell Industries, Inc., a Delaware corporation (“Borrower”), Powell Electrical Systems, Inc., and Powell Industries International, Inc.
(“Guarantors”), Bank of America, N.A., as Administrative Agent, Swingline Lender and L/C Issuer under the Credit Agreement (in such capacity as
administrative agent, together with its successors in such capacity, “Administrative Agent”), and each lender from time to time party to the Credit Agreement
(collectively, “Lenders” and individually, a “Lender”).  Capitalized terms used but not defined in this Amendment have the meaning given them in the Credit
Agreement (defined below).

RECITALS

A.     Borrower and Guarantors (collectively, the “Loan Parties”), Administrative Agent and Lenders entered into that certain Credit Agreement dated
as of December 31, 2013 (as amended by that certain First Amendment to Credit Agreement dated as of March 28, 2014, and as further amended, restated or
supplemented from time to time, the “Credit Agreement”).  As of the date hereof, Bank of America, N.A. is the sole Lender under the Credit Agreement.

B.     The Loan Parties have requested that Administrative Agent and Lender amend the Credit Agreement to permit (i) Borrower’s purchase of its
outstanding Equity Interests pursuant to a share repurchase program and (ii) Borrower to make up to $42,000,000 in additional Capital Expenditures in fiscal
year 2015 for the purpose of expanding its Canadian facility.

C.     Administrative Agent and Lender have agreed to amend the Credit Agreement, subject to the terms and conditions of this Amendment.

NOW THEREFORE, for good and valuable consideration, the receipt and sufficiency of which are acknowledged, the undersigned hereby agree as
follows:

1.     Amendments to Credit Agreement.

(a)     Section 7.06 (Restricted Payments) of the Credit Agreement is hereby amended to delete the period at the end of clause (d) thereof and to
replace it with a semicolon, and to add the following new clause (e) thereafter, as follows:

“; and (e) Borrower may purchase or otherwise acquire shares of its common stock pursuant to share repurchase programs authorized, from time to
time, by its board of directors, in an amount not to exceed $35,000,000 in the aggregate, from December 18, 2014 through December 31, 2018.”

(b)     Section 7.12 (Capital Expenditures), of the Credit Agreement is hereby deleted in its entirety and replaced with the following:

“7.12     Capital Expenditures.

Make or become legally obligated to make any Capital Expenditure, except for Capital Expenditures in the ordinary course of business not
exceeding $20,000,000, in the aggregate for the Borrower and its Subsidiaries during any fiscal year; provided that, notwithstanding the foregoing
limitation, in fiscal year 2015, the Borrower is permitted to make up to an additional $42,000,000 in Capital Expenditures for the purpose of expanding
its Canadian facility.”

2.     Conditions.  This Amendment shall be effective on the Effective Date once each of the following have been delivered to Administrative Agent in
form and substance satisfactory to Administrative Agent and Lender:

(a) this Amendment executed by the Loan Parties, Administrative Agent, and Lender; and

(b) such other documents as Administrative Agent and Lender may reasonably request.

3.     Representations and Warranties.  Each Loan Party represents and warrants to Administrative Agent and Lender that (a) it possesses all requisite
power and authority to execute, deliver and comply with the terms of this Amendment, (b) this Amendment has been duly authorized and approved by all
requisite corporate action on the part of such Loan Party, (c) no other consent of any Person (other than Administrative Agent and Lender) is required for this
Amendment to be effective, (d) the execution and delivery of this Amendment does not violate its organizational documents, (e) the representations and
warranties in each Loan Document to which it
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is a party are true and correct in all material respects on and as of the date of this Amendment as though made on the date of this Amendment (except to the
extent that such representations and warranties speak to a specific date), (f) it is in full compliance with all covenants and agreements contained in each Loan
Document to which it is a party, and (g) no Default or Event of Default has occurred and is continuing.  The representations and warranties made in this
Amendment shall survive the execution and delivery of this Amendment.  No investigation by Administrative Agent or Lender is required for Administrative
Agent and Lender to rely on the representations and warranties in this Amendment.

4.     Scope of Amendment and Waiver; Reaffirmation; Release.  Except as affected by this Amendment, the Loan Documents are unchanged and
continue in full force and effect.  However, in the event of any inconsistency between the terms of the Credit Agreement (as amended by this Amendment)
and any other Loan Document, the terms of the Credit Agreement shall control and such other document shall be deemed to be amended to conform to the
terms of the Credit Agreement.  Each Loan Party hereby reaffirms its obligations under the Loan Documents to which it is a party and agrees that all Loan
Documents to which it is a party remain in full force and effect and continue to be legal, valid, and binding obligations enforceable in accordance with their
terms (as the same are affected by this Amendment).  Each Loan Party hereby releases Administrative Agent and Lender from any liability for actions or
omissions in connection with the Credit Agreement and the other Loan Documents prior to the date of this Amendment.

5. Miscellaneous.

(a)     No Waiver of Defaults.  This Amendment does not constitute (i) a waiver of, or a consent to, (A) any provision of the Credit Agreement
or any other Loan Document not expressly referred to in this Amendment, or (B) any present or future violation of, or default under, any provision of
the Loan Documents, or (ii) a waiver of Administrative Agent’s or Lender’s right to insist upon future compliance with each term, covenant, condition
and provision of the Loan Documents.

(b)     Form.  Each agreement, document, instrument or other writing to be furnished to Administrative Agent under any provision of this
Amendment must be in form and substance satisfactory to Administrative Agent and its counsel.

(c)     Headings.  The headings and captions used in this Amendment are for convenience only and will not be deemed to limit, amplify or
modify the terms of this Amendment, the Credit Agreement, or the other Loan Documents.

(d)     Costs, Expenses and Attorneys’ Fees. The Loan Parties agree to pay or reimburse Administrative Agent on demand for all its reasonable
out-of-pocket costs and expenses incurred in connection with the preparation, negotiation, and execution of this Amendment, including, without
limitation, the reasonable fees and disbursements of Administrative Agent’s counsel.

(e)     Successors and Assigns.  This Amendment shall be binding upon and inure to the benefit of each of the undersigned and their respective
successors and permitted assigns.

(f)     Multiple Counterparts.  This Amendment may be executed in any number of counterparts with the same effect as if all signatories had
signed the same document.  All counterparts must be construed together to constitute one and the same instrument.  This Amendment may be
transmitted and signed by facsimile and portable document format (PDF).  The effectiveness of any such documents and signatures shall, subject to
applicable law, have the same force and effect as manually-signed originals and shall be binding on each Loan Party, Administrative Agent, and
Lender.  Administrative Agent may also require that any such documents and signatures be confirmed by a manually-signed original; provided that, the
failure to request or deliver the same shall not limit the effectiveness of any facsimile or PDF document or signature.

(g)     Governing Law.  This Amendment and the other Loan Documents must be construed, and their performance enforced, under Texas law.

(h)     Entirety.  THE LOAN DOCUMENTS (AS AMENDED HEREBY) REPRESENT THE FINAL AGREEMENT AMONG EACH LOAN PARTY, ADMINISTRATIVE AGENT,
AND LENDER WITH RESPECT TO THE SUBJECT MATTER THEREOF AND MAY NOT BE CONTRADICTED BY EVIDENCE OF PRIOR, CONTEMPORANEOUS, OR SUBSEQUENT

ORAL AGREEMENTS BY THE PARTIES.  THERE ARE NO UNWRITTEN ORAL AGREEMENTS AMONG THE PARTIES.
 

[Signatures appear on the following pages]
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The Amendment is executed as of the Effective Date.

 
BORROWER:
   
POWELL INDUSTRIES, INC.
   
By:   
  Don R. Madison
  Executive Vice President, Secretary and Treasurer
   
GUARANTORS:
   
POWELL INDUSTRIES INTERNATIONAL, INC.,
a Delaware corporation
   
By:   
  Don R. Madison
  Vice President, Secretary, and Treasurer
   
POWELL ELECTRICAL SYSTEMS, INC.,
a Delaware corporation
   
By:   
  Don R. Madison
  Vice President, Secretary, and Treasurer
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BANK OF AMERICA, N.A., as Administrative Agent
   
By:   
  Shelley A. McGregor
  Senior Vice President
   
BANK OF AMERICA, N.A., as a Lender, L/C Issuer
and Swingline Lender
   
By:   
  Shelley A. McGregor
  Senior Vice President
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Exhibit 31.1

CERTIFICATION

I, Michael A. Lucas, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Powell Industries, Inc.;

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

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

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

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

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

 
/s/ Michael A. Lucas
Michael A. Lucas
President and Chief Executive Officer
(Principal Executive Officer)

Date: February 4, 2015



Exhibit 31.2

CERTIFICATION

I, Don R. Madison, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Powell Industries, Inc.;

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

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

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

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

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

 
/s/ Don R. Madison
Don R. Madison
Executive Vice President
Chief Financial and Administrative Officer
(Principal Financial Officer)

Date: February 4, 2015
 



 
Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with this Quarterly Report (the “Report”) on Form 10-Q of Powell Industries, Inc. (the “Company”) for the quarter ended December 31,
2014, as filed with the Securities and Exchange Commission on the date hereof, I, Michael A. Lucas, Chief Executive Officer of the Company, certify,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

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

 
/s/ Michael A. Lucas
Michael A. Lucas
President and Chief Executive Officer

Date: February 4, 2015

 



 
Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with this Quarterly Report (the “Report”) on Form 10-Q of Powell Industries, Inc. (the “Company”) for the quarter ended December 31,
2014, as filed with the Securities and Exchange Commission on the date hereof, I, Don R. Madison, Executive Vice President and Chief Financial Officer of
the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

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

 
/s/ Don R. Madison
Don R. Madison
Executive Vice President
Chief Financial and Administrative Officer

Date: February 4, 2015

 


