This filing is nade pursuant
to Rule 424(b)(4) under

the Securities Act of

1933 in connection with

Regi stration No. 333-58088

2,000, 000 SHARES

KEI TH COMPANY LOGO
COVMON STOCK

This is a public offering of 2,000,000 shares of our conmon stock. W are
of fering 1,750,000 shares and the selling sharehol ders are offering 250,000
shares. We will not receive any of the proceeds fromthe sale of shares by the
sel ling sharehol ders. Qur compn stock is quoted on the Nasdag National Market
under the synbol "TKCI." On May 1, 2001, the last reported sale price of our
comon stock on the Nasdaq National Market was $16.60 per share.

I NVESTI NG I N OUR SHARES | NVOLVES RI SKS. PLEASE SEE "Rl SK FACTORS"
BEG NNl NG ON PAGE 6.

<TABLE>
<CAPTI ON>
PER

SHARE TOTAL
<S> <C <C
Price to public.... ... $16. 00 $32, 000, 000
Underwriting discounts and commissions ..................... $ 0.99 $ 1,980, 000
Proceeds 0 US. .. ... $15. 01 $26, 267, 500
Proceeds to selling shareholders.......... ... ............... $15. 01 $ 3,752,500
</ TABLE>

We and the selling sharehol ders have granted the underwiters a 45-day
option to purchase up to an additional 300,000 shares of our conmon stock on the
sane terns and conditions as set forth above solely to cover over-allotnents, if
any.

NEI THER THE SECURI TI ES AND EXCHANGE COWVM SSI ON NOR ANY STATE SECURI Tl ES
COWM SSI ON HAS APPROVED OR DI SAPPROVED OF THESE SECURI TI ES OR DETERM NED | F THI S
PROSPECTUS | S ACCURATE OR COVPLETE. ANY REPRESENTATI ON TO THE CONTRARY IS A
CRI M NAL OFFENSE.

WEDBUSH MORGAN SECURI TI ES | NC. JANNEY MONTGOMERY SCOTT LLC
THE DATE OF THI S PROSPECTUS | S MAY 1, 2001.
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On Inside Front Cover -- Graphics consisting of photographs of projects on which

we have perforned services, or representative of those on which we have
performed services.
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PROSPECTUS SUMVARY
To fully understand this offering and its consequences to you, you should read
the followi ng summary together with the nore detailed informati on and our

consol i dated financial statements and the notes to those statenents appearing
el sewhere in this prospectus.

THE KEI TH COVPANI ES, | NC.

We are an 18 year old engineering and consulting services firmlocated in the
Western United States. We have achieved strong growhin both our net revenue



and net income. Fromfiscal 1996 through fiscal 2000, our net revenue has grown
at a conpounded annual growth rate of 42% and our net incone has grown at a
conpounded annual growth rate of 59% W have achieved this growth through our
own internal efforts and through acquisitions. W believe that our success is
due to a nunber of factors, including:

- our well-established reputation for providing tinely and high quality
services to our clients;

- our experienced professional staff, established systens and seasoned
management team

- our ability to identify, consunmate and integrate acquisitions;

- our full range of services that allow us to provide our clients
conpr ehensi ve, integrated and cost-effective solutions; and

- our ability to expand and build on our client relationships due to our
reputation within our industries and our technical expertise.

We believe that the historical and projected growh in popul ati on, persona
income and enploynent in the geographic regions in which we operate in the
Western United States are all conbining to support the continued |ong-term
demand for our services.

CERTAI N PERSONS PARTI Cl PATING IN THI S OFFERI NG MAY ENGAGE | N TRANSACTI ONS THAT
STABI LI ZE, MAI NTAIN OR OTHERW SE AFFECT THE PRI CE OF OUR COVMON STOCK.
SPECI FI CALLY, THE UNDERWRI TERS MAY OVER- ALLOT | N CONNECTI ON W TH THE OFFERI NG
AND MAY BI D FOR, AND PURCHASE, SHARES OF OUR COVMMON STOCK I N THE OPEN MARKET
FOR A DESCRI PTI ON OF THESE ACTI VI TI ES, SEE " UNDERWRI Tl NG. "

I'N CONNECTI ON W TH THI S OFFERI NG, CERTAI N UNDERWRI TERS AND SELLI NG GROUP MEMBERS
(I'F ANY) OR THEI R RESPECTI VE AFFI LI ATES MAY ENGAGE | N PASSI VE MARKET MAKI NG
TRANSACTI ONS | N OUR COMMON STOCK ON THE NASDAQ NATI ONAL MARKET | N ACCORDANCE

W TH RULE 103 OF REGULATION M SEE " UNDERWRI Tl NG. "

Any tradenmarks or trade nanmes referred to in this prospectus are the property of
their respective owners.
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We believe that we are well-positioned in the follow ng industries:

- real estate devel opnent, public works/infrastructure and comruni cations
and

- industrial/energy.

We believe that these industries will continue to experience significant growth
Land devel opment and real estate engineering services, which formed the early
foundati on of our conmpany's success, continue to grow with many |long-term
projects now underway. In addition, we are experiencing strong growmh in
industrial engineering work and, in particular, in power/energy engineering
projects. We also continue to benefit fromwhat we believe is an increasing
demand for public works/infrastructure projects fromboth the public and private
sector.

The clients we serve are primarily large, well-established firns and |arge
public entities, many of which seek our services for significant |ong-term
projects. Many have been our clients for five years or nore and in sone cases,
more than a decade. We remmin dedicated to providing the highest quality
services and offering the npst cost-effective solutions to these valued clients

The acquisitions that we have conpleted and successfully integrated have
strengt hened our geographic presence and the breadth of our service offerings
We have often been able to apply our systens and years of experience to enhance
the quality of the acquired operations, which may yield increased sal es and
profitability.

We have, through our acquisitions and internal growth, diversified our services



and geographic presence and we believe that we are well-positioned to take
advant age of future opportunities in the industries which we serve. We plan on
continuing to execute our successful business strategy which includes the
foll ow ng:

- mai ntain the high quality of our services

- continue to recruit and retain highly qualified personnel

- expand and strengthen the geographic scope of our operations

- strengt hen our engineering service offerings;

- continue to strengthen our position in the industries we serve; and

- continue to acquire and effectively integrate new businesses which
expand our geographic presence, strengthen the diversity of our
servi ces and enhance our position in the markets we serve

I'n January 2001, we acquired Hook & Associ ates Engineering, Inc., our fifth
acquisition since late 1997. Qur acquisitions have enabled us to expand our
service offerings to include process engineering design, nechanical
chem cal / process and el ectrical engineering, environmental waste processing
systenms design, petrochemical design, services relating to flood control and
have expanded water resources engi neering, environnental permitting, and

bi ol ogi cal surveys and studies. In addition, we have expanded geographically
fromour original base in Southern California and Nevada, into Centra
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and Northern California, Utah, Arizona, Colorado and Wom ng and we intend to
continue to expand throughout the United States to better service our clients

We enpl oy approxi mately 650 professionals in 13 offices located in 6 states. Qur
clients include major national and regional real estate devel opnent firnms
including The Irvine Conpany, Centex Homes and Pulte Home Corporation. W also
serve architects, water districts, federal, state and |ocal governnents,
including Orange County Transportation Authority, Metropolitan Water District of
Southern California and Central Utah Water Conservancy District. In addition, we
serve cellul ar tel ephone service providers, universities and manufacturers of a
wi de variety of products, including Corox Products Company, New United Mdtors
Manuf acturing, Inc. (NUW -- GMand Toyota) and Enron Energy Services

RECENT DEVELOPMENTS

I'n January 2001, a wholly-owned subsidiary of ours acquired substantially all of
the assets and assuned substantially all of the liabilities of privately-held
Hook & Associ ates Engi neering, Inc. Hook & Associates Engineering, Inc. is an
engi neering and consulting services firmwth its headquarters located in
Phoeni x, Arizona and additional offices in Denver, Colorado and Cheyenne,

Wom ng. Hook & Associ ates Engineering, Inc. provides a full range of services
to clients in an array of industries including communications, public
works/transportation and real estate devel opnment. The purchase price consisted
of $1,530,000 in cash at closing, the issuance of $500,000 and $700, 000 of
comon stock issuable in 2001 and 2002, respectively, and a subordi nated

promi ssory note in the original principal amount of $1,300,000. The issuance of
comon stock and the anpunt of the subordi nated prom ssory note are subject to
certain adjustments extending up to one year fromthe date of acquisition
related to the book val ues of net assets acquired, cash, accounts receivable
costs and estimated earnings in excess of billings and billings in excess of
costs and estimated earnings as of Decenber 31, 2000. In addition, we agreed to
pay cash related to the income tax effects to the sellers. W guaranteed the
contractual obligations of our subsidiary to Hook & Associ ates Engi neering, Inc.
in this transaction. The acquisition expands our pool of professionals, broadens
our geographic operations into three additional western states and enhances our
expertise in the fulfillnment of contracts in high growth sectors such as the
public works/infrastructure and comuni cations industry.

CORPORATE | NFORVATI ON



Qur principal executive offices are located at 2955 Red Hill Avenue, Costa Mesa,
Cal i fornia 92626, and our tel ephone nunber is (714) 668-7001. Qur Internet
address is http://ww.keithco.com |Information contained on our web site or that
is accessible through our web site should not be considered to be part of this
pr ospect us.
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THE OFFERI NG

Common stock offered by us.... 1, 750, 000 shares
Common stock offered by the

selling shareholders....... 250, 000 shares
Total ....... ... . ... 2,000, 000 shares
Comon stock to be outstanding

after this offering........ 7,155,784 shares
Use of proceeds............... General corporate purposes, including working

capital, possible acquisitions and repaynent of
debt. See "Use of Proceeds."

Nasdaq National Market
synmbol . ... ... TKC

The nunber of shares of conmmon stock outstanding after this offering is based on
the 5,405, 784 shares outstanding as of April 30, 2001, and excludes the
foll ow ng:

- 1, 600, 000 shares reserved for issuance under our Anended and Rest ated
1994 Stock Incentive Plan. Options to purchase 775,895 shares are
out st andi ng under this plan.

- Shares of commopn stock issuable by us in the future with a market val ue
of $1, 700, 000, subject to adjustment, in connection with our
acqui sitions of Crosby, Mead, Benton & Associates and Hook & Associ ates
Engi neering, Inc.

- Up to 300,000 shares of compn stock that the underwriters may purchase
fromus and the selling shareholders if they exercise their
over-al l ot ment option.
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SUMMARY CONSOLI DATED FI NANCI AL | NFORMATI ON

The followi ng sunmary financial information is derived fromour consolidated
financial statenents. You should read this summary financial information in
conjunction with "Managenent's Di scussion and Anal ysis of Financial Condition
and Results of Operations" and our "Consolidated Financial Statenments" and
rel ated notes.

<TABLE>
<CAPTI ON>
YEARS ENDED DECEMBER
31,
1998 1999
2000

(I N THOUSANDS, EXCEPT SHARE AND
PER SHARE DATA)
<S> <C <C
<C
CONSOL| DATED STATEMENTS OF | NCOVE DATA(1):



$ 53,381
Gross profit. . ... 9, 895 12, 649
19, 019
Incone fromoperations................ ... 4,037 4, 306
8,185
Interest expense. .. ... ... 967 807
341
Incone before provision for incone taxes.......... 3,004 3,483
7,919
Net I NCOMB. . . ... e 1, 654(2) 2,017
4,720
Net income avail able to common shareholders....... 1, 424(2) 2,247
4,720
Earni ngs per share -- diluted..................... $ 0.39(2) $ 0.50
$ 0.89
Wei ght ed average shares outstanding -- diluted.... 3,635,474 4,515,033
5, 299, 679
EBI TDA(3) . o ottt et e e $ 4,562 $ 5,314
$ 9, 787
</ TABLE>
<TABLE>
<CAPTI ON>
AS OF DECEMBER 31, 2000
ACTUAL AS ADJUSTED
(1N THOUSANDS)
<S> <C <C
CONSOLI DATED BALANCE SHEET DATA:
Cash and cash equivalents......... ... ... .. .. . ... ... $ 1,043 $26, 727
Working capital ........ ... 7,343 33,027
Total assSets. ... ... 33, 312 58, 996
Total debt. ... ... . . 5,745 5,745
Total shareholders' equity......... ... ... . . . .. 18, 239 43,923
</ TABLE>
(1) Prior to August 1, 1998, Keith Engineering, Inc., which is included in our

(2)

(3)

Net FeVeNUE. . ...t e e $ 29,182 $ 39, 636

consol idated financial statements, elected to be taxed as an S corporation

The followi ng anbunts reflect pro forma adjustments for provisions for
federal and state income taxes at an assuned effective inconme tax rate of
42% net incone: $1,742,000; net incone available to comon sharehol ders
$1,512,000; and earnings per share -- diluted: $0.42

EBI TDA refers to inconme before provision for inconme taxes plus interest
expense and depreciation and anortizati on expense |ess interest incone.
Because all conpanies do not calculate EBITDA or sinmilarly titled financial
measures in the sane manner, other conpanies' disclosures of EBITDA nay not
be comparable with EBI TDA as used here. EBI TDA shoul d not be considered as
an alternative to net incone or loss (as an indicator of operating
performance) or as an alternative to cash flow (as a nmeasure of liquidity or
ability to service debt obligations) and is not a neasure of perfornmance or
financial condition under accounting principles generally accepted in the
United States of Anerica. EBITDA is intended to provide additiona
information for evaluating the ability of an entity to neet its financial
condi tions

The as adjusted consol i dated bal ance sheet data as of Decenber 31, 2000 has been
adjusted to give effect to the sale of 1,750,000 shares of our compn stock by
us at an offering price of $16.00 per share and the application of the estimated

net

proceeds fromthis offering. In addition, the as adjusted consolidated

bal ance sheet data as of Decenmber 31, 2000 reflects the exercise of options to



purchase 19,000 shares of our conmpn stock at an exercise price of $2.70 per
share and the sale of those shares by one selling shareholder in this offering
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RI SK FACTORS

The follow ng discussion summarizes material risks which you should carefully
consi der before you decide to buy our common stock. Any of the follow ng risks,
if they actually occur, would likely harm our business. The trading price of our
common stock could then decline, and you may |l ose all or part of the npney you
paid to buy our comnmpn stock

RI SKS RELATED TO OUR | NDUSTRI ES
OUR BUSI NESS COULD SUFFER | F THERE IS A DOANTURN | N THE REAL ESTATE MARKET

We estimate that during 2000, 80% of our services were rendered in connection
with commercial and residential real estate devel opnent projects. Reduced denand
in the real estate market would |likely decrease the denand for our services. A
decrease in the demand for our services could result in cash flowdifficulties
and operating | osses for our conpany.

The real estate nmarket and, therefore, our business, may be inpacted by a nunber
of factors, which may include

- changes in enploynent |evels and other national and | ocal economc
condi tions

- changes in interest rates and in the availability, cost and terns of
financing

- the inpact of present or future environnmental, zoning or other |aws and
regul ations

- changes in real estate tax rates and assessnents and ot her operating
expenses;

- changes in levels of government spending and fiscal policies; and

- eart hquakes and other natural or manmade di sasters and other factors
whi ch are beyond our control

WE MAY HAVE DI FFI CULTY I N ATTRACTI NG AND RETAI NI NG QUALI FI ED PROFESSI ONALS
WHI CH MAY HARM OUR REPUTATI ON | N THE MARKETPLACE AND RESTRI CT OUR ABILITY TO
| MPLEMENT OUR BUSI NESS STRATEGY

We derive our revenues al nost exclusively from services perforned by our
professionals. W may not be able to attract and retain the desired nunber of
prof essionals over the short- or long-term There is significant conpetition for
professionals with the skills necessary for the provision of our services from
maj or and boutique consulting, engineering, research and ot her professiona
service firns. Qur inability to attract and retain qualified professionals could
i mpede our ability to secure and conpl ete engagenments whi ch woul d reduce our
revenues and could also limt our ability to expand our service offerings in the
future
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| F OUR EMPLOYEES LEAVE OUR COVPANY AND JO N A COWPETI TOR, WE MAY LOSE BUSI NESS
Qur enpl oyees m ght | eave our conpany and becone conpetitors of ours. If this
happens, we nmay | ose some of our existing clients that have forned rel ationshi ps
with our former enployees. In addition, we may lose future clients to a forner
enpl oyee as a new conpetitor. In either event, we would |l ose clients and

revenues.

Rl SKS RELATED TO OUR BUSI NESS



OUR REVENUE, | NCOVE AND CASH FLOW COULD DECLINE IF THERE | S A DOANTURN | N THE
CALI FORNI A ECONOMY OR REAL ESTATE MARKET

We estimate that during 2000, 86% of our net revenue was derived from services
rendered in California. Poor economc conditions in California my significantly
reduce the demand for our services and decrease our revenues and profits. From
1991 to 1996, our business was negatively inpacted during the real estate market
downturn in Southern California, and we experienced cash flow difficulties and
substantial operating |osses.

I F WE ARE UNABLE TO EFFECTI VELY MANAGE OUR GROWH, WE COULD | NCUR UNFORESEEN
COSTS OR DELAYS AND OUR REPUTATI ON AND RELI ABI LI TY I N THE MARKETPLACE COULD BE
DAMAGED

We have grown rapidly and intend to pursue further growh, through acquisitions
and ot herw se, as part of our business strategy but we may not be able to manage
our growth effectively and efficiently. Qur inability to nanage our growth
effectively and efficiently could cause us to incur unforeseen costs, tine

del ays or otherw se adversely inpact our business. Qur rapid growmh has
presented and will continue to present nunerous adm nistrative and operationa
chal | enges, including the managenent of an expanding array of engineering and
consul ting services, the assinilation of financial reporting systens, increased
pressure on our senior managenent and increased demand on our systens and
internal controls.

I F WE ARE UNABLE TO OBTAI N ADDI TI ONAL FI NANCI NG, WE MAY NOT BE ABLE TO FULLY
I MPLEMENT OUR ACQUI SI TI ON STRATEGY

We intend to use a portion of the proceeds of this offering to inplenment our
acquisition strategy (which may include an increase in the nunmber and/or size of
acquisitions). If we are unable to consunmate this offering or raise additiona
equity or debt financing, we nay not be able to fully inplement our acquisition
strategy.

I F WE ARE UNABLE TO SUCCESSFULLY | MPLEMENT OUR ACQUI SI TI ON STRATEGY, CURRENT
EXPECTATI ONS OF OUR GROWH OR OPERATI NG RESULTS MAY NOT BE MET

Qur growth strategy includes the strategic acquisition of conpanies that expand
our service offerings and geographic presence, including acquisitions that nay
be larger than our historic acquisitions. If we are unsuccessful in inplenenting
our acquisition strategy, we could fail to achieve the revenue and profitability
growth that we currently expect.
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We may not be successful in inplenenting our acquisition strategy for a nunber
of reasons, including the follow ng:

- As the engineering industry consolidates, suitable acquisition
candi dates are expected to becone nore difficult to |l ocate and nmay only
be available at an increased price or under ternms that are |ess
favorabl e than are presently avail abl e;

- We may not be able to locate suitable financing to consummate an
acqui sition;

- We may not be successful in integrating an acquired conpany's
professionals, clientele and culture into ours

- We may not be successful in generating the same |evel of operating
performance as an acquired conpany experienced prior to the
acqui sition;

- As we expand our service offerings and geographic presence, we may not
be able to maintain the current level of quality of services

- We may not be able to mamintain our reputation in an acquired entity's
geographi c area or service offerings and as a consequence, our ability
to attract and retain clients in those or other areas may be negatively
i mpact ed;



- An acquired conpany nay be |less profitable than us resulting in reduced
profit margins; and

- The acquisition and subsequent integration of an acquired conpany may
require a significant anmpunt of nanagenment's time diverting their
attention fromour existing operations and clients, which could result
in the loss of key enployees or clients.

WE COULD LOSE MONEY | F WE FAIL TO ACCURATELY ESTI MATE OUR COSTS ON FI XED- PRI CE
CONTRACTS OR CONTRACTS W TH NOT- TO- EXCEED PROVI SI ONS

I'n 2000, approximately 40% 41% and 19% of our net revenue was derived from
fixed-price, tine-and-materials with not-to-exceed provisions and
time-and-naterials contracts, respectively.

We expect to perform services under contracts that may limt our profitability.
Under fixed-price contracts we performservices at a stipulated price. Under
time-and-naterials contracts with not-to-exceed provisions, we are reinbursed
for the nunber of |abor hours expended at an established hourly rate plus the
cost of materials incurred, however, there is a stated nmaxi num dollar anmount for
the services to be provided under the contract. In both of these types of
contracts, we agree to provide our services based on our estimate of the costs a
particular project will involve. Qur estinmates are not always accurate

Underesti mation of costs for these types of contracts nmay cause us to incur
losses or result in a project not being as profitable as we expected. W& nmay
fail to estimate costs accurately for a nunber of reasons, including:

- probl enms with new t echnol ogi es
- del ays beyond our control; and

- changes in the costs of goods and services that may occur during the
contract period
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THE LOSS OF MR. KEI TH COULD ADVERSELY AFFECT OUR BUSI NESS, | NCLUDI NG OUR ABI LI TY
TO SECURE AND COVPLETE ENGAGEMENTS AND ATTRACT AND RETAI N EMPLOYEES

We do not have an enpl oynent agreement with, or maintain key man life insurance
on Aram H. Keith, our chief executive officer. If we |ose the services of M.
Keith, we nmay be less likely to secure or conplete contracts and to attract and
retain additional enployees. The efforts, abilities, business generation
capabilities and name recognition of M. Keith are inportant to our success in
those activities.

OUR SERVI CES MAY EXPOSE US TO PROFESSI ONAL LI ABILITY I N EXCESS OF OUR CURRENT
I NSURANCE COVERAGE

We are exposed to potential liabilities to clients for errors or om ssions in
the services we perform Such liabilities could exceed our current insurance
coverage and the fees we derive fromthose services. W cannot always predict
the magni tude of these potential liabilities but due to the |large size of the
projects on which we typically provide services, clainms could be nillions of
dollars. A partially or conpletely uninsured claim if successful and of
significant magnitude, could result in substantial |osses

We currently maintain general liability insurance, unbrella and professiona
liability insurance. Cl ainms may be nade agai nst us which exceed the limts of
these policies, in which case we would be liable to pay these clains from our
assets. These policies are "clainms nade" policies and only clains made during
the termof the policy are covered. If we term nate our policies and do not
obtain retroactive coverage, we would be uninsured for clains nade after

term nation even if these clainms are based on events or acts that occurred
during the termof the policy. Qur insurance policies typically have various
exceptions to the clains covered and al so require us to assune sonme costs of the
claimeven though a portion of the claimmy be covered, resulting in potentia
liability to us. Further, our expansion into new services or geographic areas
could result in our failure to obtain coverage for these services or areas, or



the coverage being offered at a higher cost than our current coverage

| F VWVE ARE UNABLE TO ENGAGE QUALI FI ED SUBCONTRACTORS, WE MAY LOSE PRQIECTS,
REVENUES AND CLI ENTS

We often contract with outside conpanies to perform designated portions of the
services we performfor our clients. If we are unable to engage subcontractors,
our ability to performunder sonme of our contracts may be inpeded and the

qual ity of our service may decline. As a consequence, we nay |ose projects
revenues and clients. In 2000, subcontractor costs accounted for approximately
8% of our net revenue
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Rl SKS RELATED TO THI S OFFERI NG

OUR STOCK PRI CE MAY DECREASE, WHI CH COULD RESULT I N SI GNI FI CANT LOSSES FOR
I NVESTORS PURCHASI NG SHARES I N THI S OFFERI NG OR ADVERSELY AFFECT OUR BUSI NESS

For a majority of the time since our initial public offering in July 1999, our
common stock has traded at a narket price significantly less than the offering
price per share in this offering.

The followi ng factors could cause the market price of our common stock to
decrease, perhaps substantially:

- the failure of our quarterly operating results to nmeet expectations

- adverse devel opments in the financial markets, the real estate narket
the engi neering and consulting services market and the worl dw de
econony;

- interest rates;

- our failure to neet securities analysts' expectations;

- changes in accounting principles

- sal es of commpn stock by existing sharehol ders or hol ders of options;
- announcenents of key devel opnments by our conpetitors; and

- the reaction of markets and securities analysts to announcenents and
devel opnents invol ving our conpany.

Qur offering price may not be indicative of the price of our stock that will
prevail in the trading market. You nmy be unable to sell your shares of commmpn
stock at or above the offering price, which may result in substantial |osses to
you. Mdreover, in the past, securities class action litigation has often been
brought agai nst a conpany follow ng periods of volatility in the market price of
its securities. We may in the future, be the target of simlar litigation.
Securities litigation could result in substantial costs and divert managenent's
attention and resources.

I NSI DERS HAVE SUBSTANTI AL CONTRCL OVER US, WHICH COULD LIMT YOUR ABILITY TO
I NFLUENCE THE OUTCOVE OF KEY TRANSACTI ONS

Shar ehol ders purchasi ng shares of our common stock in public markets will have
only a limted ability to influence matters requiring sharehol der approval. CQur
executive officers, directors and one other significant shareholder, in the
aggregate, will hold approxi mately 31% of our outstandi ng conmon stock after
this offering. These shareholders, if they act together, can have significant
influence over nost matters requiring approval by our sharehol ders, including
the election of directors and the approval of mergers or other business

combi nation transactions
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WE HAVE SUBSTANTI AL DI SCRETI ON AS TO HOW TO USE THE PROCEEDS WE RECElI VE FROM



THI' S OFFERI NG, SO WE MAY SPEND THE PROCEEDS | N WAYS THAT DO NOT | MPROVE OUR
OPERATI NG RESULTS OR | NCREASE THE VALUE OF YOUR | NVESTMENT

Qur managenent has broad discretion as to how to spend the proceeds we receive
fromthis offering and nay spend the proceeds in ways w th which our

sharehol ders may not agree. W cannot guarantee that investment of the proceeds
will yield a favorable, or any, return. See "Use of Proceeds."

I'F WVE NEED TO SELL OR | SSUE ADDI TI ONAL SHARES OF COMMON STOCK AND/ OR | NCUR
ADDI TI ONAL DEBT TO FI NANCE FUTURE ACQUI SI TI ONS, YOUR STOCK OANERSHI P COULD BE
DI LUTED

Qur business strategy is to expand into new markets and enhance our position in
existing markets through the acquisition of conplenmentary businesses. In order
to successfully conplete targeted acquisitions or to fund our other activities,
we may issue additional equity securities that could dilute your stock
ownership. We may al so incur additional debt and anortize expenses related to
goodwi | | and other tangible assets if we acquire another conpany, and this could
negatively inpact our results of operations.

OUR BOARD OF DI RECTORS HAS THE ABI LI TY TO DI SCOURAGE TAKEOVER ATTEMPTS, WHI CH
MAY REDUCE OR ELI M NATE YOUR ABILITY TO SELL YOUR SHARES FOR A PREM UM I N A
CHANGE OF CONTROL TRANSACTI ON

Qur anmended and restated articles of incorporation provide us with the ability
to issue "blank check" preferred stock w thout consulting our shareholders. As a
result, our board of directors may frustrate a takeover attenpt by issuing
shares to a friendly sharehol der or acquiror, inplementing a "poison pill" or
otherwi se due to features of newly issued preferred stock

SHARES OF OUR COMMON STOCK ELI G BLE FOR PUBLI C SALE AFTER THI S OFFERI NG COULD
CAUSE THE MARKET PRI CE OF OUR STOCK TO DROP, EVEN |IF OUR BUSINESS | S DO NG WELL

After this offering, we will have outstanding 7,155, 784 shares of compn stock
This includes the 2,000,000 shares being sold in this offering and the 1,500, 000
shares sold in our initial public offering. Sales of a substantial nunber of
shares of our common stock in the public market, or the perception that these
sal es could occur, could adversely affect the market price for our common stock
Certain sharehol ders hold | arge ambunts of shares which they are able to sell in
the public market. Although some of the shares held by these sharehol ders are
subject to restrictions on resale under Rule 144 of the Securities Act of 1933
as amended, or the Securities Act, or because they are subject to | ock-up
agreements, as these restrictions end, significant resales of these shares could
cause the market price of our common stock to decline regardless of the
performance of our business. These sales also mght make it difficult for us to
sell equity securities in the future at a tine and at a price that we deem
appropri ate.
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SPECI AL NOTE REGARDI NG FORWARD- LOOKI NG STATEMENTS

This prospectus contains certain forward-1ooking statements, including anong
ot hers:

- anticipated growh in the real estate devel opnent, public
wor ks/infrastructure and comuni cations industry and the
industrial/energy industry;

- anticipated growth and economi c expansion in the Western United States

- our business strategy for expanding our presence in these industries;

- anticipated trends in our financial condition and results of
operations

- anticipated growh in the pace and size of our acquisitions;

- anticipated inpact of future acquisitions on the condition of our
busi ness by industry and geographic |ocation



- the long-term nature of our projects
- our ability to attract and retain enpl oyees;
- our business strategy for integrating businesses that we acquire; and

- our ability to distinguish ourselves fromour current and future
conpetitors

You can identify forward-I|ooking statements generally by the use of

forward-1ooking term nology such as "believes," "expects," "may," "wll, "
"intends," "plans," "should," "could," "seeks," "pro formm," "anticipates,"
"estimates," "continues," or other variations thereof, including their use in

the negative, or by discussions of strategies, opportunities, plans or
intentions. You may find these forward-|ooking statenments under the captions
"Prospectus Summmary," "Ri sk Factors," "Use of Proceeds," "Managenent's

Di scussi on and Analysis of Financial Condition and Results of Operations," and
"Business," as well as under other captions elsewhere in this prospectus. A
nunmber of factors could cause results to differ materially fromthose

antici pated by such forward-1ooking statements, including those discussed under
"Ri sk Factors" and "Business." These forward-|ooking statenents necessarily
depend upon assunptions and estimates that nay prove to be incorrect. Although
we believe that the assunptions and estimates reflected in the forward-I| ooking
statements contained in this prospectus are reasonable, we cannot guarantee that
we will achieve our plans, intentions or expectations. The forward-1|ooking
statenments involve known and unknown risks, uncertainties and other factors that
may cause actual results to differ in significant ways fromany future results
expressed or inplied by the forward-1ooking statenents.

12
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USE OF PROCEEDS

We estimate the net proceeds fromthe sale of shares of commpn stock we are
offering to be approxi mately $25, 632,500, or $27,884,000 if the underwiters

exercise their over-allotnent option in full, at an offering price of $16.00 per
share and after deducting the underwriting discounts and conm ssi ons and
estimated of fering expenses. W will not receive any of the proceeds fromthe

sal e of shares of our commpn stock by the selling sharehol ders.

We intend to use the net proceeds fromthis offering for general corporate

pur poses, including working capital. W nmy use a portion of the net proceeds of
this offering to repay any bal ance on our line of credit. The line of credit
bears interest at the prime rate of interest and matures on Septenmber 3, 2001
During the 12 nonths prior to the date of this prospectus, we have used this
line of credit to fund working capital, capital acquisitions and acquisitions of
conpl enentary busi nesses

Management wi ||l have broad discretion in the application of the net proceeds

al l ocated to working capital and other general corporate purposes. W may use a
portion of the net proceeds of this offering to acquire other businesses. From
time to tine, we evaluate potential acquisitions and expect that we wll
undertake one or nobre acquisitions during 2001. As of the date of this
prospectus, we have no understandi ngs, conmtnents or agreenents relating to any
addi ti onal acquisition.

Pendi ng these uses, we intend to invest the net proceeds of this offering in
short-term high-grade interest-bearing securities, certificates of deposit or
direct or guaranteed obligations of the U S. Governnent.

DI VI DEND POLI CY

We have not declared or paid any cash dividends on our capital stock and do not
anti ci pate payi ng cash divi dends on our comopn stock in the foreseeable future
In addition, our credit agreement with our bank restricts the paynent of

di vi dends wi t hout the bank's consent.
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PRI CE RANGE OF COMMON STOCK

Qur common stock has been traded on the Nasdaq National Market since July 13
1999 under the synbol "TKCI." Prior to July 13, 1999, there was no public market
for our common stock. The followi ng table sets forth for each cal endar quarter
indicated the |l ow and high closing sale prices per share of our common stock as
reported on the Nasdaq National Market.

<TABLE>
<CAPTI ON\>
LOW HI GH
<S> <C <C
YEAR ENDED DECEMBER 31, 1999
Third Quarter (beginning July 13).......... .. .. ........... $5.25 $ 9.00
Fourth Quarter. . ... ... ... e 3.75 6. 44
YEAR ENDED DECEMBER 31, 2000
First Quart er. . ..... ... .. e $3.88 $ 5.56
Second QUart Br . ..ot e 3.19 4.88
Third QUart er. .. ... e 3.94 5.63
Fourth Quarter. . ... ... .. e e 4.94 8. 56
YEAR ENDI NG DECEMBER 31, 2001
First Quart er....... ... .. e e $8.94 $25. 63

</ TABLE>

At March 23, 2001, there were approximately 56 hol ders of record and 4,536
beneficial holders of our outstanding shares of comon stock and on May 1, 2001
the last reported sale price of our conmon stock on the Nasdaq National Market
was $16. 60 per share

14
<PAGE> 17

CAPI TALI ZATI ON

The followi ng table sets forth our capitalization as of Decermber 31, 2000 and as
adjusted to reflect our sale of 1,750,000 shares of common stock in this

of fering and the application of the estimted net proceeds at an offering price
of $16.00 per share, after deducting underwiting discounts and estimated

of fering expenses. In addition, the as adjusted capitalization data in the
following table reflects the exercise of options to purchase 19,000 shares of
our common stock at an exercise price of $2.70 per share and the sale of those
shares by one selling shareholder in this offering

<TABLE>
<CAPTI ON>
DECEMBER 31, 2000
ACTUAL AS ADJUSTED
(I'N THOUSANDS)
<S> <C <C
Long-term debt and capital |ease obligations, |ess current
POr i ON. . $ 361 $ 361
I'ssuable common stock....... ... ... . . 1, 000 1, 000

Shar ehol ders' equity
Preferred stock, $0.001 par val ue per share, 5,000,000
shares authorized; no shares issued and outstandi ng
actual ; and no shares issued and outstandi ng, as
adj ust ed. . ... -- --
Common stock, $0.001 par value per share, 100, 000, 000
shares authorized; 5,115,882 shares issued and
out st andi ng, actual; and 6,884,882 shares issued and

outstanding, as adjusted......... ... .. ... ... 5 7
Additional paid-in capital........... ... ... . . . ... . ... 12,453 38, 135
Retained earnings. .. ... ... 5,781 5,781

Total shareholders' equity........... ... .. ... ..... 18, 239 43,923



Total capitalization........ ... .. ... .. ... .. ... $19, 600 $45, 284

</ TABLE>
The 5, 115,882 shares |isted above excl ude:

- 1, 600, 000 shares of common stock reserved for issuance under our
Anended and Restated 1994 Stock Incentive Plan as of April 30, 2001.
Options to purchase 775,895 shares are outstandi ng under this plan.

- Shares of common stock issuable by us in the future with a market val ue
of $2,200, 000, subject to adjustment. $1, 000,000 of issuable compn
stock relates to our acquisition of Crosby, Mead, Benton & Associ ates
in October 2000 and $1, 200, 000 of issuable compn stock (of which
34,188 shares with a market val ue of $500,000 were issued in February
2001) relates to our acquisition of Hook & Associ ates Engi neering, Inc.
in January 2001.
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SELECTED CONSOLI DATED FI NANCI AL DATA

The selected financial data includes both consolidated and conbi ned financi al
statement data for the periods presented. See Note 1 of the "Notes to

Consol i dated Financial Statenments" for a description of which periods reflect
consol i dated or conbined financial statenents. Al financial statenment data is
referred to as consol i dated.

The historical statenents of income data for the years ended December 31, 1998,
1999 and 2000, and the historical bal ance sheet data as of Decenber 31, 1999 and
2000, have been derived fromour historical consolidated financial statements
audi ted by KPMG LLP, independent auditors, which consolidated financial
statements and i ndependent auditors' report are included el sewhere in this
prospectus. The historical statenments of incone data for the years ended
Decenber 31, 1996 and 1997, and the historical balance sheet data as of Decenber
31, 1996, 1997 and 1998, have been derived from our audited historical

consol i dated financial statements which are not included in this prospectus.

The pro forma statements of inconme data for the years ended Decenmber 31, 1996,
1997 and 1998 are unaudited and reflect pro forma adjustments for provisions for
federal and state inconme taxes at an assumed annual effective incone tax rate of
approxi mately 42% The pro forna statenents of income data for the years ended
Decenber 31, 1999 and 2000, represents historical anpunts at the actual annual
effective income tax rates of 42.1% and 40.4% respectively, and are shown for
conparative purposes only.
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The following informati on should be read in conjunction with our consolidated
financial statenents and the rel ated notes and our "Managenent's Di scussion and
Anal ysi s of Financial Condition and Results of Operations" which are included
el sewhere in this prospectus.

<TABLE>
<CAPTI ON>
YEARS
ENDED DECEMBER 31,
1996 1997

(I'N THOUSANDS, EXCEPT
SHARE AND PER SHARE DATA)
<S> <C <C
<C <C <C
HI STORI CAL STATEMENTS OF | NCOVE DATA( 1)



G OSS FBVENUE. . . ittt e e et e e et e e e e e e e e $ 14, 344
34,021 $ 43, 084 $ 57, 835

Net revenue......... ... .. ... . i 12, 966 18,592
29, 182 39, 636 53, 381
Costs of revenue........ ... .. . .. ... 9, 229 11, 871
19, 287 26, 987 34, 362
Gross profit.. ... . 3,737 6,721
9, 895 12, 649 19, 019
Selling, general and adm nistrative expenses........... 4,960 4,485
5, 858 8, 343 10, 834
Income (loss) fromoperations...................... (1,223) 2,236
4,037 4, 306 8, 185
Interest expense. .. ... ... 720 852
967 807 341
Ot her expenses (incone), net...............c.oiuiiuinao... 5 83
66 16 (75)
I ncome (loss) before provision (benefit) for inconme
taxes and extraordinary gain..................... (1,948) 1, 301
3, 004 3,483 7,919
Provision (benefit) for income taxes(1l)................ 3 (1,397)
1, 350 1, 466 3,199
I ncome (loss) before extraordinary gain............ (1,951) 2,698
1,654 2,017 4,720
Extraordinary gain on forgiveness of liability, net of
TNCOME 1 AXES((2) . vttt e e e e 2,686 --
Net 1NCOME. . ... ... . . 735 2,698
1,654 2,017 4,720
Reversal (accretion) of redeemable securities to
redenption value, net....... ... ... ... . . ... i -- --
(230) 230 --
Net incone available to comon shareholders........ $ 735 % 2,698
1,424 % 2,247 % 4,720
Earnings per share -- diluted.......................... $ 0.25 $ 0. 87
0.39 % 0.50 $ 0.89
Wei ght ed average shares outstanding -- diluted......... 2,962, 963 3,104, 588
3,635,474 4,515, 033 5,299, 679
EBI TDA(3) . o o oo et e e e e e $ (934) % 2,521
4,562 % 5,314 % 9, 787
PRO FORMA STATEMENTS OF | NCOVE DATA:
Hi storical income (loss) before provision (benefit) for
income taxes and extraordinary gain.................. $ (1,948) $ 1, 301
3,004 % 3,483 % 7,919
Pro forma provision (benefit) for income taxes......... (818) 546
1, 262 1, 466 3,199

Pro forma income (loss) before extraordi nary



o = Lo (1, 130) 755
1,742 2,017 4,720

Extraordinary gain on forgiveness of liability, net of
I NCOME L AXES. o ottt e e 1, 558 --
Pro forma net inconme........... ... . ... . ... 428 755
1,742 2,017 4,720

Reversal (accretion) of redeemmble securities to
redenption value, net.......... ... ... . . ... .. -- --
(230) 230 --

Pro forma net incone available to comon
shareholders. . ..... ... ... . . . . . . .. $ 428 $ 755 $
1,512 $ 2,247 $ 4,720

Pro forma earnings per share data-diluted.............. $ 0.14 % 0.24 %
0. 42 $ 0. 50 $ 0. 89

Wei ght ed average nunber of shares
outstanding-diluted.......... ... .. . .. . . .. 2,962, 963 3,104, 588
3,635,474 4,515, 033 5,299, 679

</ TABLE>
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<TABLE>
<CAPTI ON\>
AS OF
DECEMBER 31
1996 1997
1998 1999 2000
(IN
THOUSANDS)
<S> <C <C
<C <C> <C
BALANCE SHEET DATA:
Working capital (deficit)............ ... ... ............ $ (3,548) % 2,016 $
5,180 % 7,213 $ 7,343
Total assetsS. ... ... 4,677 11, 733
14,530 23,661 33, 312
Total debt........ .. . .. 6, 597 8, 087
9, 667 4,835 5,745
Total shareholders' equity (deficit)................... (5,227) (1, 725)
(301) 12, 836 18, 239
</ TABLE>

consol idated financial statements, elected to be taxed as an S corporation

(2) I'n 1994, we accrued $2.0 nmillion relating to excessive | ease space in one of
our facilities. In 1996, anpunts owed under the |ease through December 31
1995 were forgiven, resulting in an extraordi nary gain on the forgiveness of
the liability and accrued but unpaid rent of $2.7 mllion, net of incone
t axes.

(3) EBITDA refers to income (loss) before provision (benefit) for inconme taxes
and extraordinary gain plus interest expense and depreciation and



anortization expense less interest incone. Because all conpanies do not
calculate EBITDA or simlarly titled financial measures in the same nanner,
ot her conpani es' disclosures of EBITDA nay not be conparable w th EBI TDA as
used here. EBITDA should not be considered as an alternative to net income
or loss (as an indicator of operating perfornmance) or as an alternative to
cash flow (as a neasure of liquidity or ability to service debt obligations)
and is not a nmeasure of performance or financial condition under accounting
principles generally accepted in the United States of Anerica. EBITDA is
intended to provide additional information for evaluating the ability of an
entity to meet its financial conditions
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MANAGEMENT' S DI SCUSSI ON AND ANALYSI S
OF FI NANCI AL CONDI TI ON AND RESULTS OF OPERATI ONS

The follow ng discussion should be read in conjunction with the consolidated
financial statements of TKCl and its subsidiaries and the related notes and the
other financial information included el sewhere in this prospectus. This

di scussi on contains forward-|ooking statenments that involve risks and
uncertainties. Qur actual results could differ materially fromthose anticipated
in these forward-1ooking statements as a result of any nunmber of factors,
including those set forth under "Ri sk Factors" and under other captions
cont ai ned el sewhere in this prospectus

OVERVI EW

We derive npst of our revenue from professional service activities. The majority
of these activities are billed under various types of contracts with our
clients, including fixed price and tinme-and-materials contracts. Mst of our
time-and-nmaterial contracts have not-to-exceed provisions. Revenue is recognized
on the percentage of conpletion nmethod of accounting based on the proportion of
actual direct contract costs incurred to total estimated direct contract costs.
We believe that costs incurred are the best avail able nmeasure of progress
towards conpletion on these contracts. In the course of providing services, we
soneti nes subcontract for various services. These costs are included in billings
to clients and, in accordance with industry practice, are included in our gross
revenue. Because subcontractor services can change significantly fromproject to
project, changes in gross revenue may not be indicative of business trends
Accordingly, we also report net revenue, which is gross revenue |ess

rei nbursabl e subcontractor costs. Qur revenue is generated froma |arge nunber
of relatively snall contracts

Costs of revenue include | abor, non-reinbursable subcontractor costs, materials
and various direct and indirect overhead costs including rent, utilities and
depreciation. Direct |abor enployees work predom nantly at our offices and at
the clients' job sites. The nunber of direct |abor enpl oyees assigned to a
contract will vary according to the size, conplexity, duration and demands of
the project. Contract term nations, conpletions and scheduling delays may result
in periods when direct |abor enployees are not fully utilized. As we continue to
grow, we anticipate that we will continue to add professional and administrative
staff to support our growth. These professionals are in great demand and are
likely to remain a limted resource for the foreseeable future. The significant
conpetition for enployees with the skills we require creates wage pressures on
prof essional conpensation. W attenpt to increase our billing rates to custoners
to conpensate for wage increases, however, there can be a | ag before wage
increases can be incorporated into our existing contracts. Some expenses,
primarily long-term|eases, are fixed and cannot be adjusted in reaction to an
econom ¢ downt urn.

Sel l'ing, general and administrative expenses consist primarily of corporate
costs related to finance and accounting, information technol ogy, business

devel opnent and narketing, contract proposal, executive salaries, provisions for
doubt ful accounts, anortization of goodwill and other indirect overhead costs.

On August 1, 1998, we were reorgani zed so that Keith Engi neering, an entity
under common control with TKCl, becane a wholly-owned subsidiary of TKCI. In
August
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1998, we purchased John M Tettener & Associates, Ltd., or JMIA, which provides
services relating to flood control and drai nage engi neering, environnental

perm tting, and biological surveys and studies. On July 15, 1999, we acquired
substantially all of the assets and assumed substantially all of the liabilities
of Thonpson-Hysell, Inc., or Thonpson-Hysell. Further, in July 1999, we
conpleted an initial public offering of 1,500,000 shares of our comopn stock,
resulting in net proceeds of approxi mately $11, 015, 000. |In COctober 2000, we
acquired Crosby, Mead, Benton & Associ ates which provides engi neering and design
services for master planned communities in Southern California. In January 2001,
we acquired substantially all of the assets and assuned substantially all of the
liabilities of Hook & Associates Engineering, Inc., an engineering and
consulting services firmwith offices located in Phoenix, Arizona, Denver,

Col orado and Cheyenne, Womi ng, providing a full range of services to clients in
an array of industries including real estate devel opment, public

wor ks/i nfrastructure and conmuni cati ons.

RESULTS OF OPERATI ONS

The followi ng table sets forth suppl emental consolidated operating results for
each of the periods presented as a percentage of net revenue.

<TABLE>
<CAPTI ON>
YEARS ENDED DECEMBER 31,
1998 1999 2000
<S> <C <C <C
GrOSS IBVENUE. . . .ot e e e e 117% 109% 108%
Subcontractor COStS. ... ... 17 9 8
Net revenue. ... ...... ... .. 100 100 100
Costs Of revenue.. ... ... ... . 66 68 64
Gross Profit. .. ... 34 32 36
Sel l'ing, general and administrative expenses................ 20 21 20
Income fromoperations. .. ... ... ... i 14 11 16
I nterest exXpense. . ... ... 3 2 1
I ncone before provision for incone taxes.................. 11 9 15
Provision for income taxes............ ..., 5 4 6
Net 1 NCOMEB. . ... 6 5 9
Reversal (accretion) of redeemable securities to redenption
val ue, Net. . ... (1) 1 --
Net income available to common shareholders............... 5% 6% 9%
</ TABLE>
YEARS ENDED DECEMBER 31, 2000 AND DECEMBER 31, 1999
Revenue. Net revenue for 2000 was $53.4 million conpared to $39.6 nillion for
1999, an increase of $13.7 million, or 35% Net revenue growth for 2000 conpared
to 1999 resulted primarily from our acquisitions of Thompson-Hysell in July 1999
and Crosby, Mead, Benton & Associates in October 2000, which contributed $14.2
mllion to net revenue for 2000, conpared to $6.3 million in 1999; growh in our

surveying and mappi ng services, resulting primarily fromthe strong demand for
housing in California and Nevada; and fromgrowth in our industrial/energy
segnment, partially as a result of the need to design and construct backup and
new power generation systens needed by individual power users and power

provi ders. Subcontractor costs, as a percentage of net revenue, declined
slightly to 8% for 2000 conpared to 9% for 1999, resulting largely from
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a reduction in subcontractor services for several large contracts in our real



estate devel opment, public works/infrastructure and conmuni cati ons segment.

Gross Profit. Gross profit for 2000 was $19.0 nmillion conpared to $12.6 nmillion
for 1999, an increase of $6.4 mllion, or 50% As a percentage of net revenue,
gross profit increased to 36% for 2000 conpared to 32% for 1999. The increase in
gross profit and gross profit percentage for 2000 conpared to 1999, resulted
primarily from higher net revenue and profit nargins generated through our

acqui sition of Thonpson-Hysell, inmproved profit margins in our industrial/energy
segnment, inproved utilization of our professionals and an increased focus on
contracts with higher profit margins. These gross profit increases were
partially offset by an increase in the enployer matching contribution of our
401(k) plan in 2000. In addition, gross profit margins in 1999 were negatively

i mpacted by operating results on two |large projects, resulting in a less
favorabl e conparison with the 2000 gross profit margin which was not simlarly

i mpact ed.

Costs of revenue for 2000 was $34.4 million conpared to $27.0 nillion for 1999,
an increase of $7.4 million, or 27% Costs of revenue increases resulted
primarily fromincreased expenses associated with the gromh in our total
enpl oyee base from 473 in 1999 to 540 in 2000, an increase of 67, or 14%

Sel l'ing, General and Adm nistrative Expenses. Selling, general and

admi nistrative expenses for 2000 were $10.8 nillion conpared to $8.3 million for
1999, an increase of $2.5 million, or 30% As a percentage of net revenue,
selling, general and admi nistrative expenses decreased to 20% for 2000 from 21%
for 1999. The increases in selling, general and adm nistrative expenses resulted
primarily from our acquisitions of Thonpson-Hysell in July 1999 and Crosby,

Mead, Benton & Associates in October 2000, including the anortization of

goodwi | | ; enpl oyee recruiting costs; and a full year of other costs associated
with operating as a public conpany. The percentage decrease was due principally
to econom es of scale associated with our acquisitions, which has resulted in

| ower administrative costs in conparison to revenue gener at ed.

Interest Expense. Interest expense for 2000 was $341, 000 conpared to $807, 000
for 1999, a decrease of $466,000, or 58% As a percentage of net revenue,
interest expense was 1% for 2000 conpared to 2% for 1999. The percentage
decrease resulted largely fromthe repaynment of our previous line of credit and
various related party notes payable with a portion of our net proceeds from our
initial public offering in July 1999 and the repaynent of certain capital |eases
in 2000.

Incone Taxes. The provision for incone taxes for 2000 was $3.2 nillion conpared
to $1.5 mllion in 1999, an increase of $1.7 mllion, or 118% This increase in
income tax expense was due primarily to a higher taxable inconme base, mtigated
by a lower effective income tax rate. Qur effective inconme tax rate was

approxi mately 40.4% for 2000 conpared to 42.1% for 1999.

YEARS ENDED DECEMBER 31, 1999 AND DECEMBER 31, 1998

Revenue. Net revenue for 1999 was $39.6 mllion conpared to $29.2 nillion for
1998, an increase of $10.5 million, or 36% Net revenue increased by $6.2
mllion as a result of the acquisitions of JMIA in August 1998 and

Thompson- Hysell in July 1999. Excl uding
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the revenue from acquisitions, our 1999 net revenue grew $4.2 nmillion, or 15%
conpared to 1998, resulting primarily fromthe continued overall strengthening
of the California economy. Subcontractor costs, as a percentage of net revenue,
declined to 9% for 1999 conpared to 17% for 1998, resulting largely froma
decrease of $1.9 million relating to our primary tel ecomunications contract
whi ch came to substantial conpletion in 1998.

Gross Profit. Goss profit for 1999 was $12.6 nmillion conpared to $9.9 mllion
for 1998, an increase of $2.8 mllion, or 28% Gross profit growh is
attributable to both our internal revenue increases as well as the acquisitions
of JMIA and Thonpson-Hysell. As a percentage of net revenue, gross profit
decreased slightly to 32% for 1999 conpared to 34% for 1998. The decline in the
gross profit percentage is attributable primarily to an increase in the
estimated direct contract costs expected to be incurred on two | arge projects



resulting in a reduction to the estinmated percentage of conpletion on these
contracts and consequently a $900, 000 reduction in gross profit. Excluding this
i mpact, gross profit as a percentage of net revenue was 34% for 1999. The gross
profit percentage was further reduced by a decline in the profitability in the
industrial, process and manufacturing operations of ESI and our increase in the
enpl oyer matching contribution of our 401(k) plan in 1999, resulting fromthe
continued need to attract and retain quality professionals.

Costs of revenue for 1999 was $27.0 million conpared to $19.3 nillion for 1998,
an increase of $7.7 million, or 40% Costs of revenue increases resulted
primarily fromgrowth in our total enployee base from356 in 1998 to 473 in
1999, an increase of 117, or 33% Excluding our acquisition of Thonmpson-Hysell
in July 1999, the number of total enployees increased by 17, or 5%

Sel l'ing, General and Adm nistrative Expenses. Selling, general and

admi nistrative expenses for 1999 were $8.3 nillion conpared to $5.9 million for
1998, an increase of $2.5 million, or 42% As a percentage of net revenue,
selling, general and admi nistrative expenses increased to 21% for 1999 from 20%
for 1998. The percentage increase resulted primarily fromthe collection in 1998
of approximately $390, 000 of accounts receivables witten off in prior years.

Interest Expense. Interest expense for 1999 was $807, 000 conpared to $967, 000
for 1998, a decrease of $160,000, or 17% As a percentage of net revenue,
interest expense was 2% for 1999 conpared to 3% for 1998. The percentage
decrease resulted primarily fromthe repayment of our previous line of credit,
notes payabl e and rel ated party notes payable totaling $7.4 nmillion with the net
proceeds fromthe July 15, 1999 initial public offering.

Incone Taxes. The provision for incone taxes for 1999 was $1.5 nillion conpared
to $1.4 mllion in 1998, an increase of $116,000, or 9% This increase in tax
expense was due primarily to a higher taxable income base partially offset by a
hi gher effective tax rate in 1998 as a result of the conversion of Keith

Engi neering froman S corporation to a C corporation in August 1998. CQur

ef fective income tax rate was approxi mately 42% for 1999 conpared to 45% for
1998. The 1998 effective income tax rate would have been approxi mately 42% had
Kei th Engi neering been a C corporation at the beginning of 1998.

22
<PAGE> 25

QUARTERLY RESULTS

The followi ng tables set forth unaudited selected quarterly consolidated
financial data for each of our last two fiscal years ended Decenber 31, 1999 and
2000. This data is also expressed as a percentage of net revenue for the
respective quarters. This informati on has been derived from our unaudited

consol i dated financial statements, which, in the opinion of managenent, include
all adjustnments necessary for a fair presentation of the quarterly information.
Consol idated results of operations for any one or nobre quarters are not
necessarily indicative of results for an entire year or the results to be
expected for any future period.

<TABLE>
<CAPTI ON>
QUARTERLY
RESULTS
THREE MONTHS
ENDED

MAR. 31, JUNE 30, SEPT. 30, DEC. 31,
MAR. 31, JUNE 30, SEPT. 30, DEC. 31,
1999 1999 1999 1999
2000 2000 2000 2000

THOUSANDS)



<S> <C <C <C <C

<C <C <C <C
CONSOL| DATED STATEMENTS OF | NCOVE DATA:
GrOSS FeVENUE. . .\ttt ettt $9, 999 $9, 471 $11, 397 $12, 217
$13, 107 $13, 567 $14, 541 $16, 620

Net revenue........... ... ... ... 8, 969 8, 643 10, 658 11, 366
12, 419 12, 681 13, 638 14, 643
Costs of revenue........................ 5,914 5,786 7,350 7,937
8, 382 8, 307 8, 448 9, 225

Goss profit....... ... ... ... . L. 3,055 2,857 3,308 3,429
4,037 4,374 5,190 5,418
Sel l'ing, general and administrative

EXPENSES. . o 1, 896 1, 797 2,211 2,439
2, 650 2,486 2,756 2,942

Incone fromoperations................ 1, 159 1, 060 1, 097 990
1, 387 1, 888 2,434 2,476
Interest expense.......... .. ... .. ... ... 260 268 149 130
107 88 65 81
O her expenses (inconme), net............ (19) (10) 132 (87)
10 22 (111) 4

I ncone before provision for incone

LAXES. ottt 918 802 816 947

1, 270 1,778 2,480 2,391
Provision for incone taxes.............. 389 340 347 390
508 711 992 988

Net income.......... ... ..., 529 462 469 557
762 1,067 1,488 1,403
Reversal (accretion) of redeemable

securities to redenption value, net... (57) (57) 344 --

Net income available to conmon
shareholders........................ $ 472 $ 405 $ 813 $ 557 $
762 $ 1,067 $ 1,488 $ 1,403

</ TABLE>

<TABLE>
<CAPTI ON>

AS A PERCENTAGE OF
NET REVENUE

MAR. 31, JUNE 30, SEPT. 30, DEC. 31,
MAR. 31, JUNE 30, SEPT. 30, DEC. 31

1999 1999 1999 1999
2000 2000 2000 2000
<S> <C <C <C <C
<C <C <C <C
CONSOLI DATED STATEMENTS OF | NCOVE DATA:
GrOSS FeVENUE. . . oot i et et e e 111% 110% 107% 107%

106% 107% 107% 114%



Net revenue............ .. ... 100 100

100 100 100 100
Costs of revenue........................ 66 67
67 66 62 63

Gross profit..... ... ... . i 34 33
33 34 38 37
Sel l'ing, general and administrative

EXPENSES. . o 21 21
21 20 20 20

Incone fromoperations................ 13 12
12 14 18 17
Interest expense.......... .. ... .. ... ... 3 3
2 -- 1 1
O her expenses (inconme), net............ -- --
.- -- (1) .-

I ncone before provision for incone

taXesS. ... 10 9

10 14 18 16
Provision for incone taxes.............. 4 4
4 6 7 6

Net income............ ... ... ... 6 5
6 8 11 10
Reversal (accretion) of redeemable

securities to redenption value, net... (1) --

Net income available to conmon
shareholders........................ 5% 5%
6% 8% 11% 10%

</ TABLE>
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100 100
69 70
31 30
21 21
10 9

1 1
1 .-
8 8
3 3
5 5
3 .-
8% 5%

Qur quarterly revenue and operating results fluctuate primarily as a result of:

- client engagements comenced and conpl eted during a quarter;

- seasonality;

- the nunber of business days in a quarter;

- the nunber of work days lost as a result of adverse weather conditions

or del ays caused by third parties;
- enpl oyee hiring, billing and utilization rates;
- the consummati on of acquisitions;

- the length of the sales cycle on new business;

- the ability of clients to term nate engagenents wi thout

penal ty;

- our ability to efficiently shift our enployees from project to project;

- the size and scope of assignnents; and

- general econom c conditions.



LI QUI DI TY AND CAPI TAL RESOURCES

We have financed our working capital needs and capital expenditure requirenents
through a conbination of internally generated funds, bank borrow ngs, |eases and
the sale of our common stock.

Cash and cash equival ents as of Decenber 31, 2000, were $1.0 mllion conpared to
$1.6 mllion as of Decenmber 31, 1999. Working capital as of December 31, 2000

was $7.3 mllion conpared to $7.2 nillion as of Decenber 31, 1999, an increase
of $130,000, or 2% resulting primarily fromthe growmh in contracts and trade
recei vabl es and costs and estimated earnings in excess of billings, primarily

due to our acquisition of Crosby, Mead, Benton & Associates and hi gher revenue
levels. This was offset by an increase in the current portion of |ong-term debt
and capital |ease obligations as a note payable with a principal balance of $2.4
mllion as of Decenmber 31, 2000 was reclassified fromlong-termto short-term
based on its maturity date. In addition, our line of credit was reclassified to
current based on its Septenmber 2001 maturity date. The debt to equity ratio as
of Decenber 31, 2000 was 0.31 to 1 conpared to 0.38 to 1 as of Decenber 31

1999. Net cash provided by operating activities decreased $462,000 or 13% to
$3.0 million in 2000 conpared to $3.5 nillion in 1999. The decrease in net cash
provi ded by operating activities was a result of an increase in contracts and
trade receivables and costs and estimated earnings in excess of billings and the
reduction of trade accounts payable and accrued liabilities, primarily due to
the paydown of enployee accrued vacation and sick tinme accumulated in prior
years. These decreases were partially offset by higher income before the effects
of depreciation and anortization. The 2000 cash generated from operating
activities was used primarily to make principal paynments on |ong-term and
short-term debt and capital |eases, to pay off certain capital |eases, to fund
capital expenditures, and to partially fund our acquisition of Crosby,
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Mead, Benton & Associates in October 2000. Capital expenditures for 2000 were
$1.3 mllion conpared to $1.2 million in 1999. The 2000 capital expenditures
consisted primarily of conputer equiprment and upgrades to our information
systems. We expect to mmintain capital expenditures in fiscal 2001 at

approxi mately the 2000 | evel, before consideration for future acquisitions, to
support technol ogy investnents.

In September 1999, we entered into a new line of credit agreenent with a bank
which allows us to borrow up to an aggregate of $8.5 million. The line of credit
consists of a working capital conponent with a maxi mum outstandi ng principa

bal ance of $6.0 million, maturing on Septenmber 3, 2001, and an equi pnent
conponent with a maxi num out standi ng princi pal balance of $3.5 million, which
mat ured on Septenber 3, 2000. On Septenber 3, 2000 and Novenber 3, 2000, the
line of credit was amended to extend the maturity of the equi pment conponent to
January 3, 2001. The equi pnment conponent ultimately matured on January 3, 2001
and we el ected not to amend or extend this conmponent. We plan on reestablishing
the equi pnent conponent when we renew the working capital conponent as a result
of negotiations with the bank in 2001. The working capital conponent bears
interest at either the prine rate or at approximately 1 3/4% above LIBOR and the
equi prent conponent bore interest at either the prime rate or at approxi mately
2% above LIBOR At Decenber 31, 2000, the outstanding borrow ngs under the
wor ki ng capital conponent of the line of credit was $2.0 mllion bearing
interest at 9.5% The borrowings on the line of credit agreement were used
primarily to fund our acquisition of Crosby, Mead, Benton & Associates and for
ot her working capital needs.

Net proceeds of $11,015,000 fromour initial public offering in July 1999 were
used primarily to repay related party notes payable and accrued interest, to
repay notes payable, to repay our previous bank line of credit and to acquire
Thonmpson- Hysel |

I'n 2001, our primary expected sources of liquidity are existing cash bal ances,
cash generated by operations and availability under our credit facility. Qur
primary cash requirements are expected to include capital expenditures estinmated
to be approximately $1.5 million and schedul ed reductions of principal on

out st andi ng i ndebt edness of approximately $5.4 mllion. Assumi ng our credit
facility is renewed at naturity in Septenber 2001, or we are able to arrange for



a replacenment credit facility with a sinmilar availability, we will have
sufficient cash resources to fund our anticipated operations and pl anned capita
expenditures and debt reductions for the next 12 nonths

I NFLATI ON

Al t hough our operations can be influenced by general econonmic trends, we do not
believe that inflation had a significant inpact on our results of operations for
the periods presented. Due to the short-termnature of nobst of our contracts, if
costs of revenue increase, we attenpt to pass these increases to our clients
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I MPACT OF | SSUED BUT NOT YET ADOPTED ACCOUNTI NG PRI NCI PLES

I'n June 1998, the Financial Accounting Standards Board issued Statenent of

Fi nanci al Accounting Standards, or SFAS, No. 133, "Accounting for Derivative
Instruments and Hedging Activities." SFAS No. 133, as anended by SFAS Nos. 137
and 138, describes the accounting for derivative instruments and hedgi ng
activities. SFAS No. 133, as anended, is effective for the first fiscal quarter
of the first fiscal year beginning after June 15, 2000. We do not believe that
the inplenentation of SFAS No. 133, as anended, will have an inpact on our
financial position or results of operations.
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QUANTI TATI VE AND QUALI TATI VE DI SCLOSURES ABOUT MARKET RI SK

We are exposed to interest rate changes primarily as a result of our line of
credit and long-termdebt, which are used to maintain liquidity and to fund
capi tal expenditures and our expansion. Due to the relatively inmaterial |evels
of our current borrow ngs, our earnings and cash flows are not materially

i mpacted by changes in interest rates. Prom ssory notes delivered in connection
with our acquisitions have generally been at fixed rates. Qur bank |ine of
credit is based on variable interest rates and is therefore affected by changes
in market rates. We do not enter into derivative or interest rate transactions
for specul ative purposes

The tabl e bel ow presents the principal ambunts of debt (excluding capital |ease
obl i gations of $634,000 and a note payable of $2,372,000), weighted average
interest rates, fair values and other itens required by year of expected
maturity to evaluate the expected cash flows and sensitivity to interest rate
changes as of Decenber 31, 2000. Dollars are expressed in thousands

<TABLE>
<CAPTI ON>

FAIR
2001 2002 2003 2004 TOTAL
VALUE( 1)

<S> <C <C <C <C <C
Fixed rate debt(2)................... $ 551 $ 90 $ 57 $ 16 $ 714
714

Average interest rate................ 8.47% 8.21% 8.22% 8. 50% 8. 41%
8. 41%

Variable rate debt................... $2, 025 -- -- -- $2, 025
$2, 025

Average interest rate................ 9. 50% -- -- -- 9. 50%
9.50%

</ TABLE>

(1) The fair value of fixed rate debt and variable rate debt was determ ned
based on current rates offered for debt instruments with simlar risks and
maturities.

(2) Fixed rate debt excludes a note payable with a carrying amount of $2,372, 000



due to the nature of this financing.

As the table incorporates only those exposures that existed as of Decenber 31
2000, it does not consider those exposures or positions which could arise after
that date. Moreover, because firmcomitnments are not presented in the table
above, the information presented in the table has limted predictive value. As a
result, our ultimate realized gain or loss with respect to interest rate
fluctuations will depend on those exposures or positions that arise during the
period and interest rates
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BUSI NESS
GENERAL

We are a full service engineering and consulting services firm providing

prof essional services on a wi de range of projects to both the real estate
devel opnent, public works/ infrastructure and comunications industry and the
industrial/energy industry.

We provide a full range of services frominitial site acquisition studies to
constructi on managenent and el ectrical, mechanical and chemi cal / process

engi neering services. We benefit froma diverse public and private client base
including real estate devel opers, residential and commercial builders
architects, cities, counties, water districts, state and federal agencies, |and
owners, comercial retailers, energy providers and various manufacturers. CQur
prof essional staff provides a conprehensive menu of services that are needed to
ef fectively manage, engi neer and design infrastructure and state-of-the-art
facilities.

The following illustrates the range of services that we offer:

Graphic depicting: (1) the follow ng services: civil engineering, surveying &
mappi ng, planning, site acquisition, environmental, archaeol ogy, construction
management, water resources engineering, instrumentation/control systens
integration engineering, fire protection engineering, electrical engineering
mechani cal engi neering and chem cal / process engineering; and (2) the follow ng
industries served: real estate devel opment, public works/infrastructure and
communi cations industry and the industrial/energy industry.

From fiscal 1996 through fiscal 2000, our net revenue has grown by a conpounded
annual growth rate of 42% and our net income has grown at a conpounded annua
growh rate of 59% W have acconplished this through both internal growth and
through our acquisition strategy to diversify the scope of our services and our
geogr aphi ¢ presence. W have acquired five conpanies in the past four years and
now operate from 13 offices (including 15 operating divisions) in 6 states;
California, Nevada, Utah, Arizona, Col orado and Wonmn ng.
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I NDUSTRI ES SERVED

We serve both the real estate devel opnent, public works/infrastructure and
communi cations industry and the industrial/energy industry.

REAL ESTATE DEVELOPMENT, PUBLI C WORKS/ | NFRASTRUCTURE AND COMMUNI CATI ONS
Real Estate Devel opnent

Resi dential, commercial, golf, and other recreational devel opers use technica
consul tants to provide planning and environnental services to create |and use
plans, wite the supporting planning and environmental docunents and process
entitlements and permits through governnental authorities. Technical consultants
al so assist clients with obtaining approvals and permits fromfederal, state and
| ocal agencies. After projects are approved by governnental agencies, devel opers
need surveying, mapping, and civil engineering services to survey devel opnent
sites, create accurate boundary and base maps, and provi de engi neering designs
for grading, streets, sewer and water pipelines and facilities, utilities and



drai nage facilities. Upon conpletion of the design phase, surveyors provide
construction staking services to identify the precise |locations of streets
utilities, pipelines, and other facilities. In culturally sensitive areas

devel opers may al so require environnental and archaeol ogy services for planning
and assistance with environmental approvals as well as construction and
post-constructi on phase nonitoring services.

Resi denti al devel opnent includes |arge-scale comunities, senior citizen and
retirement conmunities, single fam |y hones, condom niuns and apartments.
Commer ci al devel opnment includes the devel opment and construction of retail

of fice, hotel and industrial facilities. Golf and recreational facility
devel opnent includes golf courses, driving ranges, parks, clubhouses, thenme
parks, resorts and | akes

There are generally two types of real estate devel opment projects and clients
the | and devel oper and the builder. Sone take on characteristics of both

Devel opers generally nmust | ook long-term utilize |onger-terminvestnent
financi ng and evaluate the performance of projects across multiple business
cycles. The devel oper pursues | and devel opment rights and inplements the process
of designing and constructing infrastructure utility, roadway and | andform
gradi ng i nprovenents. A devel oper's projects often span several years or even
decades. The builder, on the other hand, generally provides an end-user product,
including hones, retail stores, restaurants or clubhouses. The builder's
approach is generally based upon current and relatively short-term econom c
conditions. Financing for a builder's work is often construction-oriented and
anticipates short-termreturns. The builder often buys property that has already
been zoned, graded and otherw se inproved by the | and devel oper

Public Works/Infrastructure

Transportation, water resources, and other public works projects provide
ongoing, nore reliable sources of revenue for engineering firms and consultants
when private real estate devel opnent activities decline during unfavorable
econom ¢ periods. These public
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projects are often long-termand have historically provided nore determ nable
and consistent revenue streans than non-publicly funded projects

Transportation. Hi ghway and interchange projects require engi neering designs
for roadways and interchanges for the placenent or relocation of sewer and water
pipelines and utility lines and for rainfall run-off managenent. They al so
include surveying services for establishnent of proper rights of way for these
facilities. Engineers develop street, major arterial and hi ghway designs in
cooperation with federal, state and | ocal agencies to inprove transportation
networks. Highly experienced transportation planners, engineers, and designers
provide the entire spectrum of resources necessary to effectively engi neer and
design state-of-the-art transportation infrastructure

WAt er Resources. \Water resource services enconpass the study and anal ysis of
rainfall, water collection and distribution, use of water for cleanliness,

nouri shnent and irrigation and the treatnent and di sposal of used or

contam nated water. Due to the nultiple demands for municipal, environmental and
agricultural uses, water is a limted resource in the Western United States. As
popul ations continue to grow and hi gher standards are placed on protecting the
envi ronnent wi thout sacrificing the supply and quality of water, water

districts, public agencies, agricultural users and nunicipalities are faced with
the chall enge of managing their water supplies nore efficiently.

Protecting comunities fromnatural disasters such as flood and rmudfl ows,

cl eaning natural waterways, elimnating pollution fromstormrunoff flowing into
the ocean and protecting and enhancing natural riparian resources are sonme of
the m ssions of public water-nmanagi ng agencies. Private devel opers al so address
these issues as part of their |land devel opnent projects

Conmuni cat i ons

Comuni cations projects include the devel opnment, expansion and construction of
wi rel ess and | and- based data and communi cations systens. The infrastructure for



these systens includes wireless transm ssion base stations, switching centers,
cabl e systens, fiber optic networks and microwave |ink networks. Wth the rapid
growt h of the communications services industry, the demand for communications
infrastructure has expanded dramatically.
Servi ce providers and devel opers of conmmuni cations infrastructure generally hire
outside experts to nmeet their design, site acquisition and | ease arrangenent,
land planning, civil engineering, purchasing and construction managenent needs.
| NDUSTRI AL/ ENERGY
The industrial/energy industry consists of nmanufacturing facilities, processing
facilities, power generation and distribution, and production/refining methods
and systens. Power plants, machines, assenbly lines, factories and refineries
requi re nechanical, electrical and process engineering services to enable
utilization of new processes and to inprove
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efficiency and reliability of their production effort. Conprehensive engineering
services that are required include

- the design or redesign of electrical, heating, ventilation and air
condi tioning systens;

- mechani cal equi prent desi gn
- equi prent sel ection and purchasi ng

- the design of integrated computer and nonitoring device systens to
control manufacturing and process equi pnent;

- chemi cal / process engi neering;

- energy generation and usage consul ting;

- fire protection engineering

- mat eri al handling and process flow pl anni ng;

- aut omati on and robotics design

- constructi on managenment and installation supervision
- proj ect nanagenent; and

- conput er progranmm ng.

Projects that utilize mechanical, electrical and process engineering and
consul ting services include:

- Ener gy/ Power Generation and Managenent: power plants, natura
gas/el ectrical systens and distribution systens;

- Hi gh Tech Facilities: biotechnol ogy, pharnaceutical and |aboratory
facilities, conputer centers, control roonms and research and
devel opnent facilities;

- Consumer Product Facilities: autonotive assenbly, household products
and packaging facilities;

- Food and Beverage Facilities: bottling/packaging facilities, materia
handling facilities, process controls and food and beverage
manufacturing facilities;

- Educational Facilities: school and university buildings and canpuses;
and

- Public Facilities/Utilities: comercial and medi cal buildings



We believe there is a continued trend in the manufacturing and assenbly
industries toward automati on and increased efficiency. As these industries grow,
so does their need for engineering, design and consulting services to automate
and increase the efficiency of new and existing facilities.

THE TKClI ADVANTAGE

The engi neering and consulting services industries are highly fragnmented,
ranging froma |large nunber of relatively small local firms to large
mul ti-national firms. We estinate

31
<PAGE> 34

that there are over 500 firms providing engineering and consulting services to
the industries we serve in our principal operating areas. Managenment believes
that in the areas in which we are |ocated, we are anpng the | eadi ng engi neering
and consulting services firms serving the industries that we serve. W believe
that we can further enhance our position in the industries which we serve for
the followi ng reasons

Reput ati on

We have a reputation for providing high quality services, which is strengthened
due to the personal relationships devel oped between our staff and
representatives of clients and agencies. W have been awarded many projects
either due to our expertise in working with an agency or project type or because
a particular client desires to work with, and can count on, specific project
managers. |In addition, we have received nunerous awards for technical excellence
i ncl udi ng:

- Awar d of Excellence fromthe California Council of Civil Engineers and
Land Surveyors;

- Certificate of Recognition fromthe County of San Bernardi no Board of
Supervi sors

- Letter of Appreciation fromthe State of California Department of
General Services

- Project of the Year fromthe Orange County Branch of the American
Society of Civil Engineers

- Qut st andi ng Environmental Anal ysis Docunent fromthe Association of
Envi ronnment al Prof essionals; and

- Qut st andi ng Pl anning Award from the American Pl anni ng Associ ation
I ndustry and Professional Experience

We believe that our senior managenent has the proven ability to execute our

busi ness plan and capitalize on new opportunities. Over the past four years
management has successfully closed and integrated five acquisitions, enabling us
to diversify both our revenue base and our geographic scope. This is a crucia
point, as acquisitions will continue to be a key conponent in our business plan
In all acquisitions to date, we have retained the managenent teans of the
acquired conpani es and provided the financial and managenment controls to pronote
sustai nable growth. This enables the acquired managenment teamto run their

busi ness as they know best. In addition, the entire managenent team from
project nmanager to senior executive nanager, is particularly adept at the
relationship side of the business that plays a critical role in the world of

engi neering and consulting services

We recogni ze that our enployees are our nost val uable resource for providing
continuing quality service and for obtaining new work. During enpl oyee sel ection
and as part of the acquisition criteria, we require that the personnel which we
add to our team have significant experience in the industries that we serve. W
suppl enent this industry
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experience by providing in-house continuing educati on sem nars, design forums
and training prograns.

Full Service Approach

We provide a full conpl enent of engineering and consulting services. Since nany
consul ting and engi neering services firns specialize in only one or a few
services, a project owner may often be required to engage several engineering
and/or consulting firns during the various phases of a project. The phases range
fromidentifying and eval uating whether to acquire a parcel of land to

desi gni ng, engi neering and managi ng the construction of the finished project. W
believe that clients realize significant cost and tinme savings and maintain
consistent quality by concentrating their engineering and consulting services in
as few firms as practicable.

Cr oss- Mar ket i ng

Due to our reputation within our industries and our technical expertise, we have
frequently increased the scope of services provided to a client froman initial
engagenent, such as land planning, to include other services, such as mapping
and surveying. Wen we expand into new geographic regions, we have successfully
cross-sold and intend to continue to cross-sell the services we offer

Because our professionals provide many of the prelimnary services for planning
civil engineering and surveying and mappi ng projects, we are frequently asked to
provi de additional services as a project progresses. In performng the
prelimnary services during the initial phases of a project, we obtain
background information and data relating to the project that may be inefficient
and costly for another firmto conpile. Consequently, we are often nore

knowl edgeabl e about a project, and, as a result, are often engaged to perform
addi ti onal engineering and consulting services as the project progresses

Ef fective Organi zational Structure

We believe that our organizational structure allows us to conpete effectively
with small-and nmid-sized local firnms as well as with |large regional, nationa
and international firnms. Qur organizational structure comnbines the efficiencies
associated with centralization and the flexibility of decentralization. Wen
appropriate, our prinmary adm nistrative functions are centralized in our
corporate headquarters in Costa Mesa, California allow ng us to reduce
duplicative functions and personnel at our divisional offices. W believe that
this centralization allows the managenent at our divisional offices the freedom
to focus on identifying new business opportunities and overseeing the services
they provide, and all ows our project nanagers the flexibility to focus on being
responsive to client needs. Since our divisions are managed by technica
professionals with excellent client relationships and industry reputations, we
pronote decentralization of those aspects of our business which involve
technical and client relationships
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BUSI NESS STRATEGY

Qur objective is to strengthen our position as a |eading provider of engineering
and consul ting services while growi ng our geographic presence and enhancing the
services we offer. To achieve this objective, we have devel oped a strategy with
the followi ng key el ements:

- Maintain High Quality Service. To mamintain high quality service, we
focus on being responsive to custoners and working diligently and
responsi bly to maintain schedul es and budgets. As a result of our focus
on quality and tinely service, we believe that we have established an
excellent reputation in the markets we serve. We intend to continue
providing high quality services as we expand our geographic presence and
our service offerings.

- Continue to Recruit and Retain Highly Qualified Personnel. W believe
that recruiting and retaining skilled professionals is crucial to our
success and growth. As a result, we intend to continue to recruit



experienced and tal ented individuals who can provide quality services and
i nnovative sol utions.

- Enhance and Strengthen Existing Cient Relationships. By mintaining
strong relationships with existing clients and pronoting the entire cross
section of services we provide to all clients, we believe that we can
enhance our reputation. By focusing our efforts in this area, we can
utilize the time that we spend with our clients on active work to pronote
additional services to them and gain additional contract opportunities
for us. We believe that our existing relationships between our clients
and enpl oyees is our greatest business devel opnment asset.

- Expand Services in Both the Public Wrks/Infrastructure and
Communi cations Industry and the Industrial/Energy Industry. To dimnish
our susceptibility to the econonmic cycles affecting any particul ar
industry, we intend to continue expanding our work in the public
wor ks/infrastructure and conmmuni cati ons and industrial/energy industries.
Mich of our technical expertise, including, CAD technicians, certain
engi neering specialists and adm nistrative support, can provi de support
across industries in the event that a particular industry segment
experiences econom ¢ downturns. We believe that by expandi ng our services
into industries which follow different economc cycles, we are able to
reassign talented enpl oyees to other project types and hel p provide
stability for our core staff, managenent and profit I|evels.

- Expand Geographically. To dimnish the inpact of regional economc
cycles, we intend to continue to expand our geographi c presence through
acqui sitions, opening additional divisional offices and marketing our
services to clients with national and international needs. Qur geographic
growth nmay provide us with broader access to enpl oyee pools, work sharing
bet ween regi ons and new busi ness opportunities. W believe that our
acqui sitions of Thonpson-Hysell and Crosby, Mead, Benton & Associ ates
have enabled us to nore effectively sell additional services in
California and Utah and that our acquisition of Hook & Associ ates
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Engi neering, Inc. has enabled us to broaden our service offerings in
Ari zona, Col orado and Woni ng.

- Expand and Enhance Technical Capabilities. W intend to build upon our
reputation as a quality provider of engineering and consulting services
as we diversify our services to meet demands of our clients and new
markets. As part of our effort to continue diversifying the scope of our
services, we intend to pursue strategic partnering relationships and
acqui sitions.

ACQUI SI TI ON STRATEGY

We intend to continue to pursue acquisitions that conpl enent our business
strategy and enhance our range of services, geographic presence and/or client
base. We believe that strategic acquisitions will enable us to nore efficiently
serve the diverse technical and geographic needs of, and secure additiona
business from national and international clients. Upon the successfu
conpletion of this offering, we may increase the pace and size of our

acqui sitions.

In general, the key criteria we consider when evaluating potential acquisitions
include services offered, reputation, corporate culture, price, profitability
and geographic | ocation

The following table sets forth information regarding our five acquisitions since
late 1997

ACQUI SI TI ON PRI MARY



<S>
Decenmber 1997
I ndustrial / ener gy

August 1998
resources

and services

July 1999
resources and

engi neering

Cct ober 2000

COVPANY ACQUI RED

<C
ESI, Engineering

Servi ces | ncorporated

John M Tettener

Associ ates, Ltd

Thonpson- Hysel |

and

I nc.

MARKETS SERVED SERVI CES
<C <C
Northern California
services
Sout hern California Wat er

engi neering

Nort hern and Central Wat er

California; Utah ot her
services

Sout hern California Land

Crosby, Mead, Benton &
devel opnent design

Associ at es
infrastructure design

and | andscape
architecture

January 2001
devel opnent,

Hook & Associ at es Ari zona; Col orado; Land

Engi neering, Inc. Wom ng
transportation, and

conmuni cati ons services

</ TABLE>

Consi deration for the conpani es we have acquired has included cash, shares of
our common stock, pronmissory notes, or a conbination of these forms of

consi deration. The consideration is sonetimes subject to earn-out or adjustnent
provisions. Additionally, in connection with these acquisitions, we have entered
into nonconpetition agreements with principals or key enpl oyees of an acquired

conpany.
SERVI CES PROVI DED

We provide a broad range of services, including civil engineering, surveying and
mappi ng, planning, environnental, archaeol ogy, constructi on managenment, site
acquisition, water resources engineering, and other services needed by the
industrial/energy industry,
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including instrumentation/control systems integration engineering, fire
protection engineering, electrical engineering, mechanical engineering and
chem cal / process engi neering

Civil Engineering Services

General civil engineering is often referred to as everything "designed fromthe
ground down" because npbst of the constructed inprovenents involved lie on the
surface of, or below the ground. Qur civil engineering services include, project
feasibility and due diligence analysis; devel opnent cost projections; access and
circulation analysis; infrastructure design and analysis; pro form cost

studi es; project managenent; construction docunents; tentative mapping; flood
plain studies; sewer, water and drai nage design; street and hi ghway design; site



and subdi vi si on design; and gradi ng design

We are the master engineer of a master-planned residential resort community
located in the central valley region of California. This 30,000-acre site is
conprised of five villages, and consists of approximtely 5,000 residential
units, six golf courses, a hotel and convention center, two wineries, a swimand
tennis club and 85 acres of retail and comercial devel opment. Qur
responsibilities on this project include the civil engineering design of al
onsite and offsite inprovenents, such as roadways, water, sewer and drainage
systems and grading. We are al so providing surveying and nmappi ng services;
coordinating with the environnmental consultants; providing construction
management services; and providing bid and finance admi nistration services. W
anticipate that this project will have a duration of nbre than 20 years

Surveyi ng and Mappi ng Services

Surveyi ng and mappi ng services include, anpng other things, the establishnent of
boundaries for prelimnary engineering, construction |layout, as-built surveys
and the identification of features of a parcel of land that directly affect a
project's design. It is comon for our surveying and mapping teans to be "the
first in and the last out" for a construction project. W provide surveying and
mappi ng services through teanms of skilled professionals that utilize

sophi sticated technol ogy, including global positioning systens that utilize
satellite technology to survey and navigate | and, geographic information
systems, and field-to-office digital and el ectronic data capture to produce
information that will serve as the foundation for a variety of planning and
engi neering anal ysis and desi gn endeavors. W believe that we were anong the
first engineering and surveying consultants to utilize global positioning
systems with geographic information systens to perform precise ground surveys

We utilized our expertise by providing surveying, mapping, charting, inagery
intelligence and photogrametic services for an on-going multi-year, task order
contract with a United States federal agency. This includes providing surveying
and mappi ng services on air bases worldwi de as part of a geospatial information
and imagery intelligence program As a subconsultant to the program manager, we
assisted in devel oping their specifications and statenent of work for safety of
navi gation surveys on Departnment of Defense airfields. W have al so devel oped
detail ed ground survey and photogranmetric nappi ng plans and cost breakdowns for
the survey of nultiple airfields in Washington, California
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and Utah. This effort coordinates tasks to be performed by at |east half a dozen
firms throughout the Western United States.

Pl anni ng Services

Pl anni ng services include both physical planning and policy planning. Physica

pl anning i s graphical and includes conceptual draw ngs, sketches and |ayouts of
communities and identifies |and uses and residential and commercia

nei ghbor hoods. The resulting plan often beconmes the basis for the preparation of
engi neering plans. To conpl ement a physical plan, policy planning entails the
preparation of supporting text and documents that establish procedures

requi renents and guidelines for visual appearance or detailed permtting
approval s under which the physical plan may be inpl enented.

Qur planning services are designed to assist clients with maxi m zing the
potential uses of real estate and other limted resources. W provide plans that
take into account governnent regul ations, effective and creative use of |and
assets, and the expectations and needs of the conmunity.

An exanpl e of our planning services is the preparation and processing of a
Specific Plan docunent for a mmster-planned golf course comunity in the County
of San Bernardino, California. This comunity is approxi mately 460 acres in size
and contains nore than 500 |uxury homes surrounding a full-length 18-hole golf
course. We created the land use plan and devel oped the supporting Specific Plan
and Environnental |nmpact Report documents. These docunents specify uses of |and
such as residential, golf and open space. They also identify environnenta
concerns and how to nmitigate them Additional services for which we are
responsi bl e on this project include environmental, civil engineering and



surveyi ng and mappi ng
Envi ronnent al Services

Qur environmental services include biology, permt processing, environmenta
docunment preparation and mitigation nonitoring. We assist clients with the
conpl ex federal, state, and local permtting process enabling themto
successfully inmplenment private and public projects. Qur environnmental staff
of fers the technical proficiency to provide one-stop preparation of

envi ronnental docunments that conformto current regulatory requirenents.

Qur staff is experienced with the preparati on of conplex and chal |l engi ng

envi ronnent al pl anni ng docunents such as Environnental |npact Reports

Envi ronmental |npact Statements, initial studies and environnental assessnents.
Qur experience includes the preparation of docunments that conply with the
California Environnmental Quality Act (CEQA) and the National Environnenta
Policy Act. Qur environnental staff has been instrunental in devel oping permt
strategy consensus anpong federal agencies such as the Army Corps of Engineers,
U.S. Fish and Wldlife, the Environnmental Protection Agency and the State of
Cal i fornia.

Qur award wi nning services on a recent project involved the preparation of a
master plan and Environnmental |npact Report for a nmjor sports conplex, two
school s, an active park and a community center. The major issues surrounding the
project included the
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preservation of the habitat for the California gnatcatcher and Qui no checkerspot
butterfly, potential |and use inpacts to the nearby Los Al anps Historic District
and securing water service. W successfully designed and processed all of the
necessary plans and received the "Qutstandi ng Pl anni ng Award, Pl anning

I mpl enentation, Small Jurisdiction" award fromthe Anerican Pl anning

Associ ation

Ar chaeol ogy Services

We perform archaeol ogi cal studies that range fromsite review and records

anal ysis to a discussion of measures to protect sensitive or valuable

ar chaeol ogi cal resources. Further, we conduct field sanpling and testing to
establish or verify findings of a site review, and previously docunent ed
information to determ ne both the quantity and quality of archaeol ogica
materials for a given site. Many environnental inpact anal yses require
protection of significant archaeol ogical resources that may exi st on a property,
such as native Anerican community settings, artifacts, and burial sites

We have provided nmonitoring of construction activities on nunerous projects and
have al so conpl eted conpl ex archaeol ogi cal excavations in coordination with
state and federal agencies and native Anerican representatives

Constructi on Managenment Services

Constructi on managenent services are an efficient "bundling" of some of the
other services that we provide. During construction nanagenent assignments, we
direct devel opment and construction tasks, including the preparation of cost
projections, entitlement and feasibility analysis, professional consultant

sel ection and supervision, contractor bidding and construction supervision. W
provi de these services in discrete conponents or as a conprehensive package for
private devel opment, public works and communications clients

One of our active construction nanagenent projects is a 650 acre master planned
hillside golf course comunity with an 18-hol e chanpi onship golf course that is
surrounded by approximately 200 estate residential lots and a high quality
country club facility. Qur constructi on managenment efforts include the

coordi nation and scheduling of all construction activities at the project,
monitoring the performance of the contractors, confirm ng adherence to plans and
specifications and coordinating permts and approvals. W al so provided

pl anni ng, civil engineering, archaeol ogy, |andscape architecture and surveying
and mappi ng services for this project.



Site Acquisition Services

Site acquisition services include the selection of prospective properties that
fit defined criteria, identifying and overconming restrictions against intended
use of properties, negotiating agreenents for the acquisition and inplementing
the acquisition and final use of properties. W provide site acquisition
services to assist clients with obtaining the nost appropriate real estate for
their particular needs. For exanple, a property intended for the devel opnent of
multi-famly housing will have characteristics which vary greatly fromthat of a
property intended for the siting of a heavy industrial facility. W have
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provided site acquisition services for wirel ess conmunications sites in
Ri versi de, San Bernardi no, Ventura, Los Angeles and San Di ego counties in
California for a national wireless services provider.

Wat er Resour ces Engi neering Services

Qur water resources engineering services consist of financial planning
feasibility studies, denand forecasting, hydraulic analysis and water flow
studies to devel op system master plans in addition to designing conventiona
systems of pipes, channels and dans.

Exanpl es of the water resources engi neering services that we provide include

the performance of a study in which we evaluated the anticipated anpbunt of
rainfall water in a 23 square-mle watershed in Riverside County, California

the devel opment of a concept report and prelimnary design for a 2,000
acre-feet, 50-foot high water quality dam a major sedi ment detention basin
facility and the relocation of approximately 1.5 mles of roadway, al

incidental to the construction of the damand related structures; and the design
of a 3.2 ngd (mllion gallons per day) water reclamation facility in Centra
California. This facility will include a wastewater treatment facility and a
reclaimed effluent water reuse area conprised of a winter reuse water storage
pond and a spray irrigation disposal site. On this project, our primary scope of
services include performng field investigations; establishing survey controls
for topographic mapping; establishing a concept |evel layout for the facility;
assisting with the CEQA permt acquisition; developing the prelimnary design
for the facility; preparing the technical specifications and final plans for the
civil, architectural, structural, nechanical, and heating, ventilation and air
condi tioning (HVAC) systenm and preparing a cost estinmate and perform ng

i nspections

Instrumentation/ Control Systenms Integration Engineering Services. Qur

prof essional s integrate equi pment sel ection, naintenance requirenents and spare
parts inventory by designing, selecting and reviewi ng nechani cal, piping and

el ectrical layouts, and operating naintenance, training, start-up and energency
procedures during the design of contenporary processes or the automation of

out dat ed manuf acturing processes. These services are essential to creating an
efficient operating facility.

Qur engi neers designed control systens for mmjor assenmbly lines for a |large
aut onotive manufacturing facility. One system the passenger Paint Line

Moni toring System nonitors equi pnent alarns signaling problens on the
assenbling line. This systemtracks 51 separate processors throughout multiple
networks for a total of approximately 12,000 data points

Anot her systemthat we were responsible for was the RF Automatic Vehicle
Identification system which tracks vehicle/carrier novenent throughout the
painting assenbly line by reading RF tags affixed to the carrier. RF tags store
vehicle information including make, nmodel and color, which is transmtted to the
processing equi pment systens to ensure that the proper operations are performed
automatically on each vehicle, such as paint color and trimdetail. This
information is then automatically transmitted to the historical database on the
pai nt shop server.
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Fire Protection Engineering Services. W provide fire protection engi neering



services in connection with both new construction and the renovation or
nmodi fication of existing facilities to assist clients in defining and providing
an acceptable level of fire safety in a cost-effective manner

One of our recent fire protection services projects entailed detailed

engi neering and design to upgrade and expand the fire protection and life safety
systems for a large building conmplex at a University of California canpus in
Northern California. The primary systens included advanced fire sprinkler and
fire alarmfacilities. W also provided engineering field support and
constructi on managenment services for the installation of these systens.

El ectrical Engineering Services. These services include the design of

el ectrical power systenms for buildings, manufacturing plants and m scel | aneous
facilities; design of lighting systenms; and sel ection of other equi prent that
delivers or uses electrical power. We are currently engaged in the design of
peak power usage generating stations (peaker projects). These stations augnent
the power grid in times of high energy usage and have the benefit of being
relatively snall-scale, efficient to construct and suitable in nore densely
improved areas. W are also providing cogeneration and backup energency power
supply designs for university canmpuses and nultiple building comercia
facilities.

For exanple, our electrical and nechanical engineers have been working very
closely with a major energy provider to design and build power generation
plants, called "peaker projects,” in nmultiple states to provi de power during
periods of peak demand. Qur scope of services includes providing engineering
design and field support services including site selection, surveying
licensing, permtting and coordinating high voltage electrical connections to
the local utilities. Qur engineers are also responsible for equi pnent

speci fication and procurenent, em ssions control, |layout draw ngs and piping
drawi ngs for water, wastewater and natural gas lines.

Mechani cal Engi neering Services. These services are required to design energy
systems, HVAC systens, plunbing systems, water distribution systems and fire
protection systens for facilities and buildings. W are currently providing
mechani cal engi neering and construction nanagenent services for a mgjor
aerospace conpany. The project involves a large satellite testing facility
enconpassing nmultiple buildings for which we are designing nmechani cal systens
and facilities, including, new boiler, chilled water, conpressed air and HVAC
systems as well as large, proprietary space system equi pment. Design and
construction are ongoing and we have a full staff of construction managenent
personnel on-site to oversee the installation and start-up of these new
mechani cal systens.

Chenmi cal / Process Engi neering Services. Qur chem cal/process engineers design
systems for a variety of manufacturing and industrial facilities and processes.
These services are necessary for the design of chem cal/processing operations in
busi nesses |i ke food and beverage, pharmaceutical, chenical and petrol eum

As an exanple, we designed a specialty chem cal processing and drying facility.
Qur scope of work entailed conceptual design, project planning, permtting and
detailed design for this facility. Qur engineers designed a new facility which
i mproved the existing
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facilities by increasing the processing and dryi ng speeds and reducing the
operational costs.

BUSI NESS DEVELOPMENT AND MARKETI NG

Qur busi ness devel opment and marketing activities consist of identifying target
mar kets, devel opi ng strategies for pursuing these targets and supporting

mar keting activities conpany-w de by coordi nating corporate pronotional and
professional activities. W use a client service val ue-added approach to our

busi ness devel opment and marketing efforts by enploying a variety of techniques
to obtain contracts with new clients, repeat business with existing clients, and
mai ntain a positive reputation.

Addi tionally, our business devel opment and marketing efforts assist our



managerment and clients in assuring quality perfornmance and client satisfaction.
To acconplish this, we provide our clients with referrals for project partners
and financing sources, assist with legislative matters and nonitor in-house
performance. Finally, we identify new projects and clients in each of the
markets in which we are active. This is achieved through the use of nany
resources including: geographic information systens and aerial nmaps, project and
contact databases, the Internet and |l ead tracking publications. W pursue the
conpani es, agencies, projects and narkets that we believe have financial
strength, long-termgrowmh potential and established reputations

Qur growing list of services provides us with the opportunity to cross-market
and sell additional services to our clients. We intend to | everage our broad
service capabilities and continue to take advantage of our ability to increase
our revenue by cross-selling services to existing clients and to build new
client relationships

One of the keys to being successful in cross-narketing our services is to ensure
that all of our managers understand the conplete capabilities of our conpany,
including our full range of services and the geographic |locations and industries
in which we offer and provide our services. W give formal presentations to our
staff to educate themon our full capabilities and to encourage themto identify
cross-nmarketing opportunities. In addition, we are in the process of
implementing a nore formal cross-marketing program W are producing

"Cross- Marketing Notebooks" which highlight all the pertinent information on
each division conpany-wi de. These will be given to all managers in each division
as part of a formal presentation geared to facilitate easy "lead sharing"

bet ween divisions and to maxim ze the effectiveness of our cross-marketing
efforts.

Qur busi ness devel opment staff has been trained to identify and pursue these
types of opportunities. They report all such opportunities to the corporate

of fice where a spreadsheet report is used to track all proposals and contracts.
This cross-nmarketing approach has resulted in several new contracts for our
various divisions. For exanple, our ESI division (industrial/energy) was awarded
a contract for engineering services for nultiple power plants. Through our
cross-nmarketing efforts, we were able to expand the contracts to include

pl anni ng, civil engineering and surveying and nmapping services for the benefit
of both the client and us. Likew se, one of our business devel opment managers in
Southern California provided a | ead to our Thonpson-Hysell division in

41
<PAGE> 44

Central California which resulted in a contract for that office to provide
pl anning and civil engineering services for a large golf course and residentia
communi ty.

One of our nost effective nethods of devel oping client relationships and wi nning
new contracts has been our Executive Land Search Program W have devel oped "map
roons" containing conmputerized geographic information systens maps, aerial maps
and city and county naps. W use these maps along with correspondi ng data
spreadsheets to identify and track a rmultitude of existing and potential
projects. We neet with existing and prospective clients and refer available
projects to them For exanple, upon referring a |arge undevel oped parcel of |and
in Southern California to a | and devel opnent conpany that was not an existing
client, we were awarded multiple contracts to provide planning, civi

engi neering and mapping and surveying services. As the project progressed, we
received nmultiple additional contracts from home buil ders who bought parcels of
land fromour client. By March 15, 2001, we had received over $2,600,000 in
contract authorizations on this project.

CLI ENTS

Qur primary private sector clients consist of real estate devel opers, builders,
conmuni cations providers, major manufacturers and energy providers. Qur public
sector clients include water and school districts, metropolitan planning

organi zations, transportation authorities and local, state and federal agencies

<TABLE>
<CAPTI ON>
REAL ESTATE PUBLI C WWORKS/ | NFRASTRUCTURE



<S> <C

Cent ex Hones City of Rancho Mrage

Del Webb Coachel la Valley Water District

Pul te Home Corporation Central Utah Water Conservancy District

ProLogi s Orange County Transportation Authority

Shea Hones Col orado Department of Transportation

The Irvine Conpany Ari zona Departnment of Transportation

Thomas & Mack Devel opnent Conpany Metropolitan Water District of Southern
California

| NDUSTRI AL/ ENERGY COVMMUNI CATI ONS

Cal i fornia Energy Conmi ssion Mount ai n Uni on Tel ecom

Cl orox Products Conpany Sprint Spectrum L.P.

Enron Energy Services Whal en & Conpany

E&J Gallo Wnery ATI

Kel | ogg Co. Delta Aviation Services, L.P.

PGE Nati onal Energy Group Sci entech, Inc.

New Uni ted Motors Manufacturing, Inc.
(NUW -- GM & Toyot a)
</ TABLE>

No i ndividual client accounted for nore than 10% of our net revenue in 1998,
1999 and 2000.

BACKLOG

At Decenber 31, 2000, our gross revenue backl og was approxi mately $29 million as
conpared to $22 mllion at Decenmber 31, 1999. CQur backlog represents an estinmate
of the remmining future gross revenues from existing signed contracts, and
contracts which
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have been awarded with a defined scope of work and contract value and on which
we have begun work with oral client approval. W do not believe that backlog is
indicative of the ampbunt of future revenues that we may achi eve because of the
short-term nature of the contracts under which we generally provide our services
conpared to the long-termnature of the projects.
COMWPETI Tl ON
The market for our services is highly competitive. W conpete with a variety of
firms ranging fromsmall, local firnms to national firnms. W perform engineering
and consulting services for a broad spectrum of narkets including energy,
residential, comercial, recreational, public works, communications and
industrial, process and manufacturing. W believe that our conpetitive
advant ages include our multiple industries and services, reputation,
organi zati onal structure and business strategy. W believe that the principal
factors in the engineering and consulting services selection criteria include:

- qual ity of service;

- rel evant experience;

- staffing capabilities;

- reputation;

- geogr aphi ¢ presence;

- stability; and

- price.

EMPLOYEES

We have approxi mately 650 enpl oyees, of which over 525 are technicians and



technical professionals. Believing that our success depends significantly upon
attracting and retaining talented, innovative and experienced professionals, we
are conprised of highly skilled personnel with significant industry experience
and strong client relationships. W enploy licensed civil engineers, nmechanica
engi neers, electrical engineers, |land surveyors, |andscape architects, certified
pl anners, information technol ogy specialists, geodesists and doctora

ar chaeol ogi st s.

Qur field survey enployees in our Southern California offices are covered by a
Mast er Labor Agreenent between the International Union of Operating Engineers
Local Union No. 12 and the Southern California Association of Civil Engineers
and Land Surveyors. The agreenent applies to civil engineering and | and
surveying work, including global positioning system surveys, and covers our
enpl oyees in Inmperial, Inyo, Kern, Los Angeles, Mno, Orange, Riverside, San
Ber nardi no, San Di ego, San Luis Obispo, Santa Barbara and Ventura counties. Qur
field survey enployees in our Northern California offices are covered by a
Mast er Agreenment between the Bay Counties Civil and Land Surveyors Association
and Operating Engi neers Local Union No. 3. Qur other enployees are not
represented by any |abor union and we have never experienced a work stoppage
fromunion actions. W believe that our relationship with our enployees is good.
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FACI LI TI ES

We occupy offices and facilities in various locations in California, Nevada,

Ut ah, Arizona, Colorado and Wom ng. OQur corporate headquarters are located in
Costa Mesa, California and consist of approxinmately 60,000 square feet of space.
Qur corporate headquarters | ease, which consists of separate |eases for the two
floors that we occupy, extends until October 2003. W also maintain offices in
the California cities of Wal nut Creek, Mreno Valley, Mdesto, Pal m Desert,

Enci no, Carlsbad and Thousand Oaks. Cutside of California, we have offices in
each of the follow ng |l ocations: Las Vegas, Nevada; Salt Lake City, Ut abh;
Phoeni x, Arizona; Denver, Col orado; and Cheyenne, Womni ng. W believe that our
existing office space is adequate to meet our current and foreseeable future
requi rements.

LEGAL PROCEEDI NGS

In March 2000, Clayton Engineering filed a claimagainst The Irvine Conpany

all eging that The Irvine Conpany failed to pay C ayton Engineering for the
removal of 30,000 cubic yards of dirt in the Peters Wash located in Irvine,

Cal i fornia. JMIA had provided engi neering design services for The Irvine Conpany
in connection with this project. JMIA was a whol |l y-owned subsidiary of ours at
the time the claimby Clayton was filed. In January 2001, The Irvine Conpany
filed a claimagainst JMIA for indemity. Cl ayton Engineering i s demandi ng
damages in the sumof $2 nillion against The Irvine Conpany for construction
services rendered and $10 mllion as a result of consequential |oss of business
opportunity. Cl ayton Engi neering has made the allegation that plans prepared by
JMTA were inaccurate as to the elevation of the bottom of the Peters Wash. The
Irvine Conpany has not stated that JMIA viol ated the standard of care, but has
filed an equitable indemity cross-conplaint agai nst JMIA. No demand for

settl enent has been nade agai nst JMIA. In Decenber 2000, JMIA was nerged into
us. We believe that the clai mnmde against us is without merit and intend to
defend ourselves vigorously in this action.

We are also involved in other non-material |egal proceedings, clains and
litigation arising in the ordinary course of business.
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MANAGEMENT
DI RECTORS AND EXECUTI VE OFFI CERS

Set forth belowis certain information with respect to our executive officers
and directors.

<TABLE>



<CAPTI ON>

NAME AGE PCSI TI ON W TH OUR COMPANY
<S> <C <C
AramH Keith........................ 56 Chi ef Executive O ficer and Chairman of the
Board
Eric C Nielsen...................... 41 President and Chief Operating Oficer
Gary C. Canmpanaro. ................... 40 Chi ef Financial O ficer, Secretary and
Di rect or
Walter W Cruttenden, [11............ 50 Director(1)(2)
George Deukmejian.................... 72 Di rector(3)
Christine Diener lger................ 48 Director(1)(3)
</ TABLE>

(1) Member of the conpensation conmittee.

(2) M. Cruttenden has been appointed to our audit comittee effective as of
June 1, 2001.

(3) Member of the audit commttee.

Al'l directors hold office until the next annual neeting of shareholders or the
el ection and qualification of their successors. Qur executive officers are
el ected annually by our board of directors and serve at its discretion.

Aram H. Keith co-founded our conmpany in March 1983 and has served as our chief
executive officer and chairman of the board since that tine. M. Keith also
served as our president from 1983 to 1999. M. Keith is the president and sole
director of our subsidiaries, Crosby, Mead, Benton & Associates and Hook

Engi neering, Inc. M. Keith has been a California licensed civil engineer since
1972. He also holds civil engineering licenses in the states of Arizona,

Col orado, Nevada and Texas. M. Keith received a B.S. in Cvil Engineering from
California State University at Fresno.

Eric C. Nielsen has served as our president since July 1999 and as our chief
operating officer since March 2001. Prior to July 1999, M. N elsen served as
the president of our Costa Mesa division since Novenber 1994. M. Niel sen joined
us in Novenber 1985 as senior designer and becane a vice president, engineering
and mapping in July 1990. M. N elsen received a B.S. in Civil Engineering from
California Polytechnic State University and is a registered engineer in the
states of California, Colorado and Hawaii .

Gary C. Canpanaro has served as our chief financial officer since joining our
conpany in January 1998, as a director since July 1998, and as our secretary
since April 1999. M. Canpanaro is also the chief financial officer and
secretary of each of our subsidiaries, Crosby, Mead, Benton & Associates and
Hook Engi neering, Inc. M. Canpanaro joined CB Comercial Real Estate G oup,
Inc. (now CB Richard Ellis), a conmercial real estate brokerage firm in
Novenber 1992 as a vice president of the financial consulting group and becane
seni or vice president, managing officer of the financial consulting group in
February 1995 and al so began serving on the operation managenent board of CB
Commercial Real Estate Group Inc. M. Canpanaro served in those positions until
he joined our conpany. From July 1988 to Novenber 1992, he held various
accounting, finance and real estate positions with CKE Restaurants, Inc., an
owner and operator of a restaurant chain. M. Canpanaro began his professional
career with KPMG LLP and is licensed by the State of California as a certified
public
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accountant and as a real estate broker. He is a nenmber of the Anerican Institute
of Certified Public Accountants. M. Canpanaro received a B.S. in Accounting
fromthe University of Utah.

Walter W Cruttenden, |11l joined our board of directors in July 1997. M.
Cruttenden is the chief executive officer of Cruttenden Partners, an investnent
conpany. M. Cruttenden served as chairman of the board of directors and chief
executive officer of E*OFFERI NG Corp. from December 1998 until January 2000. In
1986, he founded Cruttenden Roth Inc. and served as the chairman of the board



and chief executive officer until Novermber 1997 and chairnman of the board until
Sept enber 1998. E*OFFERI NG Corp. and Cruttenden Roth Inc. are both investnent
banking institutions. M. Cruttenden also serves on the board of directors of
Cubi ¢ Technol ogi es, Electronic Mpnitoring Systens, Inc., NetChenmistry,

PrisMedi cal Inc. and The Yogananda Foundati on.

George Deuknejian joined our board of directors in July 1999. M. Deuknejian was
the Governor of the State of California, serving in that office from January
1983 until January 1991. Following his departure fromthe Governor's office, he
joined the law firmof Sidley & Austin in its Los Angeles office where he
practiced as a partner until July 1999 and where he practiced as Senior Counsel
fromJuly 1999 until his retirement in July 2000. Prior to his election as
Governor, M. Deuknejian served from 1979 to 1982, as the Attorney Ceneral of
the State of California and from 1963 to 1978, served in the California State
Legi sl ature. M. Deuknejian currently serves on the boards of directors of
Burlington Northern Santa Fe Corp. and Health Net, Inc. He al so serves as a
Deputy Trustee of the Col den Eagle |nsurance Trust in Liquidation and on the
Seni or Advisory Council of the Industrial Bank of Japan's Los Angel es office.
M. Deuknejian received a B.A. in Sociology fromSiena College and a J.D. from
St. Johns University Law School .

Christine Diener lger joined our board of directors in July 1999. Ms. Diener
lger is the current chief executive officer of the Building Industry Association
of Southern California, Orange County chapter which she joined in July 1989.
Prior to joining that organization, she was an appellate | awer for the Attorney
General of the State of California from 1981 to 1983, and served as the director
of the California Departnent of Housing and Community Devel opnent from 1983 to
1989. Ms. Diener lger is a former board nenber of the Federal National Mortgage
Associ ation (Fannie Mae) and the California Housing Finance Agency (CHFA). Ms.
Di emer lger received a B.A. in English fromCalifornia State University at San
Diego and a J.D. from Wstern State University, College of Law

DI RECTOR COVPENSATI ON

Qur nonenpl oyee directors receive $1,500 per day for any day during which the
menber has personally attended any sharehol ders', board and/or committee
meeting. Effective January 2001, our nonenpl oyee directors will also receive
$20, 000 per year as conpensation for their services as a director of our
conpany. |n addition, our
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nonenpl oyee directors are reinbursed for out-of-pocket expenses incurred in
connection with attendance at sharehol ders', board and conmmittee neetings.

We may al so periodically award options or purchase rights to our directors under
our existing stock option plan and otherw se.

In fiscal 2000, we did not issue any options to purchase shares of our common
stock to any of our directors. In July 1999, we granted options to purchase
7,407 shares of our comon stock to two of our nonenpl oyee directors.

BOARD COWM TTEES; COVPENSATI ON COVM TTEE | NTERLOCKS AND | NSI DER PARTI CI PATI ON

The board of directors has standing audit and conpensation committees, but does
not have a nonminating conmmttee. In practice, our entire board perforns the
function of a nom nating comittee.

The conpensation comittee is responsible for making recomendati ons to our
board concerni ng such executive conpensation arrangenents and plans as it deens
appropriate. The compensation conmittee is conposed of Walter W Cruttenden, 111
and Christine Dienmer |ger.

The audit conmittee is responsible for, anong other things, considering and
reconmendi ng to our board of directors, the appoi ntnent of our independent
auditors, exam ning the results of audits and quarterly reviews, reviewing with
the auditors, the plan and scope of the audit and audit fees, review ng internal
accounting controls, neeting periodically with our independent auditors and the
monitoring of all financial aspects of our operations. In June 1999, our board
of directors approved and adopted an audit commttee charter. The audit



conmttee is currently conposed of George Deuknejian and Christine Diemer |ger,

and effective as of June 1, 2001, Walter W Cruttenden, Il has also been
appointed to the audit commttee. Messrs. Deuknejian and Cruttenden and Ms.
Di emer lger are all independent as defined in the listing standards of the

Nati onal Association of Securities Dealers.
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EXECUTI VE COMPENSATI ON
The following table sets forth information concerning conpensation paid or
accrued by us to our chief executive officer and to each of our other three nost
hi ghly conpensated executive officers who earned nore than $100,000, in salary
and bonus for all services rendered to us in all capacities during the year
ended Decenber 31, 2000.

SUMVARY COMPENSATI ON TABLE

<TABLE>
<CAPTI ON>

LONG TERM

COVPENSATI ON

ANNUAL COMPENSATI ON

SECURI Tl ES
UNDERLYI NG
NAME AND FI SCAL ALL OTHER
STOCK
PRI NCI PAL POSI TI ON YEAR SALARY BONUS COVMPENSATI ON
OPTI ONS
<S> <C <C <C <C
<C
AramH Keith...........cccoouuiiiio. .. 2000 $381, 926( 1) -- $15, 115( 2)
Chi ef Executive Oficer and 1999 $375, 423(3) -- $66, 573(4)
46, 000
Chai rman of the Board 1998 $373, 419(5) -- $ 6,832(6)
Eric C. Nielsen(7)......ouvvuiuuienii.. 2000 $172,551(8) $6,985(9)  $39, 553(10)
20, 000
Presi dent and Chief Operating O ficer 1999 $158, 290( 11) -- $15, 561(12)
10, 000
Gary C. Canpanaro...................... 2000 $164, 122(13) $5, 000 $17, 435(14)
Chi ef Financial Oficer and 1999 $146, 116( 15) -- $ 9, 186(16)
12, 500
Secretary 1998 $115, 016(17) -- $ 5,171(18)
31, 482
Jerry M Brickman(19).................. 2000 $155, 780( 20) -- $11, 157(21)
Chi ef Operating Oficer 1999 $147, 309 -- $26, 090( 22)
8, 000
1998 $130, 403 - - $ 5,186(23)
9, 259
</ TABLE>

(1) Consists of $373,523 in salary and $8,403 in matching contributions made by
us under our 401(k) plan.

(2) Consists of a $4,500 auto allowance, $3,688 in payout of accrued vacation
and sick tinme, $6,787 in nenbership dues paid by us on behalf of M. Keith
and $140 in premiums on a life insurance policy of which M. Keith is the
beneficiary.



(3)

(4

(5)

(6)

(7

(8)

(9)
(10)

(11)

(12)

(13)

(14)

(15)

(16)

(17)

Consi sts of $373,923 in salary and $1,500 in nmatching contributions made by
us under our 401(k) plan.

Consi sts of $53,957 in payout of accrued vacation and sick time, $5,443 in
rei nbursement of various autonobile expenses, $6,987 in nmenbership dues
paid by us on behalf of M. Keith and $186 in premiuns on a life insurance
policy of which M. Keith is the beneficiary.

Consi sts of $371,562 in salary and $1,857 in matching contributions made by
us under our 401(k) plan.

Consists of a $1,500 auto al |l owance, $5,146 in nenbership dues paid by us
on behalf of M. Keith and $186 in premiuns on a life insurance policy of
which M. Keith is the beneficiary.

Ef fective as of March 13, 2001, M. Nielsen was el ected to serve as our
chi ef operating officer.

Consi sts of $166,426 in salary and $6,125 in matching contributions made by
us under our 401(k) plan.

Consi sts of $5,000 year-end bonus and $1,985 as a 15-year service bonus.

Consi sts of a $12,000 auto all owance, $3,000 in nenbership dues paid by us
on behalf of M. N elsen, $140 in premiuns on a life insurance policy of
which M. Nielsen is the beneficiary, $1,328 for an executive nedical

exam nation paid for by us and $23,085 in payout of accrued vacation and
sick tine.

Consi sts of $156,790 in salary and $1,500 in matching contributions made by
us under our 401(k) plan.

Consi sts of a $12,000 auto all owance, $3,375 in nenbership dues paid by us
on behalf of M. N elsen and $186 in premiuns on a life insurance policy of
which M. Nielsen is the beneficiary.

Consi sts of $158,746 in salary and $5,376 in nmatching contributions made by
us under our 401(k) plan.

Consi sts of a $6,000 auto al |l owance, $3,000 in nenbership dues paid by us
on behal f of M. Canpanaro, $140 in premiuns on a life insurance policy of
which M. Canpanaro is the beneficiary, $1,624 for an executive nedical
exam nation paid for by us and $6, 671 in payout of accrued vacation and
sick tine.

Consi sts of $144,616 in salary and $1,500 in matching contributions made by
us under our 401(k) plan.

Consists of a $6,000 auto al |l owance, $3,000 in club nmenbership dues paid by
us on behal f of M. Canpanaro and $186 in premiuns on a life insurance
policy of which M. Canpanaro is the beneficiary.

Consists of $114,423 in salary and $593 in matching contributions nade by
us under our 401(k) plan.
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(18)

(19)

(20)

(21)

Consi sts of a $5,000 auto allowance and $171 in premunms paid on a life
i nsurance policy of which M. Canpanaro is the beneficiary.

Effective as of January 5, 2001, M. Bricknman ceased being an enpl oyee of
our conpany.

Consi sts of $149,576 in salary and $6,204 in matching contributions made by
us under our 401(k) program

Consi sts of a $6,000 auto al |l owance, $140 in premiuns paid on a life
i nsurance policy of which M. Bricknman is the beneficiary and $5,017 in
payout of accrued vacation and sick tine.



(22) Consists of a $6,000 auto allowance, $186 in premuns paid on a life
i nsurance policy of which M. Brickman is the beneficiary and $19,904 in
payout of accrued vacation and sick tine.

(23) Consists of a $5,000 auto allowance and $186 in premuns paid on a life
insurance policy of which M. Bricknman is the beneficiary.

OPTI ONS GRANTED I N LAST FI SCAL YEAR

The following table sets forth certain informati on concerning stock options
granted to the executive officers nanmed in the sunmmary conpensation table in
this prospectus during the fiscal year ended Decenber 31, 2000. This information
i ncludes hypot hetical potential gains fromstock options granted in fiscal 2000.
These hypothetical gains are based entirely on assumed annual growth rates of 5%
and 10% in the value of our comon stock price over the 10-year life of the
stock options granted in 2000. These assuned rates of growth were selected by
the Securities and Exchange Commi ssion for illustrative purposes only and are
not intended to predict future stock prices, which will depend upon market
condi tions and our future performance and prospects.

<TABLE>
<CAPTI ON>
POTENTI AL REALI ZABLE
% OF TOTAL
VALUE AT ASSUMED
NUMBER OF OPTI ONS

ANNUAL RATES OF STOCK

SECURI TIES ~ GRANTED TO
PRI CE APPRECI ATI ON

UNDERLYI NG EMPLOYEES  EXERCI SE
FOR OPTI ON TERM 3)

OPTI ONS I' N FI SCAL PRI CE EXPI RATI ON

NAME GRANTED( 1) YEAR( 2) ($/ SHARE) DATE
5% 10%
<S> <C <C <C <C
<C <C
AramH Keith....................... 0 0% -- --
Eric C Nelsen..................... 20, 000 11. 2% $4. 38 2010
$55, 100 $139, 600
Gary C. Canpanaro................... 0 0% -- --
Jerry M Brickman(4)................ 0 0% -- --
</ TABLE>

(1) Options vest 20% annual ly over five years.

(2) Based on options to purchase 178,150 shares granted to our enpl oyees during
the fiscal year ended Decenber 31, 2000.

(3) Calculated using the potential realizable value of each grant.
(4) On January 5, 2001, M. Brickman ceased bei ng an enpl oyee of our conpany.
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AGGREGATED OPTI ON EXERCI SES AND FI SCAL YEAR- END OPTI ON VALUES

The following table sets forth certain information regarding stock options
exerci sed by the executive officers naned in the summary conpensation table in
this prospectus during the fiscal year ended Decenber 31, 2000, as well as the
nunber of exercisable and unexercisable in-the-noney stock options and their
val ues at fiscal year-end. An option is in-the-noney if the fair narket val ue



for the underlying securities exceeds the exercise price of the option.

<TABLE>
<CAPTI ON>
VALUE OF UNEXERCI SED
SHARES
I N- THE- MONEY OPTI ONS
ACQUI RED VALUE

AT DECEMBER 31, 2000(1)
ON EXERCI SE = REALI ZED
EXERCI SABLE/ UNEXERCI SABLE

<C

AramH Keith.................... 0 0
$0/ $0

Eric C Nielsen.................. 0 0
$172, 743/ $95, 953

Gary C. Canpanaro................ 0 0
$ 58, 888/ $88, 335

Jerry M Brickman(2)............. 0 0
$102, 078/ $15, 699

</ TABLE>

NUMBER OF
UNEXERCI SED OPTI ONS
AT DECEMBER 31, 2000

EXERCI SABLE/ UNEXERCI SABLE

32,593/ 24, 444
11, 111/ 16, 667

19, 260/ 2,962

Decenber 29, 2000 (the last trading day during 2000) as reported by Nasdaq,

m nus the exercise price of the options.

(2) On January 5, 2001, M. Brickman ceased bei ng an enpl oyee of our conpany.

CHANGE | N CONTROL AGREEMENTS

In March 2001, our board of directors approved change in control agreenents wth
Aram H. Keith, our chief executive officer and chairnman of the board, Eric C

Ni el sen, our president and chief operating officer, and Gary C. Canpanaro, our
chief financial officer and secretary. These agreenments provide for severance
paynents to these executive officers in certain circunstances foll ow ng a change
in control of our conmpany. Specifically, the change in control agreenents
provide that if the executive officer's enployment with us termnates as a
result of an involuntary or constructive ternmination (as these terms are defined
in the agreenents) at any time within two years follow ng a change in control,

the executive officer will receive a one-tine paynent, equal

to two tinmes the

executive officer's highest annual |evel of total cash conpensation (including
any and all bonus ampunts) paid by us to that executive officer during any one
of the three consecutive cal endar years (inclusive of the year of term nation)
imredi ately prior to term nation. The |level of annual cash conpensation for the
year in which a term nation occurs will include any bonus amounts which the
executive officer is eligible to receive during the year of term nation, whether
or not such bonus was earned by the executive officer. In addition, any unvested
options previously granted to the executive officer will inmediately vest and
become exercisable as of the date of termination. Under these change in control

agreements, for a two-year period followi ng the term nation,

t he executive

officer is also entitled to receive continuing health coverage at a |evel
comensurate to the coverage provided by us to the executive officer inmediately
prior to the change in control; all other benefits under welfare benefit plans,

practices, policies and prograns provided or offered by us,
dental, prescription, disability, enployee life, group life,

i ncl udi ng, medical,
accidental death

and travel accident insurance plans and prograns; fringe benefits; and a
reasonabl e | evel of outplacenment services selected by the executive officer.
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Under the change in control agreenments, a "change in control" neans the
occurrence of any of the follow ng events: (1) other than Aram Keith or his
famly menbers and affiliates, a person becones the beneficial owner of 20% or
more of the total voting power of our then outstanding voting securities, (2) a
change in the conposition of our board of directors occurs within a two-year



period as a result of which fewer than a mpjority of the directors are directors
who were serving on our board at the beginning of such two-year period unless
the election of each director who was not a director at the beginning of such
period has been approved in advance by directors representing at |east
two-thirds of the directors then on the board who were directors at the

begi nning of the period, (3) the consummati on of a merger or consolidation of
our conpany in which we do not survive as an independent public conpany, or (4)
our business or businesses for which the executive officer's services are
principally perforned are disposed of by us under a partial or conplete
l'iquidation of our conpany, a sale of assets (including stock of a subsidiary),
or otherw se.

Under these change in control agreenents, the executive officer is also entitled
to receive a paynment by us to offset any excise tax under the excess parachute
paynent provisions of Section 4999 of the Internal Revenue Code of 1986, as
anended, or the Code, that has been |evied against the executive officer for
paynents that we have nade to, or for the benefit of that executive officer
(whet her or not such paynments are made pursuant to the executive officer's

change in control agreenment). The paynment by us will be "grossed up" so that
after the executive officer pays all taxes (including any interest or penalties
with respect to such taxes) on the paynent, the executive officer will retain an

amount of the paynment equal to the excise tax inmposed
STOCK OPTI ON PLANS

On March 13, 2001, our board of directors adopted, subject to the approval of
our sharehol ders, an Amended and Restated 1994 Stock Incentive Plan. The plan is
adm ni stered by our conpensation conmttee, which has discretion and authority,
consistent with the provisions of the plan, to determ ne which eligible
participants will receive options, the tine when options will be granted, the
terms of options granted and the nunber of shares which will be issuable upon
exerci se of options.

Qur plan provides for the granting of "incentive stock options" within the
meani ng of Section 422 of the Code, nonqualified options and rights to purchase
shares of common stock. Under the plan, options and purchase rights covering an
aggregate of 1,600,000 shares of our conmon stock may be granted, in each case
to officers, directors, key enployees and consultants of TKCl and its
subsi di ari es, except that incentive stock options may not be granted to

nonenpl oyee directors or nonenpl oyee consultants. The exercise price of
incentive stock options nust not be less than the fair market val ue of a share
of compn stock on the date the option is granted and nust not be less than 110%
with respect to optionees who own at |east 10% of our outstandi ng compn stock
Qur conpensation committee has the authority to determine the tine or tinmes at
whi ch options granted under the plan becone exercisable, provided that options
expire no later than ten years fromthe date of grant, or five years with
respect to incentive stock options held by optionees who own at |east 10% of our
out st andi ng conmmon st ock
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Options are nontransferable, other than by will and the | aws of descent and
distribution, and generally may be exercised only by an enpl oyee while enpl oyed
by TKCI. The plan termnates in March 2011. As of April 30, 2001, options to
purchase 775,895 shares of comon stock were outstanding under the plan

In September 2000, we made an offer to our option holders which gave thema
one-tine election to have us cancel their options as of Septenber 30, 2000 and
to receive new options covering the sane nunber of shares at an option exercise
price equal to market value on a date six nonths and one day later. Prior to the
expiration of the six nmonth and one day period, the Securities and Exchange
Commi ssion stated its position regarding the regulatory treatment of such

of fers. Based on that position and consultation with our |egal counsel, we
concluded that the attenpt by us to cancel the options was ineffective and the
participants continue to hold their original options.

I NDEMNI FI CATI ON OF DI RECTORS AND OFFI CERS

Qur anmended and restated articles of incorporation provide that the liability of
our directors for nobnetary danmges shall be elimnated to the fullest extent



perm ssible under California law. This is intended to elimnate the persona
liability of a director for nobnetary dammges in an action brought by or in the
right of our conpany for breach of a director's duties to us or to our

sharehol ders except for liability for:

- acts or omissions that involve intentional msconduct or a knowi ng and
cul pabl e violation of |aw

- acts or onmissions that a director believes to be contrary to the best
interests of our conpany or our shareholders or that involve the
absence of good faith on the part of the director

- any transaction for which a director derived an inproper persona
benefit;

- acts or omission that show a reckl ess disregard for the director's duty
to our shareholders in circunmstances in which the director was aware,
or should have been aware, in the ordinary course of performng his or
her duties, of a risk of serious injury to us or our sharehol ders

- acts or omissions that constitute an unexcused pattern of inattention
that anpbunts to an abdication of the director's duty to us or our
shar ehol ders; and

- engaging in transactions described in the California Corporati ons Code
or California case law which result in liability, or approving the same
ki nds of transactions

Qur anmended and restated articles of incorporation also provide that we are

aut horized to provide indemification to our officers and directors in excess of
the indemification otherwise pernitted by Section 317 of the California

Cor porations Code. Qur anmended and restated byl aws provide for indemification
of our officers, directors, enployees, and other agents to the extent and under
the circunstances permtted by California | aw

We have entered into agreements to indemify our directors and executive
officers in addition to the indemification provided for in our amended and
restated articles of
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incorporation and anmended and restated byl aws. Among ot her things, these
agreements provide that we will indemify, under appropriate circunstances, each
of our directors and executive officers for expenses, including attorneys' fees
judgnents, fines and settlenent ampbunts incurred by that person in any action or
proceedi ng, including any action by or in the right of our conpany, on account
of services provided as a director or executive officer of us, or as a director
or executive officer of any other conpany or enterprise to which the person
provi des services at our request.

CERTAI N RELATI ONSHI PS AND RELATED TRANSACTI ONS

In August 1998, the holders of all of the outstanding shares of Keith

Engi neeri ng commmon stock contributed their shares to TKCl as a contribution to
capital. In consideration of this contribution, we issued to the contributing
sharehol ders, one share of TKClI commpn stock for each share of Keith Engineering
stock contributed. AramH Keith, through the AramH Keith and Margie R Keith
Trust, acquired 738,889 shares of TKClI common stock. Floyd S. Reid, as trustee
of the Floyd S. Reid and Ruth L. Reid Fanily Trust dated March 30, 1990

acquired 351, 852 shares of TKCI common stock. M. Keith is our chief executive
of ficer and chairman of the board, and M. Reid is a former director and
executive officer of our conmpany and renmmins a principal sharehol der
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PRI NCl PAL AND SELLI NG SHAREHOLDERS

The following table sets forth information with respect to the beneficial
owner shi p of our compn stock as of April 30, 2001 and as adjusted to reflect



the sale of comon stock offered in this offering, by:

- each person known by us to own beneficially nore than 5% of the
out st andi ng shares of our compn stock;

- each of our directors;

- each of the executive officers named in the summary conpensation table
contained in this prospectus;

- each selling sharehol der; and
- all of our directors and executive officers as a group.

Percent age of shares owned is based on 5,405,784 shares of commpn stock

out standi ng as of April 30, 2001, and 7,155,784 shares outstanding after this
of fering, assuming that the underwiters' over-allotnent option is not

exerci sed.

Beneficial ownership is cal cul ated based on requirenents of the Securities and
Exchange Commi ssion. All shares of our comopn stock subject to options currently
exerci sabl e or exercisable within 60 days after April 30, 2001 are deermed to be
out standi ng for the purpose of computing the percentage of ownership of the
person hol ding the options, but are not deemed to be outstanding for computing
the percentage of ownership of any other person.

Unl ess ot herwi se indicated bel ow, each sharehol der named in the table has sole
or shared voting and investnment power with respect to all shares beneficially
owned, subject to applicable community property laws. The address of each of the
follow ng shareholders is c¢c/o The Keith Conpanies, Inc., 2955 Red Hill Avenue,
Costa Mesa, California 92626.

<TABLE>
<CAPTI ON>
SHARES BENEFI Cl ALLY NUMBER OF
SHARES BENEFI Cl ALLY
OMED PRI OR TO OFFERI NG SHARES
AFTER OFFERI NG
------------------------ BEI NG
NAME OF BENEFI Cl AL OANER NUMBER PERCENT OFFERED

NUMBER PERCENT
<S> <C <C <C
<C
AramH Keith......... ... ... ... ... ... .. .. 1,624, 420(1) 29. 9% 150, 000
1, 474, 420 20. 6%
Walter W Cruttenden, I11.................. 408, 837 7.6% 60, 000
348, 837 4. 9%
Floyd S. Reid......... ... ... 0. 402, 944( 2) 7.5% 0
402, 944 5.6%
E*Capital Corporation and rel ated

pParti @S. ..o 295, 700( 3) 5.5% 0
295, 700 4. 1%
Gary C. Campanaro. .. .. .......uuueuinnennn.n 51, 667(4) * 20, 000
31, 667 *
Eric C Nielsen....... ... ... .. . ... 41, 815(5) * 20, 000
21, 815 *
Jerry M Brickman(6)....................... 30, 371 * 0
30, 371 *
George Deukmejian............ ... . ... .. 8,907(7) * 0
8, 907 *
Christine Dienmer lger................ ... 7,407(8) * 0
7,407 *
Al'l directors and executive officers as a

group (6 persons)...........ouuuiiunaann. 2,143, 053 39. 1% 250, 000
1, 893, 053 26. 2%

</ TABLE>



* Less than 1% of our outstandi ng comopn stock
(1) Includes 1,606,020 shares and 18,400 shares underlying options
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(2) Ampbunt shown does not include 56,870 shares owned by M. Reid' s daughter and
granddaughter who reside with M. Reid. M. Reid expressly disclainms
beneficial ownership of these shares

(3) E*Capital Corporation is the parent of Wedbush Mirgan Securities, I|nc.
I ncl udes 236, 600 shares owned by E*Capital Corporation, 31,600 shares owned
Edward W Wedbush, the chairman of E*Capital Corporation and the president
of Wedbush Mdrgan Securities Inc. and 27,500 shares owned by WS PS
Retirement Plan, the enployee retirenent plan for the enpl oyees of Wedbush
Morgan Securities Inc. M. Wedbush owns a majority of the outstandi ng shares
of E*Capital Corporation. Accordingly, M. Wdbush may be deened the
beneficial owner of our shares that are owned by E*Capital Corporation
However, beneficial ownership of our shares which are owned by E*Capita
Corporation is disclaimed by M. Wdbush

(4) Includes 28,518 shares and 23, 149 shares underlying options.
(5) Includes 20,000 shares and 21, 815 shares underlying options.
(6) On January 5, 2001, M. Brickman ceased bei ng an enpl oyee of our company

(7) Includes 1,500 shares held by a defined benefit pension plan of which M.
Deuknejian is the trustee and sole participant and 7,407 shares underlying
options.

(8) Consists solely of shares underlying options.
DESCRI PTI ON OF CAPI TAL STOCK

Qur authorized capital stock consists of 100,000,000 shares of commpn stock

$0. 001 par val ue per share, and 5,000,000 shares of preferred stock, $0.001 par
val ue per share. The follow ng description of our capital stock does not purport
to be conplete and is subject to and qualified in its entirety by our anended
and restated articles of incorporation, our amended and restated byl aws and the
provi sions of applicable California |Iaw.

COMMON STOCK

The hol ders of outstandi ng shares of our commpn stock are entitled to receive

di vi dends out of assets legally available therefor at times and in anmbunts as
the board of directors nmay, fromtime to time, determ ne, subordinate to any
preferences which may be granted to the holders of preferred stock and to sone
restrictions on the paynment of dividends contained in our credit agreement with
our bank. Hol ders of commpn stock are entitled to one vote per share on al
matters on which the hol ders of common stock are entitled to vote. The hol ders
of our common stock are entitled to cumul ative voting rights with respect to the
election of directors so long as at |east one sharehol der has given notice at
the neeting of shareholders prior to the voting of that shareholder's desire to
cunmul ate votes. Under cunul ative voting, each sharehol der may give any one

candi dat e whose nane is placed in nom nation prior to the comencenent of

voting, a nunber of votes equal to the number of directors to be el ected,

mul tiplied by the number of votes to which the shareholder's shares are normally
entitled, or distribute the nunber of votes anmpbng as nany candi dates, in

what ever proportions, as the sharehol der sees fit. The effect of cunulative
voting is that the holders of a majority of the outstanding shares of our conmon
stock may not be able to elect all of our directors. Qur common stock is not
entitled to preenptive rights and nay not be redeemed or converted, except as
may be provided by agreenment. Upon the liquidation, dissolution or w nding-up of
our conpany, the assets legally available for distribution to sharehol ders are
di vi ded among the hol ders of the conmon stock in proportion to the nunber of
shares of common stock held by each of them after the paynent of all of our
debts and liabilities and the rights of any outstanding class or series of
preferred stock to have



55
<PAGE> 58

priority to distributed assets. Al outstanding shares of our conmpn stock are
and the shares of commpn stock to be issued in this offering will be, when

i ssued and delivered, validly issued, fully paid and nonassessable. The rights,
preferences and privil eges of holders of commpn stock are subordinate to any
series of preferred stock that we nay issue in the future. As of April 30, 2001
there were 5, 405, 784 shares of common stock outstanding. As of March 23, 2001
there were approximately 56 hol ders of record and 4,536 beneficial owners of our
comon stock. Upon conpletion of this offering, there will be approxi mately
7,155, 784 shares of our common stock outstanding. There are 1, 600,000 shares of
comon stock currently reserved for issuance under our Amended and Restated 1994
Stock Incentive Plan, which is subject to sharehol der approval, of which 775, 895
shares are issuabl e upon exercise of outstanding options

PREFERRED STOCK

Preferred stock may be issued fromtine to time in one or nore series, and our
board of directors, wthout action by the holders of our conmon stock, may fix
or alter the voting rights, redenption provisions, dividend rights, dividend
rates, claims to our assets superior to those of holders of our common stock
conversion rights and any other rights, preferences, privileges and restrictions
of any whol Iy unissued series of preferred stock. The board of directors,

wi t hout sharehol der approval, can issue shares of preferred stock with rights
that could adversely affect the rights of the holders of common stock. No shares
of preferred stock are presently outstanding, and we have no plans to issue any
preferred shares. The issuance of shares of preferred stock could adversely

af fect the voting power of the holders of conmmon stock and coul d have the effect
of making it nmore difficult for a third party to acquire, or could discourage or
delay a third party fromacquiring, a mpjority of our outstanding stock

TRANSFER AGENT AND REG STRAR

The stock transfer agent and registrar for our conmmon stock is U S. Stock
Transfer Corporation

SHARES ELI G BLE FOR FUTURE SALE

The sale of a substantial anmpount of our common stock, including shares issued
upon exerci se of outstanding options, in the public market after this offering
coul d adversely affect the prevailing market price of our common stock

As of April 30, 2001, we had 5, 405, 784 shares of commopn stock outstanding. Upon
conpletion of this offering, we will have 7,155,784 shares of common stock
outstanding. Al of the shares sold in this offering will be freely tradable
without restriction or further registration under the Securities Act, unless
held by an affiliate of our conpany within the nmeaning of Rule 144 adopted under
the Securities Act. Sales by any affiliate would be linmted by the resale
limtations of Rule 144. In connection with this offering, our executive
officers, directors and certain other sharehol ders, who will hold, in the
aggregate, approxi mately 2,760,000 outstanding shares upon conpletion of this
of fering, have agreed not to sell or transfer any comon stock for 180 days
after the date of this
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prospectus without first obtaining the witten consent of Wdbush Morgan
Securities Inc.

The shares of our outstandi ng common stock that are not registered in this
offering or in our initial public offering will be "restricted securities"
within the nmeaning of Rule 144 under the Securities Act and may not be sold in
the absence of a registration under the Securities Act unless an exenption from
registration is available, including an exenption contained in Rule 144. In
general, under Rule 144 as currently in effect, any person who has beneficially
owned restricted securities, as that termis defined in Rule 144, for at |east
one year is entitled to sell, within any three-nmonth period, a number of shares
that does not exceed the greater of 1% of the then outstanding shares of our
comon stock, or the average weekly tradi ng volune in our common stock during



the four cal endar weeks preceding the sale, provided that public information
about us, as required by Rule 144, is then available and the seller conplies
with the manner of sale and notification requirements of the rule. A person who
is not an affiliate and has not been an affiliate within three nonths prior to
the sale and has, together with any previ ous owners who were not affiliates,
beneficially owned restricted securities for at least two years is entitled to
sell those shares under Rule 144(k) wi thout regard to any of the volunme
limtations described above.

On July 16, 1999, we filed a registration statement on Form S-8 with the
Securities and Exchange Conmi ssion to register the issuance of 1,111,111 shares
of our common stock issuabl e upon exercise of options granted under our Anmended
and Restated 1994 Stock Incentive Plan. Upon issuance, all of these shares will
be freely tradable wi thout restriction or further registration under the
Securities Act except to the extent purchased by one of our affiliates. On March
13, 2001, our board of directors adopted a new Arended and Restated 1994 Stock
Incentive Plan which, anpbng other things, increases the nunber of shares subject
to the plan from1, 111, 111 shares of common stock to 1, 600,000 shares of conmon
stock. We will seek sharehol der approval of this Amended and Restated 1994 Stock
Incentive Plan at our annual neeting of shareholders to be held in May 2001.
Assumi ng that we obtain sharehol der approval, we intend to register the issuance
of the additional 488,889 shares of our comon stock issuabl e upon exercise of
options granted under the new Anmended and Restated 1994 Stock Incentive Plan on
a registration statenent on Form S-8.

We are obligated to issue in the future, shares of unregistered commpn stock
with an aggregate narket value of $1, 700,000, subject to adjustment, in
connection with our acquisitions of Crosby, Mead, Benton & Associ ates and Hook &
Associ at es Engi neering, Inc.

No predictions can be made of the effect, if any, that future sales of shares of
our common stock, and grants of options and warrants to acquire shares of our
comon stock, or the availability of shares for future sale, will have on the
mar ket price of our common stock prevailing fromtime to tine. Sales of
substantial ampunts of common stock in the public market, or the perception that
these sales could occur, could adversely affect the prevailing market prices of
our comon stock.
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UNDERWRI TI NG

Under the terns and subject to the conditions of an underwiting agreenment, the
underwriters named bel ow, acting through their representatives, Wdbush Mrgan
Securities Inc. and Janney Montgonery Scott LLC, each severally has agreed to
purchase fromus and the selling sharehol ders, the number of shares of common
stock shown opposite their nanes bel ow at the public offering price less the
underwriting discounts and conmi ssions set forth on the cover page of this
prospectus. Other than the shares covered by the over-allotnent option, the
underwriters are obligated to purchase and accept delivery of all of the shares
of comon stock if any are purchased.

<TABLE>
<CAPTI ON>

UNDERVWRI TERS NUMBER OF SHARES
<S> <C
Wedbush Morgan Securities Inc....... ... ... .. 780, 000
Janney Montgomery Scott LLC. ........ ... . .. ..., 780, 000
A.G Edwards & Sons, INC............. ... 50, 000
C.E. Unterberg, Towbin.......... ... ... . 50, 000
CIBC World Markets Corp. . ... e 50, 000
UBS Warburg LLC. ... .. 50, 000
SG Cowen Securities Corp. . ...t 50, 000
Thomas Weisel Partners LLC ......... .. ... ... . . . .. .. 50, 000
Crowel |, Weedon & Co. ... 20, 000
Friedman, Billings, Ramsey & Co., Inc. ..................... 20, 000
Stifel, Nicolaus & Conpany Incorporated..................... 20, 000
The Seidler Conmpanies Incorporated........... ... .... 20, 000

Tucker Anthony Incorporated........... .. .. ... i, 20, 000



Wells Fargo Van Kasper, LLC......... ... . ... 20, 000

WR. Hanbrecht + Co., LLC ....... ... . ... . . ... 20, 000
Total ..o e 2,000, 000
</ TABLE>

The underwiters propose initially to offer the shares of common stock in part
directly to the public at the public offering price shown on the cover page of
this prospectus and in part to dealers, including the underwiters, at this
price less a discount not in excess of $0.56 per share. The underwiters may

all ow, and these dealers nay re-allow other dealers, a discount not in excess of
$0. 21 per share. After this offering, the public offering price, concession and
real l owance to dealers may be reduced by the representatives. No such reduction
shall change the ampunt of proceeds to be received by us and the selling
sharehol ders as set forth on the cover page of this prospectus. The common stock
is offered by the underwiters as stated in this prospectus, subject to receipt
and acceptance by them and subject to their right to reject any order in whole
or in part.

<TABLE>
<CAPTI ON>

W THOUT
W TH
PER SHARE  OVER- ALLOTMENT OVER-
ALLOTMENT

<S> <C <C <C
Underwriting discounts and conmi ssions payabl e by

US . o $0. 99 $1, 732, 500
$1, 881, 000
Underwriting discounts and conmi ssions payabl e by

the selling shareholders............... ... .. ... ... $0. 99 $ 247,500 $
396, 000
</ TABLE>
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We estimate that expenses payable by us in connection with this offering, other
than the underwiting discounts and conmi ssions referred to above, will be
approxi mately $635, 000.

A prospectus in electronic format may be made avail able on the Internet sites or
through other online services maintained by one or nore of the underwiters of
this offering, or by their affiliates. In those cases, prospective investors may
view offering ternms online and, depending upon the particular underwriter,
prospective investors nmay be allowed to place orders online. The underwiters
may agree with us to allocate a specific number of shares for sale to online

br okerage account hol ders. Any such allocation for online distribution will be
made by the representatives on the sane basis as other allocations

A prospectus in electronic format is being made avail able on an Internet web
site maintained by E InvestmentBank, an affiliate of Wedbush Mrgan Securities
Inc. The underwiters may allocate a nunber of shares to E |InvestnentBank for
sale to online brokerage account hol ders. These online brokerage account hol ders
wi Il have the opportunity to purchase shares using the Internet in accordance
with procedures established by E | nvest nent Bank

OVER- ALLOTMENT

We and two selling sharehol ders, AramH Keith and Walter W Cruttenden, |11,
have granted the underwriters an option, exercisable within 45 days after the
date of this prospectus, to purchase up to an aggregate of 300,000 additiona
shares of common stock at the public offering price |l ess the underwiting

di scounts and conm ssions. We anticipate that one-half of the shares subject to
the over-allotnent option will be sold by us and the other half will be sold by



those two selling shareholders. If the entire over-allotnent option is
exercised, we anticipate M. Keith will sell 110,000 shares and M. Cruttenden
will sell 40,000 shares to cover one-half of this option. The underwiters may
exercise this option solely to cover over-allotnments, if any, nade in this
offering. If the underwiters exercise this option, each underwiter wll
purchase shares in approximately the same proportion as indicated in the table

above. |f purchased, these additional shares will be sold by the underwiters on
the sane ternms as those on which the shares offered hereby are being sold. W
and certain of the selling shareholders will be obligated, pursuant to the

over-allotment option, to sell shares to the underwiters to the extent the
over-allotment option is exercised

I NDEMNI TY

In the underwiting agreement, we and the selling sharehol ders have agreed to
indemify the underwiters against certain liabilities, including liabilities
under the Securities Act and liabilities arising from breaches or
representations and warranties contained in the underwiting agreement

SALES TO DI SCRETI ONARY ACCOUNTS

The underwiters have informed us that they do not intend to confirmsales to
accounts over which they exercise discretionary authority.
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FUTURE SALES

We have agreed, along with our executive officers, directors and certain

exi sting sharehol ders, not to offer, pledge, sell, hedge or otherw se transfer
or dispose of, directly or indirectly, any shares of common stock or any
securities convertible into or exercisable or exchangeable for common stock for
a period of 180 days fromthe date of this prospectus.

Transfers or dispositions can be made sooner, however, with the prior witten
consent of Wedbush Morgan Securities Inc. Their consent may be given at any tinme
wi t hout public notice. In making such a determ nation, Wedbush Myrgan Securities
Inc. would consider prevailing market factors and conditions at the tine of
recei pt of a request for release fromthe 180-day restriction period.

Speci fically, Wedbush Mrgan Securities Inc. would consider in evaluating such a
request, factors such as average tradi ng volune, recent price trends and the
need for additional public float in the narket for our compn stock

OFFERS | N OTHER JURI SDI CTI ONS

Nei ther we nor the underwriters have taken any action that would permt a public
of fering of the shares of compn stock offered by this prospectus in any
jurisdiction where action for that purpose is required, other than the United
States. The shares of common stock offered by this prospectus may not be offered
or sold, directly or indirectly, nor may this prospectus or any other offering
material or advertisements related to the offer and sale of these shares of
common stock be distributed or published, in any jurisdiction, except under
circunmstances that will result in conpliance with the applicable rules and

regul ations of these jurisdictions. This prospectus is not an offer to sell or a
solicitation of an offer to buy any shares of commpn stock offered hereby in any
jurisdiction in which such an offer or solicitation is unlawful.

STABI LI ZATI ON

In connection with this offering, the underwiters purchase and sell shares of
comon stock in the open nmarket in connection with transactions intended to
stabilize the price of the commpn stock. These transactions may include short
sal es, stabilizing transactions and purchases to cover positions created by
short sales in accordance with Regul ation M under the Securities Exchange Act of
1934, as anended

Stabilizing transactions consist of certain bids or purchases made for the
purpose of preventing or retarding a decline in the market price of the commmpn
stock while the offering is in progress



The representatives nay inpose a penalty bid on underwiters. This neans that to
the extent the representatives purchase in the open nmarket shares of our conmon
stock sold in this offering to reduce the underwiters' short position or to
stabilize the price of our compn stock, they have the option to reduce the
aggregate selling concession paid or payable to each syndicate nmenmber by the
amount of the selling concession attributable to the portion of the repurchased
shares sold in the offering by the syndicate menber while such short covering or
stabilizing activities are ongoing. To reduce the |ikelihood of
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the inposition of a penalty bid, underwriters, in determning howto allocate
shares in the offering, may take into consideration the history of investors who
have quickly sold their shares in prior offerings. The inposition of a penalty
bid may di scourage the i mmedi ate resale of shares sold in this offering

These activities may stabilize, maintain or otherwi se affect the market price of
the commpn stock. As a result, the price of the compn stock nay be higher than
the price that otherwi se mght exist in the open market. The underwriters are
not required to engage in these activities and may di sconti nue any of these
activities at any tine.

SYNDI CATE SHORT SALES

In connection with the offering, the underwiters may make short sales of the

i ssuer's shares and may purchase the issuer's shares on the open market to cover
positions created by short sales. Short sales involve the sale by the
underwriters of a greater nunber of shares than they are required to purchase in
the offering. The lead underwiter may, in its sole discretion, establish a
syndi cate short position. There is no contractual limt on the size of the

syndi cate short position. The underwiters will deliver a prospectus in
connection with these short sales. Purchasers of shares sold short by the
underwriters are entitled to the same renmedi es under the federal securities |aws
as any other purchaser of shares covered by the registration statenment of which
this prospectus forns a part.

"Covered" short sales are sales nmade in an anpunt not greater than the
underwriters' over-allotnment option to purchase additional shares in this

of fering. The underwiters may close out any covered short position by either
exercising their over-allotnment option or purchasing shares in the open narket.
In determining the source of shares to close out the covered short position, the
underwriters will consider, anmpbng other things, the price of shares avail able
for purchase in the open market as conpared to the price at which they may
purchase shares through the over-allotnment option

"Naked" short sales are sales in excess of the over-allotnment option. The
underwriters nust close out any naked short position by purchasing shares in the
open market. A naked short position is nore likely to be created if the
underwriters are concerned that there may be downward pressure on the price of
the shares in the open narket after pricing that could adversely affect
investors who purchase in the offering

Simlar to other purchase transactions, the underwiters' purchases to cover the
syndi cate short sales may have the effect of raising or maintaining the narket
price of our stock or preventing or retarding a decline in the nmarket price of
our stock. As a result, the price of the our stock may be higher than the price
that m ght otherw se exist in the open market.

PASSI VE MARKET MAKI NG

In connection with this offering and before the comencenent of offers or sales
of the common stock, certain underwiters who are qualified market nakers on the
Nasdaq National Market nmay engage in passive market making transactions in the
common stock on the Nasdaq National Market in accordance with Rule 103 of

Regul ation M

61
<PAGE> 64

under the Securities Exchange Act of 1934, as anmended, during the business day



prior to the pricing of the offering. Passive market makers must conply with
applicable volune and price linmtations and nust be identified as such. In
general, a passive market maker nust display its bid at a price not in excess of
the highest independent bid for such security; if all independent bids are

| ower ed bel ow the passive market maker's bid, however, the bid nust then be

| owered when certain purchase limts are exceeded.

LEGAL MATTERS

The validity of the shares of common stock offered by us will be passed upon for
us by Rutan & Tucker, LLP, Costa Mesa, California which has acted as our counsel
in connection with this offering. Certain matters will be passed upon for the

underwriters by Akin, Gunp, Strauss, Hauer & Feld, LLP, Los Angel es.
EXPERTS

The consolidated financial statements of The Keith Conpanies, Inc. and

subsi di ari es as of Decenber 31, 1999 and 2000, and for each of the years in the
three-year period ended Decenber 31, 2000, have been included herein and in the
registration statenment in reliance upon the report of KPMG LLP, independent
certified public accountants, appearing el sewhere herein, and upon the authority
of said firmas experts in accounting and auditing.

VWHERE YOU CAN FI ND MORE | NFORMATI ON

We have filed with the Securities and Exchange Conmm ssion, Washington, D.C.
20549, a registration statenent on Form S-1 under the Securities Act, and the
rul es and regul ations enacted under its authority, with respect to the comon
stock offered in this prospectus. This prospectus, which constitutes a part of
the registration statement, does not contain all of the information set forth in
the registration statement and its exhibits and schedul es. Statenments contained
in this prospectus as to the contents of any contract or other docunent referred
to in this prospectus are not necessarily conplete, and in each instance,
reference is nade to the full text of the contract or other docunent which is
filed as an exhibit to the registration statenment. Each statenent concerning a
contract or docunent which is filed as an exhibit should be read along with the
entire contract or docunment. For further information regarding us and the comon
stock offered in this prospectus, reference is made to this registration
statement and its exhibits and schedul es. The registration statenment, including
its exhibits and schedul es, may be inspected without charge at the public
reference facilities maintained by the Conm ssion at 450 Fifth Street, N W,
Washi ngton, D.C. 20549, and at the Conmission's regional offices |ocated at 7
World Trade Center, 13th Floor, New York, New York 10048 and at Citicorp Center,
50 West Madison Street, Suite 1400, Chicago, Illinois 60661. Copies of these
docunments may be obtained fromthe Commission at its principal office in

Washi ngton, D.C. upon the paynent of the charges prescribed by the Commi ssion.

The Commi ssion nmaintains a web site that contains reports, proxy and information
statements and other information regarding issuers that file electronically with
the Commi ssion. The Commission's address on the Wrld Wde Wb is

http://ww. sec. gov.
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| NDEPENDENT AUDI TORS' REPORT

The Board of Directors and Sharehol ders
The Keith Conpanies, Inc.:

We have audited the acconpanyi ng consol i dated bal ance sheets of The Keith
Conpani es, Inc. and subsidiaries (Note 1) as of Decenber 31, 1999 and 2000, and
the rel ated consolidated statements of incone, shareholders' equity (deficit),
and cash flows for each of the years in the three-year period ended Decenber 31,
2000. These consolidated financial statenents are the responsibility of the
Conpany's managenent. Qur responsibility is to express an opinion on these
consol idated financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted
in the United States of America. Those standards require that we plan and
performthe audit to obtain reasonabl e assurance about whether the financial
statements are free of material misstatement. An audit includes exam ning, on a
test basis, evidence supporting the ampbunts and di sclosures in the financial
statements. An audit al so includes assessing the accounting principles used and
significant estimtes made by nanagenment, as well as evaluating the overall
financial statenent presentation. W believe that our audits provide a

reasonabl e basis for our opinion.

In our opinion, the consolidated financial statements referred to above present
fairly, in all material respects, the financial position of The Keith Conpani es,
Inc. and subsidiaries as of Decenber 31, 1999 and 2000, and the results of their
operations and their cash flows for each of the years in the three-year period
ended Decenber 31, 2000, in conformity with accounting principles generally
accepted in the United States of Anerica.

KPMG LLP

Orange County, California

February 14, 2001, except as to the second paragraph
of Note 17, which is as of March 22, 2001, and
as to the fourth paragraph of Note 9,
which is as of April 2, 2001
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THE KEI TH COVPANI ES, | NC. AND SUBSI DI ARI ES
CONSOLI DATED BALANCE SHEETS
<TABLE>
<CAPTI ON>
DECEMBER 31,

1999 2

<S> <C <C

ASSETS
Current assets:
Cash and cash equivalents........ ... .. ... .. . ... ... $ 1,569, 000 $ 1,
Contracts and trade receivables, net of allowance for
doubt ful accounts of $612,000 and $1, 166, 000 at

Decenber 31, 1999 and 2000, respectively............... 7,176, 000 12,
O her receivables. . ... ... ... . . . 86, 000
Costs and estimated earnings in excess of billings........ 5, 037, 000 6,
Prepai d expenses and other current assets................. 415, 000
Total current assets.................iiii.. 14, 283, 000 20,
Equi pnent and | easehol d i mprovenents, net................... 4,536, 000 4,

Goodwi I |, net of accunul ated anortization of $109, 000 and

043, 000

089, 000
211, 000
334, 000
555, 000
232, 000
713, 000



$329, 000 at Decenmber 31, 1999 and 2000, respectively....
Ot her assetsS. . ... ...

Total assets......... ...

LI ABI LI TI ES AND SHAREHOLDERS' EQUI TY
Current liabilities:

Line of credit..... ... $
Current portion of long-termdebt and capital |ease
obligations. .. ... ... 1, 292,
Trade accounts payable........ ... ... .. .. . . . .. . 1, 048,
Accrued enployee conpensation............... .. ... 2,342,
Current portion of deferred tax liabilities............... 1,102,
Qther accrued liabilities......... ... ... .. ... ... ....... 734,
Billings in excess of costs and estinmated earnings........ 552,
Total current liabilities...................... ... 7,070,
Long-termdebt, line of credit and capital |ease
obligations, less current portion......................... 3,543,
I'ssuable common stock....... ... ... .. . .
Deferred tax liabilities....... ... . . . . .. 64,
Accrued rent. ... ... .. 148,
Total liabilities........ ... .. . . . . . 10, 825,
Shar ehol ders' equity:
Preferred stock, $0.001 par value. Authorized 5,000, 000
shares; no shares issued or outstanding................
Common stock, $0.001 par value. Authorized 100, 000, 000
shares in 1999 and 2000; issued and outstandi ng
4,972,624 and 5, 115,882 shares in 1999 and 2000,
respectivel y. ... 5,
Additional paid-in capital........... ... .. .. . . ... . ... 11, 770,
Retained earnings. ... ... ... 1, 061,
Total shareholders' equity........... ... .. ........ 12, 836,
Commi tments and contingencies (Notes 4, 7, 9, and 16)
Total liabilities and sharehol ders' equity........ $23, 661,
</ TABLE>
See acconpanyi ng notes to consolidated financial statenents.
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THE KEI TH COMPANI ES, | NC. AND SUBSI DI ARI ES
CONSOL| DATED STATEMENTS OF | NCOVE ( NOTE 1)
<TABLE>
<CAPTI ON>
1998
2000
<S> <C
GrOSS TVENUE. . .\ttt ettt et e e e e $34, 021, 000
$57, 835, 000
Subcontractor COStS. .. ... 4, 839, 000
4,454,000
Net revenue........ ... . . ... 29, 182, 000
53, 381, 000
Costs Of revenue...... ... ... . 19, 287, 000

34, 362, 000

.. 164,

000 8, 128, 000
000 239, 000
000 $33, 312, 000

-- $ 2,025, 000
000 3, 359, 000
000 1, 689, 000
000 2,467,000
000 1, 541, 000
000 807, 000
000 1, 001, 000

000 12, 889, 000

000 361, 000

-- 1, 000, 000
000 719, 000
000 104, 000

000 5, 000
000 12, 453, 000
000 5,781, 000

000 $33, 312, 000

YEARS ENDED DECEMBER

<C
$43, 084, 000

3, 448, 000
39, 636, 000

26, 987, 000

<C



Gross profit.. ... 9, 895, 000
19, 019, 000

Sel l'ing, general and adm nistrative expenses............ 5, 858, 000
10, 834, 000

Income fromoperations........... ... ... 4,037, 000
8, 185, 000
Interest expense. . ... ... ... 967, 000
341, 000
O her expenses (income), net............. ... 66, 000
(75, 000)

I ncone before provision for incone taxes.............. 3, 004, 000
7,919, 000
Provision for income taxes.................iuinnn.... 1, 350, 000
3,199, 000

Net 1 NCOME. ... ... . 1, 654, 000
4,720, 000
Reversal (accretion) of redeemable securities to

redenption value, net....... ... ... . . ... . . .. .. (230, 000)

Net income available to common shareholders........... $ 1,424,000
4,720, 000

12, 649, 000

8, 343, 000

4,306, 000

807, 000

16, 000

3,483, 000

1, 466, 000

$ 2,247,000 $

Basi C. .o 3,485, 634
4,983, 692

4,211, 318

Diluted. .. ... 3,635,474

4,515,033

</ TABLE>
See acconpanying notes to consolidated financial statenents.
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THE KEI TH COVWPANI ES, | NC. AND SUBSI DI ARI ES

CONSOLI DATED STATEMENTS OF SHAREHOLDERS' EQUITY (DEFICIT) (NOTE 1)

<TABLE>
<CAPTI ON>
ADDI TI ONAL
SHARES COVMMON PAID-I N
OUTSTANDI NG  STOCK CAPI TAL
TOTAL

RETAI NED
EARNI NGS

( ACCUMULATED
DEFI CI T)



Bal ance at Decenber 31, 1997.... 3,485, 634 $3, 000 $ 882, 000
$(1, 725, 000)

$(2, 610, 000)

Net income...................... -- -- -- 1, 654, 000
1, 654, 000
Accretion of redeenmble

securities.................... -- -- (230, 000) --
(230, 000)
Bal ance at Decenber 31, 1998.... 3, 485, 634 3, 000 652, 000 (956, 000)
(301, 000)
| ssuance of comon stock........ 1, 584, 590 2,000 11, 435, 000 --
11, 437, 000
Net income...................... -- -- -- 2,017, 000
2,017, 000
Repur chase of conmmon stock...... (97, 600) -- (547, 000) --
(547, 000)
Reversal of accretion of

redeemabl e securities to

redenption value, net......... -- -- 230, 000 --
230, 000
Bal ance at Decenber 31, 1999.... 4,972,624 5, 000 11, 770, 000 1, 061, 000
12, 836, 000
| ssuance of common stock........ 170, 258 -- 819, 000 --
819, 000
Net income...................... -- -- -- 4,720, 000
4,720, 000
Repur chase of common stock...... (27, 000) -- (136, 000) --
(136, 000)
Bal ance at Decenber 31, 2000.... 5,115, 882 $5,000 $12, 453, 000 $ 5,781, 000
$18, 239, 000
</ TABLE>

See acconpanying notes to consolidated financial statenents.
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<TABLE>
<CAPTI ON>
YEARS ENDED DECEMBER 31
1998 1999

2000
<S> <C <C
CASH FLOAS FROM OPERATI NG ACTI VI TI ES
Net T NCOMB. . .. $ 1,654,000 $ 2,017,000
4,720, 000
Adj ustnments to reconcile net incone to net cash provided

by operating activities:

Depreciation and anortization......................... 595, 000 1, 037, 000
1, 558, 000

Loss (gain) on sale of equipment...................... (29, 000) 6, 000
37, 000

Changes in operating assets and liabilities, net of

effects from acquisitions:
Contracts and trade receivables, net............. (1,597, 000) 659, 000
(2,271, 000)
Other receivables........ ... ... . . .. . .. (134, 000) 197, 000

(107, 000)



Costs and estimated earnings in excess of

il lings. ..o (423, 000) (1, 254, 000)
(1,297, 000)
Prepai d expenses and other current assets........ 250, 000 (337, 000)
38, 000
Deferred tax assets............... ... ... 1, 224, 000 270, 000
Ot her assetsS. . ... i 32, 000 (29, 000)
(4,000)
Trade accounts payable and accrued liabilities... (1, 116, 000) 308, 000
(540, 000)
Accrued liabilities to related parties........... 69, 000 (185, 000)
Billings in excess of costs and estinated
L= L o I o (187, 000) (33, 000)
249, 000
Deferred tax liabilities............ ... ... ...... 348, 000 818, 000
629, 000
Net cash provided by operating activities..... 686, 000 3,474,000
3,012, 000

CASH FLOWS FROM | NVESTI NG ACTI VI TI ES

Net cash expended for acquisitions.................... (77,000) (4,636, 000)
(1,383,000)
Addi tions to equi pment and | easehol d i nprovenents..... (835, 000) (1, 225, 000)
(1,341, 000)
Proceeds fromsales of equipnment...................... 126, 000 12, 000
3, 000
Net cash used in investing activities......... (786, 000) (5, 849, 000)
(2,721, 000)

CASH FLOWS FROM FI NANCI NG ACTI VI TI ES

Proceeds (paynents) fromline of credit, net.......... 1, 534, 000 (3,730, 000)
651, 000

Princi pal paynents on |long-term debt and capital |ease

obligations, including current portion............. (1,598, 000) (1,171, 000)

(1,520, 000)

Borrowi ngs on notes payable to related parties........ 300, 000 --

Payments on notes payable to related parties.......... (144, 000) (2,401, 000)

Repurchase of common stock.............. ... ... ...... -- (547, 000)
(136, 000)

Payment of deferred offering costs.................... (122, 000) (1, 114, 000)

Proceeds fromissuance of comon stock, net........... -- 12, 450, 000
188, 000

Net cash (used in) provided by financing
activities. ... .. ... (30, 000) 3, 487, 000
(817, 000)

Net (decrease) increase in cash and cash

equival ents. .. ... (130, 000) 1,112, 000
(526, 000)

Cash and cash equival ents, beginning of year.......... 587, 000 457, 000
1, 569, 000

Cash and cash equivalents, end of year................ $ 457,000 $ 1,569,000

1, 043, 000




</ TABLE>
See suppl enmental cash flow information at Note 14

See acconpanying notes to consolidated financial statenents.
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(1) ORGANI ZATI ON AND BASI S OF PRESENTATI ON

The Keith Conpanies, Inc. (fornerly The Keith Conpanies -- Inland Enpire, Inc.)
("TKCl ") was incorporated in the state of California in Novenmber 1986. Keith
Engi neering, Inc. ("KEI") was incorporated in the state of California in March
1983. I n Decenber 1997, TKCl acquired Engi neering Services Incorporated, and its
whol | y- owned subsi diary Engi neered Systens |Integrated, Inc. (which was nerged

wi th Engi neering Services |ncorporated on August 1, 1998) (collectively, "ESI").
I'n Decenber 1999, ESI, a wholly owned subsidiary of TKCI, was nerged with and
into TKCl. In August 1998, TKClI acquired John M Tettener and Associates, Inc.
("JMTA") which was subsequently nmerged with and into TKCl in Decenber 2000. In
July 1999, TKCl acquired substantially all of the assets and assuned
substantially all of the liabilities of Thonpson-Hysell, Inc.

(" Thonpson-Hysell"). In October 2000, TKCl acquired Crosby Mead Benton &

Associ ates ("CMB")

TKCl and KEI have been under commpn management since inception. TKCl and KE
were under common control as a result of a contenporaneous witten agreenent
dated July 1992 between their mpjority sharehol ders. This agreenent provided for
the sharehol ders to vote in concert and thus the mpjority sharehol ders becane a
comon control group. On August 1, 1998, TKCl acquired all of the outstanding
comon stock of KEI (the "Reorganization") by a contribution to capital of TKC
by KEl's sharehol ders of all of the outstanding stock of KEI in exchange for the
i ssuance by TKCl of an equal nunber of shares of its stock. On Novenber 30

1998, KEI, a wholly owned subsidiary of TKCI, was nerged with and into TKCl, and
its outstanding shares, all of which were then owned by TKCI, were cancelled as
a result of the nerger. The Reorgani zation was accounted for as a conbi nati on of
affiliated entities under common control in a manner simlar to a
pooling-of-interests. Under this nmethod, the assets, liabilities and equity of
TKCI and KEI were carried over at their historical book values and their
operations prior to the Reorgani zati on have been recorded on a conbi ned

hi storical basis. The conbination did not require any naterial adjustnents to
conformthe accounting policies of the separate entities. As a result of the
Reor gani zati on, the acconpanying financial statenments include the consolidated
assets, liabilities, equity and results of operations of TKCl, KElI, ESI and JMIA
ef fective August 1, 1998 (see Note 2).

TKCl and its whol |l y-owned subsidiaries (the "Conpany") is a full service

engi neering and consulting services firm providing professional services on a
wi de range of projects pursuant to short- and |long-term construction type
contracts to both the real estate devel opment, public works/infrastructure and
communi cations industry and the industrial/energy industry. These services are
rendered principally in California, Nevada and U ah
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The Conpany provides a full range of services frominitial site acquisition
studi es through construction support services to clients operating in a variety
of market sectors. The Conpany benefits froma diverse public and private client
base including real estate devel opers, residential and commercial builders
architects, cities, counties, water districts, state and federal agencies, |and
owners, comercial retailers, energy providers and various manufacturers. The
Conpany's professional staff provides a conprehensive nenu of services that are



needed to effectively nanage, engi neer and design infrastructure and
state-of-the-art facilities.

(2) SUMVARY OF SI GNI FI CANT ACCOUNTI NG PCOLI CI ES
PRI NCI PLES OF CONSOLI DATI ON

The acconpanyi ng consol i dated financial statements include the accounts of TKC,
KElI, ESI, JMIA and CMB (see Note 1). Al mmterial interconpany transactions and
bal ances have been elinminated in consolidation

CASH AND CASH EQUI VALENTS

Cash equival ents are conprised of highly liquid debt instrunents with maturities
of three nonths or | ess when purchased. The Conpany invests its excess cash in a
money mar ket nmutual fund, which consists of a portfolio of short-term noney

mar ket instrunents. Al of the Conpany's excess cash is with one financial
institution and, therefore, may be subject to certain concentration of credit
risks.

REVENUE AND COST RECOGNI TI ON ON ENGI NEERI NG CONTRACTS

The Conpany enters into fixed fee contracts and contracts that provide for fees
on a tinme-and-materials basis, nmobst of which have not-to-exceed provisions
Contracts typically vary in length between six nonths and three years. However,
many contracts are for small increments of work, which can be conpleted in less
than six nonths. Revenue is recogni zed on the percentage of conpletion nethod of
accounting based on the proportion of actual contract costs incurred to tota
estimated contract costs. Managenment considers costs incurred to be the best
avai |l abl e neasure of progress on the contracts.

In the course of providing its services, the Conpany sonetinmes subcontracts for
various services like |landscape architecture, architecture, geotechnica

engi neering, structural engineering, traffic engineering, and aeria

phot ogr aphy. These costs are included in the billings to the clients and, in
accordance with industry practice, are included in the Conpany's gross revenue.
Because subcontractor services can change significantly fromproject to project,
changes in gross revenue nay not be indicative of business trends. Accordingly,
the Conpany al so reports net revenue, which is gross revenue | ess subcontractor
costs.
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Costs of revenue include | abor, nonreinbursable subcontract costs, materials and
sone direct and indirect overhead costs like rent, utilities and depreciation
General and admi nistrative costs are charged to expense as incurred. Provisions
for estimated | osses on unconpleted contracts are made in the period in which
the | osses are determined. Changes in job performance, job conditions and
estimated profitability, including final contract settlenments, may result in
revisions to costs and incone and are recognized in the period in which the
revisions are determ ned. Additional revenue resulting fromrequests for
addi ti onal work due to changes in the scope of engineering services to be
rendered, are included in revenue when realization is probable and can be
estimated with reasonabl e certainty.

Costs and estimated earnings in excess of billings represents revenue recognized
in excess of ambunts billed on the respective unconpl eted engi neering contracts
Billings in excess of costs and estimated earnings represents ampunts billed in

excess of revenue recognized on the respective unconpleted contracts.

At Decenber 31, 1999 and 2000, the Conpany had no significant amounts included
in contracts and trade receivables or trade accounts payabl e representing
amounts retai ned pending contract or subcontract conpletion

EQUI PMENT AND LEASEHOLD | MPROVEMENTS



Equi pnrent and | easehol d i nprovenents are stated at cost or, in the case of

| eased assets, the lesser of the present value of future mninmmlease paynents
or fair value. Depreciation is provided on a straight-line basis over the
estimated useful lives of the assets, or, in the case of capital |eased assets,
over the lease termif shorter, as follows:

<TABLE>

<S> <C

EqQUi pmBNt . . . 3 to 10 years
Leasehol d inmprovements. ........... ... i 1 to 10 years
</ TABLE>

When assets are sold or otherwise retired, the related cost and accunul ated
depreciation are removed fromthe accounts and the resulting gain or loss is
included in other expenses, net in the acconpanyi ng consolidated statements of
i ncome.

I NCOVE TAXES

Prior to August 1, 1998, KEI, with the consent of its sharehol ders, elected to
be taxed as an S corporation under the Internal Revenue Code of 1986, as
anended. As an S corporation, corporate incone or |loss flowed through to the
shar ehol ders who were responsible for including the income, deductions, |osses
and credits in their individual income tax returns. Accordingly, prior to August
1, 1998, no provision for federal or state inconme taxes for KEIl was included in
the acconpanyi ng consol idated financial statenments, except for California inconme
taxes at the greater of $800 or the S corporation rate of 1.5% of taxable
income. As a result of the Reorganization, KEl no
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Il onger qualified to be taxed as an S corporation and effective August 1, 1998,
its operations were included in the consolidated C corporation tax return of the
Conpany.

The Conpany accounts for incone taxes under the asset and liability method in
accordance with Statenent of Financial Accounting Standards ("SFAS') No. 109
"Accounting for Incone Taxes," which requires recognition of deferred tax assets
and liabilities for the future tax consequences attributable to differences
between the financial statement carrying ambunts of existing assets and
liabilities and their respective tax bases and operating loss and tax credit
carry forwards. Deferred tax assets and liabilities are nmeasured using enacted
tax rates expected to apply to taxable incone in the years in which those
tenmporary differences are expected to be recovered or settled. The effect on
deferred tax assets and liabilities of a change in tax rates is recognized in
inconme in the period that includes the enactment date

GOODW LL
Goodwi I |, which represents the excess of purchase price over fair value of net

assets acquired, is anortized on a straight-line basis over the expected periods
to be benefited, generally 25 years. The Conpany assesses the recoverability of

goodwi | | by determ ning whether the anortization of the goodw Il bal ance over
its remaining life can be recovered through undi scounted future operating cash
flows of the acquired operation. The ambunt of goodwill inpairment, if any, is

measured based on projected discounted future operating cash flows using a

di scount rate reflecting the Conpany's average cost of funds. The assessnent of
the recoverability of goodwi Il will be inpacted if estimated future operating
cash flows are not achieved.

Anortization expense related to goodwill totaled $10,000, $99, 000 and $220, 000
for the years ended Decenber 31, 1998, 1999 and 2000, respectively.

STOCK OPTI ONS

The Conpany accounts for its stock options in accordance with the provisions of



Accounting Principles Board ("APB") Opinion No. 25, "Accounting for Stock Issued
to Enpl oyees," and related interpretations. Conpensation expense is recorded on
the date of grant only if the current market price of the underlying stock
exceeds the exercise price. SFAS No. 123, "Accounting for Stock Based
Conpensation," pernmits entities to recognize the fair value of all stock-based
awards on the date of grant as expense over the vesting period. Alternatively,
SFAS No. 123 allows entities to continue to apply the provisions of APB Opi ni on
No. 25 and provide pro forma net incone disclosures for enployee stock option
grants made in 1995 and future years as if the fair-val ue-based net hod defined
in SFAS No. 123 had been applied. The Conpany has elected to continue to apply
the provisions of APB Opinion No. 25 and provide the pro forma discl osure

provi sions of SFAS No. 123
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STOCK SPLIT

On April 23, 1999, the board of directors authorized a 2.70-for-1 reverse split
of TKCI's common stock, effective April 26, 1999. Al share ampunts in the
acconpanyi ng consol i dated financial statements (except for shares of authorized
common stock) have been restated to give effect to the stock split.

PAR VALUE

On June 22, 1999, TKClI established a par value for its common and preferred
stock of $0.001 per share. Prior to this date, the Conpany's common and
preferred stock had no par value. Al ampunts in the acconmpanyi ng consol i dated
financial statenents have been restated to give effect to the $0.001 per share
par val ue

EARNI NGS PER SHARE

Basi c earni ngs per share ("EPS") is conputed by dividing net incone available to
comon sharehol ders during the period by the weighted average nunber of compn
shares outstanding during each period. Diluted EPS is conmputed by dividing net
incone avail able to comon sharehol ders during the period by the wei ghted
average nunber of shares that would have been outstandi ng assum ng the issuance
of comon shares for all dilutive potential common shares outstanding during the
reporting period, net of shares assuned to be repurchased using the treasury

st ock met hod.

The following is a reconciliation of the denom nator for the basic EPS
conputation to the denomi nator of the diluted EPS conputation. Net incone
avail able to comon sharehol ders is used in the basic and diluted EPS

cal cul ations as the assuned inpact of the redeemable securities would be
anti-dilutive.

<TABLE>
<CAPTI ON>
YEARS ENDED DECEMBER 31
1998 1999 2000

<S> <C <C <C
Wei ght ed average shares used for the basic EPS

comput ati ON. ... .o 3,485,634 4,211, 318 4,983, 692
Incremental shares fromthe assuned exercise of

dilutive stock options and stock warrants, issuable

shares and contingently issuable shares............. 149, 840 303, 715 315, 987
Wei ght ed average shares used for the diluted EPS

comput ati ON. .. ..o 3,635,474 4,515,033 5,299, 679

</ TABLE>

In conjunction with certain acquisitions, the Conpany agreed to pay



consi deration consisting of shares of its conmon stock (see Note 4). As a
result, the Conpany estimated and included 55,562 and 138,219 wei ghted average
contingently issuable and issuable shares in its weighted average shares used
for the diluted EPS conmputation for the years ended Decenber 31, 1999 and 2000,
respectively. These estimates are based upon the nunmber of shares that are

i ssuabl e at Decenber 31, 2000 and that woul d have

F-11
<PAGE> 76
THE KEI TH COVWPANI ES, | NC. AND SUBSI DI ARI ES

NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS ( CONTI NUED)
YEARS ENDED DECEMBER 31, 1998, 1999 AND 2000

been issuabl e at Decenber 31, 1999 and through the date of issuance in 2000
wei ghted for the assunmed period the shares were outstanding (conmmencing the
later of the date of acquisition or the beginning of the fiscal year).

There were 236,296, 211,233 and 475, 248 anti-dilutive weighted potential compn
shares excluded fromthe above cal cul ation in 1998, 1999 and 2000, respectively.

USE OF ESTI MATES | N THE PREPARATI ON OF CONSOLI DATED FI NANCI AL STATEMENTS

The preparation of these consolidated financial statenents, in conformity with
accounting principles generally accepted in the United States of Anmerica,

requi res managenment to make estimates and assunptions that affect the reported
amounts of assets and liabilities, the disclosure of contingent assets and
liabilities at the date of the consolidated financial statements and the anpunts
of revenue and expenses reported during the periods. Actual results may differ
fromthe estimates and assunptions used in preparing these consolidated
financial statenents.

RI SKS AND UNCERTAI NTI ES

As of Decenber 31, 2000, approximately 10% of the Conpany's work force is
covered by collective bargai ning agreenents that expire during 2001

RECLASSI FI CATI ONS

Certain 1999 bal ances have been reclassified to conformto the presentation used
in 2000.

(3) INITIAL PUBLI C OFFERI NG OF COMMON STOCK

On July 15, 1999, the Conpany conpleted an initial public offering of 1,500,000
shares of its comon stock. The offering price was $9.00 per share resulting in
proceeds of approxi mately $11,015,000 to TKCI, net of underwiters' discount and
of fering costs. The Conpany's common stock is traded on the NASDAQ Nati ona

Mar ket under the synbol "TKCl."

The Conpany prinmarily used proceeds of the initial public offering to repay
rel ated party notes payabl e and accrued interest of $2,647,000, to repay notes
payabl e and accrued interest of $251,000, to repay the previous bank |ine of
credit of $4,731,000 and to acquire substantially all of the assets of and
assume substantially all of the liabilities of Thonpson-Hysell
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(4) ACQUI SI TI ONS

CROSBY, MEAD, BENTON & ASSOCI ATES
On Cctober 13, 2000, TKCl acquired all of the outstanding shares of common stock
of CMB. The purchase price was $2, 455,000, consisting of cash of $1, 216, 000

$239, 000 of other acquisition related costs and $500,000 in shares of conmon
stock issuable in each of 2001 and 2002. The compn stock issuable is subject to



adj ustnents extending up to one year fromthe date of acquisition related to the
book val ues of net assets acquired, accounts receivable, costs and estimated
earnings in excess of billings and billings in excess of costs and estinated
earnings that existed at the date of acquisition. The acquisition of CMB was
accounted for using the purchase method of accounting and, accordingly, the
acconpanyi ng consol i dated financial statements include the assets, liabilities
and results of operations of CMB since the date of the acquisition. The excess
of the purchase price over the estimated fair market value of the net identified
assets acquired of $2,040,000 was recorded as goodwi ||l and will be anortized
over a period of 25 years

THOVPSON- HYSELL, | NC.

In conjunction with its initial public offering, on July 15, 1999, the Conpany
acquired substantially all of the assets and assuned substantially all of the
liabilities of Thonpson-Hysell. The Conpany paid cash in the amount of

$4, 636, 000, which consisted of $4,310,000 to Thonpson-Hysell and $326, 000 of
other acquisition related costs. In addition, contingent consideration consisted
of (i) shares of compn stock with a value at the initial public offering equa
to $1,333,000, and (ii) a promi ssory note in the original principal anpunt of

$1, 333,000, payable in 2001. The issuance of common stock and the principa

bal ance of the promi ssory note were contingent upon earnings for the years ended
Decenber 31, 1998, 1999 and 2000. In Cctober 2000, the Conpany issued 120, 157
shares of its comon stock val ued at $631, 000 based on the attai nment of 1999
earnings and increased goodwi || by this amount. In Decenber 2000, the Conpany
increased goodwi || and the principal balance on the pronissory note by

$1, 039, 000 based on the attainment of 2000 earnings before interest and taxes,
as defined. The acquisition was accounted for using the purchase nethod of
accounting. Goodwi ll, which represents the excess of the purchase price over the
fair value of the net tangible and identifiable intangible assets acquired and
liabilities assuned, in the anpunt of $5,846,000 is being anortized over a
period of 25 years.

The followi ng unaudited pro forma data presents information as if the

acqui sition of Thonpson-Hysell had occurred on January 1, 1998, and the
acquisition of CMB had occurred on January 1, 1999. The pro fornma data is
provided for informational purposes only and is based on historical information
The pro fornma data does not necessarily reflect the actual results of operations
that woul d have occurred had Thonpson-Hysell
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CMB and TKClI conprised a single entity during the periods presented, nor is it
necessarily indicative of future results of operations of the conbined entities.

<TABLE>
<CAPTI ON>
PRO FORVMA FOR THE YEARS ENDED
DECEMBER 31,
1998 1999 2000
( UNAUDI TED)
<S> <C <C <C
Net revenue. .. ... ... $37, 648, 000 $51, 455, 000 $58, 428, 000
Net income avail able to common sharehol ders. . ... $ 2,467,000 $ 2,893, 000 $ 4,764, 000
Basic earnings per share........................ $ 0.71  $ 0. 69 $ 0.96
</ TABLE>

JOHN M TETTEMER & ASSOCI ATES, | NC.

On August 1, 1998, TKClI acquired all of the outstanding comopn stock of JMIA for
$740, 000, which consisted of cash of $150,000; $240,000 in anortizing notes
bearing interest at 8% payable in 60 nonthly payments; $250,000 in interest only
notes bearing interest at 8% payable quarterly, which were paid in conjunction
with the initial public offering; warrants to purchase 55,555 shares of TKC



common stock, exercisable inmmediately at a purchase price of $4.73 per share
expiring July 31, 2003; and $100, 000 of other acquisition related costs. The
fair value of the warrants, calculated using the Bl ack-Schol es option pricing
nmodel assuming an estimated fair value of compn stock at issue date of $3.78
per share, a risk free interest rate of 5% and no stock dividend yield, was
immaterial and therefore excluded fromthe purchase price. The anortizing notes
include the principal stockholder of TKClI as co-meker. The acquisition was
accounted for using the purchase method of accounting and, accordingly, the
consol idated financial statements include the assets and liabilities and results
of operations of JMIA as of and subsequent to August 1, 1998. The excess
purchase price over the fair value of the net identified assets acquired total ed

$571, 000 and has been recorded as goodwi Il in the acconpanying consolidated
bal ance sheets and is being anortized over a period of 25 years. During 1999
goodwi | I and the principal balance of the anortizing notes were reduced by

$60,000 to reflect an adjustment to JMIA's book val ue at August 1, 1998
(5) EQUI PMENT AND LEASEHOLD | MPROVEMENTS

Equi pnrent and | easehol d i nprovenments at Decenber 31, 1999 and 2000 consi st of
the follow ng

<TABLE>
<CAPTI ON>
1999 2000

<S> <C <C
EQUi PIMBNT . . $ 8,026,000 $ 9,361,000
Leasehol d inmprovements............. ... .. ... 430, 000 438, 000
Accunul at ed depreciation and anortization........... (3,920, 000) (5, 086, 000)

Equi prent and | easehol d inprovenents, net......... $ 4,536,000 $ 4,713,000
</ TABLE>
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At Decenber 31, 1999 and 2000, the cost of conputer equi pnent, vehicles and
office furniture and fixtures recorded under capital |eases, net of the related
accurul ated anortization, were $2,109,000 and $1, 036, 000, respectively.

(6) | NDEBTEDNESS

LI NE OF CREDI T, LONG TERM DEBT AND CAPI TAL LEASE OBLI GATI ONS

<TABLE>
<CAPTI ON>
DECEMBER 31
1999 2000

<S> <C <C
Line of credit (see (a) below) ......... ... ... .. $ 1, 300, 000 $ 2,025, 000
Not e payable; no stated interest rate; interest inputed at

an annual rate of 10.75% payable in nmonthly installnments

of $12,000, including interest, repaid in Septenmber 2000

(see (b) below) . ... ... 253, 000 --
Not es payabl e; interest ranging fromO0.90%to 13.22%

payable in nmonthly installments ranging from $1,000 to

$26, 000, including interest, through 2004 (see (b)

bel OW) . oo 353, 000 517, 000
Not es payabl e; bearing interest at 8% each payable in

nmonthly installnents of $2,000, including interest,

through August 2003. . ... .. .. 177, 000 132, 000
Not e payabl e; bearing interest at 10% interest only payable

quarterly; principal and unpaid interest due April 2001

(see (C) below) . ... 1, 333, 000 2,372,000



Capital |ease obligations; interest ranging from4.98%to
19% payable in nmonthly installnents ranging from $1, 000
to $6, 000, including interest, through 2005 (see (b)

bel OW) . oo 1, 382, 000 634, 000

[ B T 37, 000 65, 000
4, 835, 000 5, 745, 000

Less current portion. ... ..... ...t (1,292, 000) (5, 384, 000)

</ TABLE>

(a) On Septenber 1, 1999, the Conpany entered into a line of credit agreenent
with a bank to fund working capital needs and the acquisitions of equipnent. The
line of credit has a working capital component wi th a maxi mum out st andi ng

princi pal bal ance of $6, 000,000 which matures on Septenber 3, 2001 and an

equi prent conponent with a maxi mum out standing principal bal ance of $3,500, 000,
whi ch matured on September 3, 2000. On Septenber 3, 2000 and Novenber 3, 2000
the line of credit was anended to extend the maturity on the equi pnent component
to January 3, 2001. The equi pnent component matured on January 3, 2001 and the
Conpany el ected not to formally amend or extend this conponent. The Conpany

pl ans on reestablishing the equi pment conponent when it renews the working

capi tal conponent during negotiations with the bank in 2001. The working capita
conponent bears interest at either the prime rate or approxi mately one and
three-quarters percent above LIBOR, and the equi pment conponent bore interest at
either the prime rate or at approximtely two percent above LIBOR The aggregate
out st andi ng principal bal ance of working capital advances and equi pnent advances
can not exceed $8,500,000. Subsequent to the maturity of the equi pment

conponent, the aggregate outstanding principal balance can not exceed
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$6, 000, 000. The line of credit is subject to various restrictions and contains
certain financial and nonfinancial related covenants. In addition, the line of
credit is collateralized by a first-priority security interest in all accounts
recei vabl e and other rights to payment, general intangibles and equi pnent. As of
Decenber 2000, there were no outstanding borrow ngs on the equi pment conponent
of the line of credit and the working capital conponent had outstanding

borrow ngs of $2,025,000 bearing interest at 9.5% (the prine rate).

The Board of Directors authorized the Conpany to repurchase its comopn stock and
on Cctober 13, 1999, the Conpany requested and was granted a waiver fromthe
bank to repurchase or otherw se acquire any shares of any class of its stock up
to $700, 000 through the period ending October 13, 2000. As of Decenber 31, 2000
the Conpany purchased 124, 600 shares of its comopn stock at a cost of $683,000.

(b) The notes payable and capital |ease obligations are secured by certain
assets of the Conpany.

(c) An unsecured prom ssory note was executed in conjunction with the Asset

Pur chase Agreenent dated April 9, 1999 between the Conpany and Thonpson- Hysel
related to the acquisition of substantially all of the assets and the assunption
of substantially all of the liabilities of Thonpson-Hysell (see Note 4). In
accordance with the ternms of the note, the principal balance has been increased
by $1, 039,000 based upon the attai nment of performance criteria tied to Decenber
31, 2000 earnings before interest and taxes, as defined in the note

Future annual principal maturities of indebtedness as of Decenber 31, 2000 are
as follows:

<TABLE>
<S> <C
YEARS ENDI NG DECEMBER 31
2000, . $5, 384, 000

20002, . 264, 000



2004, . e 17, 000
2005, . e 2,000
$5, 745, 000

</ TABLE>

In connection with the initial public offering in July 1999, the Conpany repaid
debts, including accrued interest, to related parties totaling $2,647,000. There
were no outstanding borrowings to related parties as of Decenmber 31, 1999 and
2000

(7) LEASES

The Conpany | eases equi pnent and vehicles under capital |ease agreenents that
expire at various dates through 2005. The Conpany al so has several noncancel abl e
operating leases, primarily for office facilities, that expire through 2008
These | eases generally
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contain renewal options for periods ranging fromone to five years and require
the Conpany to pay costs, including conmbn area mai ntenance and i nsurance
charges. Rental expense for operating |eases during 1998, 1999 and 2000 total ed
$1, 671, 000, $2,216,000 and $2, 409, 000, respectively.

Certain facilities have been subl et under nonth-to-nonth subl eases that provide
for reinbursement of various common area mai ntenance charges. Rental expense has
been reduced for subl ease incone of $64, 000, $22,000 and $11,000 for the years
ended Decenber 31, 1998, 1999 and 2000, respectively. Future mnimumlease
paynents as of Decenber 31, 2000 are as follows:

<TABLE>
<CAPTI ON>
OPERATI NG CAPI TAL
LEASES LEASES
<S> <C <C
YEARS ENDI NG DECEMBER 31
2000, . $2,779,000 $ 482,000
20002, . 2,209, 000 183, 000
2008, . 1, 638, 000 22,000
2004, . 699, 000 3, 000
2005, . 634, 000 2,000
Thereafter. ... .. .. 396, 000 --
Total future minimumlease paynents................... $8, 355, 000 692, 000
Less ampbunts representing interest.................... (58, 000)
Total obligations under capital leases................ 634, 000
Less current portion.......... ... ... (437, 000)
Long-termcapital lease obligations................... $ 197, 000
</ TABLE>

(8) REDEEMABLE SECURI TI ES AND STOCK | NDEMNI FI CATI ON RI GHTS

In connection with the acquisition of ESI in Decenmber 1997, TKCl issued to the
sellers 74,074 shares of common stock, redeenmable at the discretion of any
seller at a price of $6.75 per share, if the Conpany did not conplete an initial
public offering by October 31, 1999. This right of the sellers expired Novenber
15, 1999. The redeemabl e commpn stock was val ued at $2.70 per share on the date
of the acquisition of ESI. The difference between the redenpti on val ue of $6.75



per share and the initial valuation of $2.70 per share was accreted over the
period fromthe acquisition, Decenber 30, 1997, through the date of the initial
public offering, July 15, 1999, through charges to additional paid-in capital

In connection with the acquisition of ESI, TKCl also issued to the sellers stock
options to purchase 44,444 shares of common stock with redenption provisions

The redenption provisions provided that in the event that the underlying shares

did not have a fair market value of at |east $8.10 per share at sonme time during
the period between the date of the Conpany's initial public offering and Cctober
1, 2002, the holders were entitled to
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receive $5.40 in cash for each unexercised vested option (or $8.10 for each
share of common stock issued upon exercise of a stock option). The $5.40
redenption val ue was accreted over the period fromthe acquisition, Decenber 30
1997 through the date of the initial public offering, July 15, 1999, through
charges to additional paid-in capital

As a result of the Conpany's conpletion of its initial public offering at $9.00
per share in July 1999, the redeemabl e securities were no |onger redeemabl e and
accordingly, $353,000 of accunul ated accretion on redeemable securities was
reclassified to conmpbn stock and additional paid-in capital

Subsequent to the acquisition of ESI, TKCl agreed to indemify certain hol ders
of 40,000 shares of common stock issued in connection with the acquisition of
ESI against a market decline in TKCl's comopn stock after the initial public
of fering of TKCI's conmon stock. The excess of the guarantee price over the
mar ket val ue of the 40,000 shares of comon stock of $100,000 on November 11
1999 was paid and is recorded as a conponent of other expenses in the
acconpanyi ng consol i dated statement of incone for the year ended Decenber 31
1999

(9) COMWON STOCK AND STOCK PLANS

The followi ng stock options and stock warrants are authorized for issuance at
Decenmber 31, 2000:

<TABLE>

<S> <C

Stock OptioNS. . ... 1,111,111

Stock warrants related to acquisitions.................... 150, 000
1, 261, 111

</ TABLE>

STOCK OPTI ON PLANS

In 1994, KEI and TKCl each adopted stock option plans (the "Plans"). Under the
terms of the Plans, the Boards of Directors of KEIl and TKCl were able to grant
stock options to officers, key enployees and directors. The Plans, as anmended in
1997, authorized grants of options to purchase 555,556 shares each of authorized
but uni ssued common stock in TKCI and KEI. Stock options have been granted with
an exercise price equal to or greater than the stock's estimted fair market
value at the date of grant. Al stock options issued in connection with the

Pl ans have ten-year terns that vest and becone exercisable ratably each year for
a period of up to five years fromthe grant date.

In connection with the Reorganization, the KEI plan was term nated and options
to purchase shares of conmon stock of KEI outstanding at August 1, 1998 were
automatically converted into options to purchase a |like nunber of shares of TKCI
common stock, with the sane exercise price, expiration date and other terms as
prior to
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the Reorgani zation (the "Plan"). On April 23, 1999, the stock option plan was
anended to increase the nunber of options authorized for grant to 1,111, 111.

I n September 2000, the Conpany made an offer to option hol ders which gave them a
one-tine election to have the Conpany cancel their options as of Septenber 30,
2000 and to receive new options covering the same nunber of shares at an option
exercise price equal to market value on a date six nonths and one day |ater.
Prior to the expiration of the six nonth and one day period, the Securities and
Exchange Commi ssion stated its position regarding the regulatory treatnent of
such offers. Based on that position and consultation with |l egal counsel, the
Conpany concluded that the attenpt by the Conmpany to cancel the options was
ineffective and the participants continue to hold their original options.

At Decenber 31, 2000, there were options to acquire 198,034 shares avail able for
grant under the Plan. The follow ng represents the estimted fair val ue of
options granted, as determ ned using the Bl ack-Schol es option pricing nodel and
the assunptions used for cal cul ation:

<TABLE>
<CAPTI ON>
YEARS ENDED
DECEMBER 31,
1998 1999 2000
<S> <C <C <C
Wei ght ed average estimated fair val ue per share of commpn
stock at grant date........ ... . ... $3. 40 $5. 60 $5. 50
Aver age exercise price per option granted................... $3. 40 $5. 60 $5. 50
Expected volatility. ... ... 0. 0% 29. 4% 51.5%
Risk-free interest rate........ ... . . . . . . .. 5. 0% 6. 5% 5.0%
OPtion term (YearsS) . ..ot e 10 10 10
Stock dividend yield...... ... ... . 0. 0% 0. 0% 0. 0%
</ TABLE>

In accounting for its Plan, the Conpany el ected the pro forma disclosure option
under SFAS No. 123. Accordingly, no conpensation cost has been recogni zed for
its stock options in the consolidated financial statements. Had the Conpany

det erm ned conpensation cost based on the fair value at the grant date for its
stock options under SFAS No. 123, the Conpany's net income would have been
adjusted to the pro forma anmount indicated bel ow

<TABLE>
<CAPTI ON>
YEARS ENDED DECEMBER 31,
1998 1999 2000
<S> <C <C <C
Net incone avail able to comon sharehol ders:
As reported. ... ... $1, 424, 000 $2, 247, 000 $4, 720, 000
Pro forma........ .. .. ... . $1, 371, 000 $2, 077, 000 $4, 481, 000
Basi c earni ngs per share:
As reported. . ... ... $ 0.41 $ 0.53 $ 0.95
Pro forma........ ... . .. . $ 0. 39 $ 0. 49 $ 0.90
</ TABLE>
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Pro forma net incone reflects only options granted after January 1, 1995.



Therefore, the ful
under SFAS No. 123 is not

1, 1995 is not considered

Stock option activity during the periods indicated is as follows:

<TABLE>
<CAPTI ON>

<S>
Bal ance at Decenber 31,

Bal ance at Decenber 31,

</ TABLE>

The wei ghted average renmini ng contractua
price of options outstanding and of options exercisable as of Decenber 31

were as follows:

<TABLE>

<CAPTI ON>

EXERCI SABLE

WEI GHTED

UNDERLYI NG AVERAGE
RANGE OF

OPTI ONS EXERCI SE

EXERCI SE PRI CES

EXERCI SABLE PRI CE

<S>

<C

$2.70. ...

267, 357 $2.70

$3.38 to $7.44.............

13,714 $5. 40

$8.06 to $9.90.............

82,739 $8. 92

</ TABLE>

At Decenber 31, 1998

$4.22, respectively.

1999 and 2000

NUMBER
OF
SHARES
UNDERL YI NG
OPTI ONS

317, 414
(10, 523)
(26, 165)

178, 150
(30, 095)
(41, 878)

OUTSTANDI NG

i mpact of cal cul ati ng conpensation cost for stock options
reflected in the pro forma net
presented above because conpensation cost
period of five years and conpensation cost for

income anounts
is reflected over the options
options granted prior to January

\EI GHTED-

AVERAGE

EXERCI SE
PRI CE

$5. 13
$2.70

$8. 91
$2.83
$6. 95

$4. 95
$3. 09
$6. 69

Iife and wei ghted average exercise
2000

NUMBER OF
SHARES
UNDERLYI NG
OPTI ONS
OUTSTANDI NG

<C
353, 079
204,911

314, 469

WEI GHTED
AVERAGE
REMAI NI NG
CONTRACTUAL LI FE

( YEARS)

WEI GHTED
AVERAGE
EXERCI SE
PRI CE
<C
$2.70
$4. 99

$9. 00

t he nunber of shares of common stock
subj ect to exercisable options were 158,889, 284,806 and 363, 810
and the wei ght ed-average exercise prices of those options were $2.70, $3.26 and

respectively,

vesting

SHARES



In 1998, 1999 and 2000, in connection with acquisitions, TKCl reserved for grant
options to purchase 179,630 shares of its conmobn stock to enpl oyees of the
acquired conpani es
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under the Plan. As of Decenber 31, 2000, options to purchase 141, 248 shares of
common stock reserved for grant have been granted subject to the Plan

STOCK WARRANTS
The Conpany issued stock warrants to purchase compn stock in connection with

the acquisitions of Thonpson-Hysell, JMIA and ESI. The ternms of stock warrants
to acquire shares of commopn stock are as follows at Decenber 31, 2000

<TABLE>
<CAPTI ON>
REMAI NI NG
GRANT DATE GRANTED  EXERCI SED  EXERCI SABLE  EXERCI SE PRI CE
EXPI RATI ON DATE
<S> <C <C <C <C
August 3, 1998.............. 55, 555 20, 000 35, 555 $4.73
31, 2003
Sept ember 15, 1998.......... 27,778 -- 27,778 $6. 75
Sept enber 18, 2001
July 15, 1999............... 66, 667 -- 66, 667 $6. 75
15, 2002
150, 000 20, 000 130, 000
</ TABLE>

Warrants are generally granted with an exercise price equal to or greater than
the underlying stock's estimated fair market value at the date of grant, vest
imedi ately and may be exercised at any time until the expiration date. During
1999, 66,667 warrants were issued with an exercise price less than the stock's
estimated fair market value at the date of grant. The $150,000 difference
between the fair market value of the stock at the date of grant and the exercise
price was included as a conponent of the purchase price of Thompson-Hysell (see
Note 4).

COVMON STOCK

Al'l issued and outstanding shares of KEI stock prior to the Reorganization were
exchanged into an equi val ent nunmber of shares of TKCI stock and all of the
shares of KElI stock were subsequently cancelled. The outstandi ng shares of TKCl
stock prior to the Reorgani zation remai ned outstanding and were not affected by
the Reorgani zati on

(10) EMPLOYEE BENEFI T PLANS

The Conpany has two defined contribution 401(k) plans, which commenced in 1980
and 1988, covering a mpjority of its enployees. These plans are designed to be
tax deferred in accordance with the provisions of Section 401(k) of the Interna
Revenue Code. Enpl oyees may contribute from 1% to 20% of conpensati on on a
tax-deferred basis through a "salary reduction" arrangement. In 1998, the
Conpany i npl enented a discretionary enployer matching contribution program with
a five-year vesting schedul e, whereby the Conpany matched 50% of the first 1% of
enpl oyee contributions for the year. Effective January 1, 1999, the Conpany
increased the enployer contribution percentage to 50% of the first 6% of
enpl oyee contributions, not to exceed $1,500 per enpl oyee per year. Effective
January 1, 2000, the Company increased the enployer contribution percentage to
100% of the first 3% plus 50% of the next 2% of enployee

F-21

<C
July

July



<PAGE> 86
THE KEI TH COVPANI ES

I NC. AND SUBSI DI ARI ES

NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS ( CONTI NUED)

YEARS ENDED DECEMBER 31, 1998

contributions, vesting i mediately. During 1998,
i ncurred $55, 000, $336,000 and $851, 000

respectively,

1999 AND 2000

1999 and 2000,

t he Conpany
related to its 401(k)

pl ans, which represented the Conpany's entire obligations under the enployer

mat chi ng contribution programfor the years ended Decenber 31

2000

(11) | NCOVE TAXES

Incone tax expense (benefit) consists of the follow ng

<TABLE>
<CAPTI ON>

<S>
Current:

Federal . ... ... . . . . .

</ TABLE>

A reconciliation of incone tax at the federa

Conpany's provision for income taxes is as follows:

<TABLE>
<CAPTI ON>

<S>
Conput ed "expected" federa
State incone tax expense, net of federa

Tax effect of earnings not subject to federa

incone tax due to S corporation election........
Tax effect of S to C corporation conversion.......

Change in federal deferred tax valuation

allowance. . ... ..

</ TABLE>
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i ncone tax expense....
i ncone tax
benefit... ... .

1998,

1999 and

YEARS ENDED DECEMBER 31,

1998 1999 2000
<C <C <C
$ (29,000) $ 260,000 $2,036,000
(99, 000) 118, 000 534, 000
(128, 000) 378, 000 2,570, 000
1, 262, 000 999, 000 514, 000
216, 000 89, 000 115, 000
1,478, 000 1, 088, 000 629, 000
$1, 350, 000 $1, 466,000  $3, 199, 000
statutory rate of 34%to the
YEARS ENDED DECEMBER 31
1998 1999 2000
<C <C <C
$1, 021, 000 $1, 184,000  $2, 692, 000
77,000 167, 000 451, 000
(513, 000) -- --
595, 000 -- --
35, 000 (35, 000) --
135, 000 150, 000 56, 000
$1, 350, 000 $1, 466,000  $3, 199, 000
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The tax effects of tenporary differences that give rise to significant portions

1999 AND 2000



of deferred tax assets and liabilities are as follows:

<TABLE>
<CAPTI ON\>
DECEMBER 31,

1999 2000
<S> <C <C
Deferred tax assets

Accrued liabilities and enpl oyee conpensation....... $ 355,000 $ 289,000
Billings in excess of costs and estinated
[ = Lo T I o 1 216, 000 392, 000
Al l owance for doubtful accounts..................... 203, 000 617, 000
Settlement obligations....... ... ... ... .. .. ... .. ... 99, 000 --
[ 3T 170, 000 249, 000
Net operating loss carryforwards.................... 271, 000 --
Total deferred tax assets........................ 1, 314, 000 1, 547, 000
Deferred tax liabilities:
Equi prent and inprovements, net..................... 117, 000 284,000
Section 481, change fromcash to accrual ............ 262, 000 622, 000
Costs and estimated earnings in excess of
DIl lings. .. 1,972, 000 2,643,000
[ 3T 129, 000 258, 000
Total deferred tax liabilities................... 2,480, 000 3,807, 000
Net deferred tax liabilities..................... $1, 166, 000  $2, 260, 000
</ TABLE>

The net change in the valuation allowance for the years ended Decenber 31, 1998
1999 and 2000 was an increase of $31,000, a decrease of $62,000, and no increase
or decrease, respectively. The Conmpany considers recording a valuation allowance
in accordance with the provisions of SFAS No. 109 to reflect the estimted
amount of deferred tax assets, which may not be realized. In assessing the
realizability of deferred tax assets, management considers whether it is nore
likely than not, that sonme portion or all of the deferred tax assets will not be
realized. The ultimate realization of deferred tax assets is dependent upon the
generation of future taxable income during the periods in which those tenporary
di fferences becone deducti bl e. Management considers the schedul ed reversal of
deferred tax liabilities, projected future taxable income and tax planning
strategies in making this assessnment, and believes it is nore likely than not
the Conpany will realize the benefits of its deferred tax assets

As of Decenber 31, 2000, the Conmpany had no federal or state net operating |oss
carryforwards available to offset future taxable incone

(12) SEGMENT AND RELATED | NFORMATI ON

The Conpany eval uates performance and nmekes resource allocation decisions based
on the overall type of services provided to customers. For financial reporting
pur poses, we have grouped our operations into two primary reportable segments.
The Real Estate Devel opment, Public Works/Infrastructure and Conmuni cations
("REPW C") segnent
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i ncludes engineering and consulting services for the devel opnent of both private
projects, like residential communities, commercial and industrial properties and
recreational projects; public works/infrastructure projects, such as
transportati on and water/sewage facilities; and site acquisition and
constructi on managenent services for wireless tel ecomunications. The
Industrial/Energy ("IE") segnent, which consists of the division of ESI



provi des the technical expertise and nmanagenent

required to design and test

manufacturing facilities and processes and to facilitate the construction of

alternate electrica
scal e power consuners
those described in Note 2

power systens that supplement public power supply and | arge
The accounting policies of the segnents are the same as

The followi ng tables set forth information regardi ng the Conpany's operating

segments as of and for the years ended Decenber 31, 1998

<TABLE>
<CAPTI ON>

1999 and 2000

YEAR ENDED DECEMBER 31

1998

<S> <C
<C

Net revenue. .. ....... ...
$29, 182, 000

Inconme fromoperations......................
4,037, 000

Identifiable assets.........................
$14, 530, 000

</ TABLE>

$25, 330, 000
$ 6,491, 000

$13, 068, 000

<TABLE>
<CAPTI ON>

<C
$3, 852, 000
$ 244,000

$1, 462, 000

YEAR ENDED DECEMBER 31

$(2, 698, 000)

$ --

1999

$

<S> <C
<C

Net revenue. .. ....... ...
$39, 636, 000

Incone fromoperations......................
4, 306, 000

Identifiable assets.........................
$23, 661, 000

</ TABLE>

$36, 009, 000
$ 7,877,000

$22, 497, 000

<TABLE>
<CAPTI ON>

<C
$3, 627, 000
$ 172,000

$1, 164, 000

YEAR ENDED DECEMBER 31

$( 3, 743, 000)

$ --

2000

$

<S> <C

<C

Net revenue. .. ........ ..,
$53, 381, 000

Inconme fromoperations......................
8, 185, 000

Identifiable assets.........................
$33, 312, 000

</ TABLE>

$48, 939, 000
$12, 433, 000

$31, 294, 000

BUSI NESS CONCENTRATI ONS

<C
$4, 442, 000
$ 733,000

$2, 018, 000

$(4, 981, 000)

$ --

$



In 1998, 1999 and 2000, the Conpany had no custonmers which represented greater
than 10% of consolidated net revenue. No custoners represented greater than 10%
of net contract and trade receivables at Decenber 31, 1999 and 2000
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(13) FAIR VALUE OF FI NANCI AL | NSTRUVENTS

The carrying amounts of the Conpany's financial instruments reported in the
acconpanyi ng consol i dat ed bal ance sheets for cash and cash equival ents
contracts and trade receivables, other receivables, line of credit, trade
accounts payabl e, accrued enpl oyee conpensation, and other accrued liabilities
approximate their fair values due to the short maturity of these instrunents.

At Decenber 31, 2000, notes payable with a carrying amount of $714, 000

approxi mate fair value, determned using estimtes for simlar debt instrunments
(see Note 6). At Decenber 31, 2000, the fair value of a note payable with a
carrying anount of $2,372,000 was not determ nable due to the nature of this
financing (see Note 6).

(14) SUPPLEMENTAL CASH FLOW | NFORMATI ON

<TABLE>
<CAPTI ON>
YEARS ENDED DECEMBER
31,
1998 1999
2000
<S> <C <C <C
Suppl emrent al di scl osure of cash flow information:
Cash paid during the year for interest................... $1, 024,000 $ 975, 000 $
377,000
Cash paid during the year for income taxes............... $ 144,000 $ 124,000
$2, 602, 000
Noncash financing and investing activities:
Capital |ease obligations recorded in connection with
equi pment acquisSitions.............. .. $ 788,000 $ 258,000 $
Purchase price adjustment to goodwill and notes
payabl e. ... $ -- $ 60,000
$1, 039, 000
Purchase price adjustment to equi pnment and | easehold
i mprovenments and additional paid-in capital........... $ 26,000 $ 42,000 $
Purchase price adjustment to goodwill, commpn stock and
additional paid-in-capital............................ $ -- $ -- $
631, 000

Accretion (reversal) of redeenmble securities to
redenption value, net............... i $ 230,000 $(230,000) $



Insurance financing. . ..... ... ...t $ 202,000

163, 000

$ 174,000 $

</ TABLE>

F- 25
<PAGE> 90
THE KEI TH COVWPANI ES, | NC. AND SUBSI DI ARI ES

NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS ( CONTI NUED)
YEARS ENDED DECEMBER 31, 1998, 1999 AND 2000

The acquisition of JMIA, Thonpson-Hysell and CMB resulted in the follow ng

i ncreases:

<TABLE>
<CAPTI ON>
YEARS

<S> <C
Contracts and trade receivables............... ... ... .... $( 309, 000)
$(2, 642, 000)
Costs and estimated earnings in excess of billings....... (201, 000)
Ot her receivables and prepaid expenses................... --
(33, 000)
GoodWi | | .o (571, 000)
(2,000, 000)
Equi prent and | easehold inmprovements..................... (56, 000)
(214, 000)
Ot her @SSt S. .ot (29, 000)
(71, 000)
Line of credit.... ... .. --
74,000
Billings in excess of costs and estimated earnings....... --
200, 000
Long-termdebt, including current portion................ 640, 000
503, 000
Accounts payabl e, accrued expenses and ot her

liabilities. . ... 449, 000
1, 335, 000
Deferred tax liabilities....... ... ... . . . ... . . ... . .. ... --
465, 000
I'ssuable common stock....... ... ... .. . . --
1, 000, 000
Common StOCK. . ... --

Net cash expended for acquisitions..................... $ (77,000)
$( 1, 383, 000)

ENDED DECEMBER 31,

<C <C
$(2, 253, 000)

(1, 000)
(4, 216, 000)
(1, 105, 000)
(5, 000)
150, 000

2,446, 000

198, 000

$(4, 636, 000)

</ TABLE>

(15) VALUATI ON AND QUALI FYI NG ACCOUNTS

For the years ending Decenber 31, 1998, 1999 and 2000, the following is

suppl enentary information regardi ng valuation and qualifying accounts

<TABLE>
<CAPTI ON>
BALANCE AT PROVI SI ONS FOR



BEG NNI NG OF DOUBTFUL
BALANCE AT END

PERI OD ACCOUNTS DEDUCTI ONS

OF PERI OD
<S> <C <C <C
Al | owance for doubtful accounts:

1998. . .. $348, 000 $300, 000 $284, 000
364, 000

1999. . ... $364, 000 $614, 000 $366, 000
612, 000

2000. . .. $612, 000 $671, 000 $117, 000
$1, 166, 000
</ TABLE>

(16) COWM TMENTS AND CONTI NGENCI ES

In March 2000, Clayton Engineering filed a claimagainst The Irvine Conpany

all eging that The Irvine Conpany failed to pay C ayton Engineering for the
removal of 30,000 cubic yards of dirt in the Peters Wash located in Irvine

Cal i fornia. JMIA had provided engi neering design services for The Irvine Conpany
in connection with this project. JMIA was a whol |l y-owned subsidiary at the tine
the claimby Cayton was filed. In January 2001, The Irvine Conpany filed a

cl ai magai nst JMIA for indemity. C ayton Engineering is demandi ng damages in
the sum of $2, 000, 000 agai nst The Irvine Conpany for construction services
rendered and $10, 000, 000 as a result of consequential |oss of business
opportunity. Cl ayton Engi neering has made the allegation that plans prepared by
JMTA were inaccurate as to the elevation of the bottomof the Peters
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Wash. The Irvine Conpany has not stated that JMIA viol ated the standard of care
but has filed an equitable indemity cross-conplaint against JMITA. No dermand for
settl enent has been nade agai nst JMIA. The Conpany believes that the clai mmade
against it is without nmerit and intends to defend itself vigorously in this
action.

The Conpany is also involved in various clains and | egal actions arising in the
ordi nary course of business. In the opinion of managenent and the Conpany's

| egal counsel, the ultimte disposition of these matters should not have a
material adverse effect on the Conpany's financial position, liquidity and
results of operations

(17) SUBSEQUENT EVENTS

On January 31, 2001, HEA Acquisition, Inc., a wholly owned subsidiary of the
Conpany, acquired substantially all of the assets and assuned substantially al

of the liabilities of Hook & Associ ates Engi neering, Inc. ("Hook"). The purchase
price consisted of $1,530,000 in cash at closing, the issuance of $500, 000 and
$700, 000 of common stock issuable in 2001 and 2002, respectively, and a

subordi nated prom ssory note in the original principal amount of $1,300,000. The
i ssuance of common stock and the amount of the subordi nated promissory note are
subject to certain adjustnents extending up to one year fromthe date of
acquisition related to the book values of net assets acquired, cash, accounts
receivable, costs and estinmated earnings in excess of billings and billings in
excess of costs and estinmated earnings as of Decenber 31 2000. In addition, the
Conpany agreed to pay cash related to the income tax effects to the sellers.
Hook is a consulting engineering firmproviding a full range of services to
clients in an array of industries including communications, public

wor ks/transportation and real estate devel opment. Hook enpl oys approxi mately 100
peopl e and has offices in Arizona, Col orado and Womn ng.

The Conpany was a party to a certain agreement which contained an antidil ution
provi si on whereby the Conpany was restricted fromissuing additional shares of
comon stock, except as may have been required for certain circunstances



Effective March 22, 2001, this agreenment was anended to delete this antidilution
provi si on
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(18) SUPPLEMENTARY FI NANCI AL | NFORMATI ON ( UNAUDI TED)

The following is unaudited supplementary financial information for 1999 and
2000

<TABLE>
<CAPTI ON>
FOR THE QUARTERS ENDED 1999
MARCH 31, JUNE 30, SEPTEMBER 30

DECEMBER 31
<S> <C <C <C <C
Net revenue......... ... . ..., $ 8,969, 000 $ 8,643, 000 $10, 658, 000
$11, 366, 000
Gross profit.. ... ... $ 3, 055, 000 $ 2,857,000 $ 3,308, 000 $
3,429, 000
Income fromoperations.................. $ 1,159, 000 $ 1, 060, 000 $ 1,097, 000 $
990, 000
Net inNCOME. . ... ... .. ... . i $ 529, 000 $ 462, 000 $ 469, 000 $
557, 000
Net income avail able to common

shareholders............ ... ... ........ $ 472,000 $ 405, 000 $ 813,000 $
557, 000
Basic earnings per share................ $ 0.14 % 0.12 $ 0.17 $
0.11
</ TABLE>
<TABLE>
<CAPTI ON>

FOR THE QUARTERS ENDED 2000
MARCH 31, JUNE 30, SEPTEMBER 30

DECEMBER 31
<S> <C <C <C <C
Net revenue......... ... ... ... ... $12, 419, 000 $12, 681, 000 $13, 638, 000
$14, 643, 000
Gross profit.. ... ... . . $ 4,037,000 $ 4,374,000 $ 5,190, 000 $
5,418, 000
Income fromoperations.................. $ 1,387,000 $ 1,888, 000 $ 2,434,000 $
2,476, 000
Net income and net income available to

common shareholders................... $ 762, 000 $ 1,067, 000 $ 1,488, 000 $
1, 403, 000
Basi c earnings per share................ $ 0.15 $ 0.22 $ 0. 30 $
0.28
</ TABLE>
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