
TETRA TECH INC
Form 424B3
October 09, 2001

QuickLinks  -- Click here to rapidly navigate through this document

PROSPECTUS

TETRA TECH, INC.

152,411 Shares of Common Stock

    The stockholders of Tetra Tech, Inc. listed herein are offering and selling 152,411 shares of Common Stock of Tetra Tech, Inc. under this
prospectus.

Investing in Tetra Tech, Inc. Common Stock involves risks.
See Risk Factors beginning on page 2.

    One of the selling stockholders obtained her shares of Common Stock on September 26, 2001 in connection with Tetra Tech, Inc.'s acquisition
of Sciences International, Inc. The other selling stockholder obtained its shares of Common Stock on September 26, 2001 in connection with
Tetra Tech, Inc.'s acquisition of certain assets of Shepherd Miller, Inc. Some or all of the selling stockholders expect to sell their shares.

    The selling stockholders may offer their shares of Common Stock through public or private transactions, on or off the Nasdaq National
Market, at prevailing market prices, or at privately negotiated prices.

    Tetra Tech, Inc. Common Stock is traded on the Nasdaq National Market under the symbol "TTEK." On October 8, 2001 the closing price of
the Common Stock on the Nasdaq National Market was $24.80 per share.

The Securities and Exchange Commission and state securities regulators have not approved or disapproved these securities, or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The date of this Prospectus is October 9, 2001

THE COMPANY

    Tetra Tech, Inc. is a leading provider of specialized management consulting and technical services in three principal business areas: resource
management, infrastructure and communications. As a specialized management consultant, we assist our clients in defining problems and
developing innovative and cost-effective solutions. Our management consulting services are complemented by our technical services. These
technical services, which implement solutions, include research and development, applied science, engineering and architectural design,
construction management, and operations and maintenance. Our clients include a diverse base of public and private organizations located in the
United States and internationally.

    Since our initial public offering in December 1991, we have increased the size and scope of our business and have expanded our service
offerings through a series of strategic acquisitions and internal growth. We have more than 7,400 employees located in more than 150 offices
worldwide.

    Our principal executive offices are located at 670 North Rosemead Boulevard, Pasadena, California 91107, and our telephone number is
(626) 351-4664. Our website is located at www.tetratech.com. Information contained in our website is not a part of this prospectus.

USE OF PROCEEDS
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    The selling stockholders are offering all of the shares of Common Stock covered by this prospectus. We will not receive any proceeds from
the sales of these shares.

RISK FACTORS

An investment in the shares of Common Stock offered by this prospectus involves a high degree of risk. You should carefully review the
following risk factors as well as the other information set forth in this prospectus before making an investment.

Some of the information in this prospectus or incorporated by reference in this prospectus contains forward-looking statements that involve
substantial risks and uncertainties. You can identify these statements by forward-looking words such as "may," "will," "expect," "anticipate,"
"believe," "estimate" and "continue" or similar words. You should read statements that contain these words carefully because they: (1) discuss
our future expectations; (2) contain projections of our future operating results or of our future financial condition; or (3) state other
"forward-looking" information. We believe it is important to communicate our expectations to our investors. There may be events in the future,
however, that we are not accurately able to predict or over which we have no control. The risk factors listed in this section, as well as any
cautionary language in this prospectus, provide examples of risks, uncertainties and events that may cause our actual results to differ materially
from the expectations we describe in our forward-looking statements. Before you invest in our Common Stock, you should be aware that the
occurrence of any of the events described in these risk factors and elsewhere in this prospectus could have a material adverse effect on our
business, financial condition and operating results and that upon the occurrence of any of these events, the trading price of our Common Stock
could decline and you could lose all or part of your investment.

There are risks associated with our acquisition strategy that could adversely impact our business and operating results

    A significant part of our growth strategy is to acquire other companies that complement our lines of business or that broaden our geographic
presence. During fiscal 2000, we purchased nine companies in eight separate transactions. During the nine months ended July 1, 2001, we
purchased nine companies in eight separate transactions. We expect to continue to acquire companies as an element of
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our growth strategy. Acquisitions involve certain risks that could cause our actual growth or operating results to differ from our expectations or
the expectations of security analysts. For example:

�
We may not be able to identify suitable acquisition candidates or to acquire additional companies on favorable terms;

�
We compete with others to acquire companies. Competition may increase and may result in decreased availability or
increased price for suitable acquisition candidates;

�
We may not be able to obtain the necessary financing, on favorable terms or at all, to finance any of our potential
acquisitions;

�
We may ultimately fail to consummate an acquisition even if we announce that we plan to acquire a company;

�
We may fail to successfully integrate or manage these acquired companies due to differences in business backgrounds or
corporate cultures;

�
These acquired companies may not perform as we expect;

�
We may find it difficult to provide a consistent quality of service across our geographically diverse operations; and

�
If we fail to successfully integrate any acquired company, our reputation could be damaged. This could make it more
difficult to market our services or to acquire additional companies in the future.
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In addition, our acquisition strategy may divert management's attention away from our primary service offerings, result in the loss of key clients
or personnel and expose us to unanticipated liabilities.

    Finally, acquired companies that derive a significant portion of their revenues from the Federal government and that do not follow the same
cost accounting policies and billing procedures as we do may be subject to larger cost disallowances for greater periods than we typically
encounter. If we fail to determine the existence of unallowable costs and establish appropriate reserves in advance of an acquisition we may be
exposed to material unanticipated liabilities, which could have a material adverse effect on our business.

Our quarterly operating results may fluctuate significantly, which could have a negative effect on the price of our Common Stock

    Our quarterly revenues, expenses and operating results may fluctuate significantly because of a number of factors, including:

�
The seasonality of the spending cycle of our public sector clients, notably the Federal government;

�
Employee hiring and utilization rates;

�
The number and significance of client engagements commenced and completed during a quarter;

�
Credit worthiness and solvency of clients;

�
The ability of clients to terminate engagements without penalties;

�
Delays incurred in connection with an engagement;

�
The size and scope of engagements;

�
The timing of expenses incurred for corporate initiatives;

�
The timing and size of the return on investment capital; and
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�
General economic and political conditions.

Variations in any of these factors could cause significant fluctuations in our operating results from quarter to quarter and could result in net
losses.

The value of our Common Stock could continue to be volatile

    The trading price of our Common Stock has fluctuated widely. In addition, in recent years the stock market has experienced extreme price and
volume fluctuations. The overall market and the price of our Common Stock may continue to fluctuate greatly. The trading price of our
Common Stock may be significantly affected by various factors, including:

�
Quarter to quarter variations in our operating results;

�
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Changes in environmental legislation;

�
Changes in investors' and analysts' perception of the business risks and conditions of our business;

�
Broader market fluctuations; and

�
General economic or political conditions.

If we are not able to successfully manage our growth strategy, our business and results of operations may be adversely affected

    We are growing rapidly. Our growth presents numerous managerial, administrative, operational and other challenges. Our ability to manage
the growth of our operations will require us to continue to improve our operational, financial and human resource management information
systems and our other internal systems and controls. In addition, our growth will increase our need to attract, develop, motivate and retain both
our management and professional employees. The inability of our management to manage our growth effectively or the inability of our
employees to achieve anticipated performance or utilization levels, could have a material adverse effect on our business.

The loss of key personnel or our inability to attract and retain qualified personnel could significantly disrupt our business

    We depend upon the efforts and skills of our executive officers, senior managers and consultants. With limited exceptions, we do not have
employment agreements with any of these individuals. The loss of the services of any of these key personnel could adversely affect our business.
Although we have obtained non-compete agreements from certain principals and stockholders of companies we have acquired, we generally do
not have non-compete or employment agreements with key employees who were not once equity holders of these companies. We do not
maintain key-man life insurance policies on any of our executive officers or senior managers.

    Our future growth and success depends on our ability to attract and retain qualified scientists and engineers. The market for these
professionals is competitive and we may not be able to attract and retain such professionals.

Changes in existing laws and regulations could reduce the demand for our services

    A significant amount of our resource management business is generated either directly or indirectly as a result of existing Federal and state
governmental laws, regulations and programs. Any changes in these laws or regulations that reduce funding or affect the sponsorship of these
programs could reduce the demand for our services and could have a material adverse effect on our business.
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Our revenue from agencies of the Federal government is concentrated, and a reduction in spending by these agencies could adversely
affect our business and operating results

    Agencies of the Federal government are among our most significant clients. During the nine months ended July 1, 2001, approximately 25.0%
of our net revenue was derived from Federal agencies, of which 12.8% was derived from the Department of Defense (DOD), 8.8% from the
Environmental Protection Agency (EPA), 1.2% from the Department of Energy (DOE), and 2.2% from various other Federal government
agencies. Some contracts with Federal government agencies require annual funding approval and may be terminated at their discretion. A
reduction in spending by Federal government agencies could limit the continued funding of our existing contracts with them and could limit our
ability to obtain additional contracts. These limitations, if significant, could have a material adverse effect on our business.

Our revenue from commercial clients is significant, and the credit risks associated with certain of these clients could adversely affect our
operating results

    During the nine months ended July 1, 2001, approximately 53.4% of our net revenue was derived from commercial clients. We rely upon the
financial stability and credit worthiness of these clients. To the extent the credit quality of these clients deteriorates or these clients seek
bankruptcy protection, our ability to collect our receivables, and ultimately our operating results, may be adversely affected.

    On July 2, 2001, our client, Metricom, Inc. ("Metricom"), filed for protection under Chapter 11 of the U.S. Bankruptcy Code. At the time of
filing, we had outstanding accounts receivable with Metricom in the aggregate amount of $38.3 million. Potential proceeds from the resolution
of this bankruptcy proceeding cannot be reasonably estimated at this time.
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Our contracts with governmental agencies are subject to audit, which could result in the disallowance of certain costs

    Contracts with the Federal government and other governmental agencies are subject to audit. Most of these audits are conducted by the
Defense Contract Audit Agency (DCAA), which reviews our overhead rates, operating systems and cost proposals. The DCAA may disallow
costs if it determines that we accounted for these costs incorrectly or in a manner inconsistent with Cost Accounting Standards. A disallowance
of costs by the DCAA, or other governmental auditors, could have a material adverse effect on our business.

Our business and operating results could be adversely affected by losses under fixed-price contracts or termination of contracts at the
client's discretion

    We contract with Federal and state governments as well as with the commercial sector. These contracts are often subject to termination at the
discretion of the client with or without cause. Additionally, we enter into various types of contracts with our clients, including fixed-price and
fixed-unit price contracts. In the nine months ended July 1, 2001, approximately 43.4% of our net revenue was derived from fixed-price
contracts and fixed-unit price contracts. Fixed-price contracts protect clients and expose us to a number of risks. These risks include
underestimation of costs, problems with new technologies, unforeseen costs or difficulties, delays beyond our control and economic and other
changes that may occur during the contract period. Losses under fixed-price contracts or termination of contracts at the discretion of the client
could have a material adverse effect on our business.
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Our inability to find qualified subcontractors could adversely affect the quality of our service and our ability to perform under certain
contracts

    Under some of our contracts, we depend on the efforts and skills of subcontractors for the performance of certain tasks. Reliance on
subcontractors varies from project to project. During the nine months ended July 1, 2001, subcontractor costs comprised 24.6% of our gross
revenue. The absence of qualified subcontractors with whom we have a satisfactory relationship could adversely affect the quality of our service
and our ability to perform under some of our contracts.

Our industry is highly competitive and we may be unable to compete effectively

    We provide specialized management consulting and technical services to a broad range of public and private sector clients. The market for our
services is highly competitive and we compete with many other firms. These firms range from small regional firms to large national firms which
have greater financial and marketing resources than ours.

    We focus primarily on the resource management, infrastructure and communications business areas. We provide services to our clients which
include Federal, state and local agencies, and organizations in the private sector.

    We compete for projects and engagements with a number of competitors which can vary from 10 to 100 firms. Historically, clients have
chosen among competing firms based on the quality and timeliness of the firm's service. We believe, however, that price has become an
increasingly important factor.

    We believe that our principal competitors include, in alphabetical order, Black & Veatch LLP; Brown & Caldwell; Castle Tower Corporation;
CH2M Hill Companies Ltd.; EA Engineering, Science & Technology, Inc.; Earth Tech, Inc.; IT Group Inc.; Mastec, Inc.; Montgomery Watson;
o2wireless Solutions, Inc.; Quanta Services; Roy F. Weston, Inc.; Science Applications International Corporation; URS Corporation and
Wireless Facilities, Inc.

Our services expose us to significant risks of liability and our insurance policies may not provide adequate coverage

    Our services involve significant risks of professional and other liabilities which may substantially exceed the fees we derive from our services.
Our business activities could expose us to potential liability under various environmental laws such as the Comprehensive Environmental
Response, Compensation and Liability Act of 1980 (CERCLA). In addition, we sometimes contractually assume liability under indemnification
agreements. We cannot predict the magnitude of such potential liabilities.

    We currently maintain comprehensive general liability, umbrella and professional liability insurance policies. We believe that our insurance
policies are adequate for our business operations. Professional liability policies are "claims made" policies. Thus, only claims made during the
term of the policy are covered. Should we terminate our professional liability policy and not obtain retroactive coverage, we would be uninsured
for claims made after termination even if these claims are based on events or acts that occurred during the term of the policy. Additionally, our
insurance policies may not protect us against potential liability due to various exclusions and retentions. In addition, if we expand into new
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markets, we may not be able to obtain insurance coverage for such activities or, if insurance is obtained, the dollar amount of any liabilities
incurred could exceed our insurance coverage. Partially or completely uninsured claims, if successful and of significant magnitude, could have a
material adverse affect on our business.
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We may be precluded from providing certain services due to conflict of interest issues

    Many of our clients are concerned about potential or actual conflicts of interest in retaining management consultants. Federal government
agencies have formal policies against continuing or awarding contracts that would create actual or potential conflicts of interest with other
activities of a contractor. These policies, among other things, may prevent us from bidding for or performing contracts resulting from or relating
to certain work we have performed for the government. In addition, services performed for a private client may create a conflict of interest that
precludes or limits our ability to obtain work from other public or private organizations. We have, on occasion, declined to bid on projects
because of these conflicts of interest issues.

Our international operations expose us to risks such as foreign currency fluctuations

    During the nine months ended July 1, 2001, approximately 3.6% of our net revenue was derived from the international marketplace. Some
contracts with our international clients are denominated in foreign currencies. As such, these contracts contain inherent risks including foreign
currency exchange risk and the risk associated with expatriating funds from foreign countries. If our international revenue increases, our
exposure to foreign currency fluctuations will also increase. We periodically enter into forward exchange contracts to address certain foreign
currency fluctuations.
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SELLING STOCKHOLDERS

    We acquired Sciences International, Inc., a Delaware corporation ("SII"), pursuant to the terms of an Agreement and Plan of Reorganization
dated September 26, 2001 among Tetra Tech, SII, SII Acquisition Corporation and the sole shareholder of SII (the "SII Acquisition"). In
connection with the SII Acquisition, we issued to the SII shareholder an aggregate of 110,007 shares of our Common Stock.

    We acquired certain assets of Shepherd Miller, Inc., a Colorado corporation ("SMI"), pursuant to the terms of an Asset Purchase Agreement
dated September 26, 2001 among Tetra Tech, MFG, Inc., SMI and certain shareholders of SMI (the "SMI Acquisition"). In connection with the
SMI Acquisition, we issued to SMI 42,404 shares of our Common Stock.

    Under a Registration Rights Agreements dated as of September 26, 2001, we agreed to register the shares of Common Stock issued to the
former SII shareholder and to SMI, and to use commercially reasonable efforts to keep the registration statement effective until the date on
which the selling stockholders may sell their shares of Common Stock under Rule 144 promulgated under the Securities Act of 1933, as
amended (the "Securities Act"), without any volume limitation. Our registration of the shares of Common Stock does not necessarily mean that
the selling stockholders will sell all or any of the shares.

    The shares listed below represent all of the shares that each selling stockholder currently owns of our Common Stock. Except as otherwise
noted, we know of no agreements among our stockholders which relate to voting or investment power over our Common Stock. Except as
otherwise noted, the address of the first selling stockholder is c/o Sciences International, Inc., 1800 Diagonal Road, Suite 500, Alexandria, VA
22314, and the address of Shepherd Miller, Inc. is 3801 Automation Way, Suite 100, Fort Collins, CO 80525.

Names

Shares
Beneficially

Owned Prior
to Offering %

Number of
Shares
Offered

Elizabeth Anderson 110,007 * 110,007
Shepherd Miller, Inc. 42,404 * 42,404
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*
Represents less than 1% of the outstanding shares of Common Stock.

    Elizabeth Anderson is an employee of SII. No selling stockholder has had any material relationship with us, or any of our predecessors or
affiliates, other than as an employee. Because the selling stockholders may sell all or part of their shares of Common Stock offered hereby, no
estimate can be given as to the number of shares of Common Stock that will be held by any selling stockholder upon termination of any offering
made hereby.

8

PLAN OF DISTRIBUTION

    We are registering the shares of Common Stock on behalf of the selling stockholders. As used herein, "selling stockholders" includes donees
and pledgees selling shares received from a named selling stockholder after the date of this Prospectus. This Prospectus may also be used by
transferees of the selling stockholders or by other persons acquiring shares, including brokers who borrow the shares to settle short sales of
shares of Common Stock. We will bear all costs, expenses and fees in connection with the registration of the shares offered hereby. The selling
stockholders will bear brokerage commissions and any similar selling expenses associated with the sale of shares.

    The selling stockholders may offer their shares of Common Stock at various times in one or more of the following transactions:

�
on the Nasdaq National Market;

�
in the over-the-counter market;

�
in transactions other than on the Nasdaq National Market or in the over-the-counter market;

�
in connection with short sales of the shares of Common Stock;

�
by pledge to secure debts and other obligations;

�
in connection with the writing of non-traded and exchange-traded call options, in hedge transactions and in settlement of
other transactions in standardized or over-the-counter options; or

�
in any combination of any of the above transactions.

    In connection with hedging transactions, broker-dealers or other financial institutions may engage in short sales of the Common Stock in the
course of hedging the positions they assume with selling stockholders. The selling stockholders may also enter into options or other transactions
with broker-dealers or other financial institutions, which require the delivery to such broker-dealer or other financial institution of the shares
offered hereby, which shares may be resold pursuant to this prospectus (as supplemented or amended to reflect such transaction).

    The selling stockholders may sell their shares at market prices prevailing at the time of sale, at prices related to such prevailing market prices,
at negotiated prices or at fixed prices. The selling stockholders may use broker-dealers to sell their shares. If this happens, broker-dealers will
either receive discounts or commissions from purchasers of shares for whom they acted as agents.

    The selling stockholders have advised us that they have not entered into any agreements, understandings or arrangements with any
underwriters or broker-dealers regarding the sale of their securities, nor is there an underwriter or coordinating broker acting in connection with
the proposed sale of shares by the selling stockholders.
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    The selling stockholders and any broker-dealers that act in connection with the sale of shares might be deemed to be "underwriters" within the
meaning of Section 2(11) of the Securities Act, and any commissions received by such broker-dealers and any profit on the resale of the shares
sold by them while acting as principals might be deemed to be underwriting discounts or commissions under the Securities Act. We have agreed
to indemnify each selling stockholder against certain liabilities, including liabilities arising under the Securities Act. The selling stockholders
may agree to indemnify any agent, dealer or broker-dealer that participates in transactions involving sales of the shares against certain liabilities,
including liabilities arising under the Securities Act.

    Because the selling stockholders may be deemed to be "underwriters" within the meaning of Section 2(11) of the Securities Act, the selling
stockholders will be subject to the prospectus delivery requirements of the Securities Act. We have informed the selling stockholders that the
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anti-manipulative provisions of Regulation M promulgated under the Securities Exchange Act of 1934, as amended (the "Exchange Act"), may
apply to their sales in the market.

    The selling stockholders also may resell all or a portion of the shares in open market transactions in reliance upon Rule 144 under the
Securities Act, provided they meet the criteria and conform to the requirements of such Rule.

    Upon being notified by a selling stockholder that any material arrangement has been entered into with a broker-dealer for the sale of shares
through a block trade, special offering, exchange distribution or secondary distribution or a purchase by a broker or dealer, we will file a
supplement to this Prospectus, if required, pursuant to Rule 424(b) under the Securities Act, disclosing (i) the name of each such selling
stockholder and of the participating broker-dealer(s), (ii) the number of shares involved, (iii) the price at which such shares were sold, (iv) the
commissions paid or discounts or concessions allowed to such broker-dealer(s), where applicable, and (v) other facts material to the transaction.
In addition, upon being notified by a selling stockholder that a donee or pledgee intends to sell more than 500 shares, we will file a supplement
to this Prospectus.

WHERE YOU CAN FIND MORE INFORMATION

    We file annual, quarterly and special reports, proxy statements and other information with the Securities and Exchange Commission (SEC).
You may read and copy any document we file at the SEC's public reference room at 450 Fifth Street, N.W., Washington, D.C. 20549. Please call
the SEC at 1-800-SEC-0330 for further information on the public reference room. Our SEC filings are also available to the public from the
SEC's website at "http: //www.sec.gov."

    The SEC allows us to "incorporate by reference" the information we file with them, which means that we can disclose important information
to you by referring you to those documents. The information incorporated by reference is considered to be part of this prospectus, and
information that we file later with the SEC will automatically update and supersede this information. We incorporate by reference the documents
listed below and any future filings we will make with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act:

1.
Annual Report on Form 10-K for the fiscal year ended October 1, 2000, as filed with the SEC on December 29, 2000;

2.
Quarterly Report on Form 10-Q for the fiscal quarter ended December 31, 2000, as filed with the SEC on February 14, 2001;

3.
Quarterly Report on Form 10-Q for the fiscal quarter ended April 1, 2001, as filed with the SEC on May 16, 2001, as
amended by Amendment No. 1 and Amendment No. 2;

4.
Quarterly Report on Form 10-Q for the fiscal quarter ended July 1, 2001, as filed with the SEC on August 15, 2001;

5.
Definitive Proxy Statement for the 2001 Annual Meeting of Stockholders, as filed with the SEC on December 29, 2000;

6.
Definitive Consent Solicitation Statement, as filed with the SEC on May 31, 2001;

Edgar Filing: TETRA TECH INC - Form 424B3

8



7.
Current Report on Form 8-K, as filed with the SEC on July 6, 2001;

8.
Current Report on Form 8-K, as filed with the SEC on July 19, 2001; and

9.
The description of the Common Stock set forth in the Registration Statement on Form 8-A dated November 13, 1991,
including any amendments or reports filed for the purpose of updating such description.
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    You may request a copy of these filings, at no cost, by writing or telephoning James M. Jaska as follows:

Tetra Tech, Inc.
Attention: Investor Relations
670 North Rosemead Boulevard
Pasadena, California 91107
(626) 351-4664

    This prospectus is part of a registration statement we filed with the SEC. You should rely only on the information or representations provided
in this prospectus. We have authorized no one to provide you with different information. We are not making an offer of these securities in any
state where the offer is not permitted. You should not assume that the information in this prospectus is accurate as of any date other than the date
on the front of the document.

LEGAL MATTERS

    The validity of the Common Stock offered hereby will be passed on for us by Riordan & McKinzie, a Professional Corporation, Los Angeles,
California. Certain principals of Riordan & McKinzie own shares of Common Stock.

EXPERTS

    The financial statements and the related financial statement schedule incorporated in this prospectus by reference from our Annual Report on
Form 10-K for the year ended October 1, 2000 have been audited by Deloitte & Touche LLP, independent auditors, as stated in their reports,
which are incorporated herein by reference, and have been so incorporated in reliance upon the reports of such firm given upon their authority as
experts in accounting and auditing.
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