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lines of a geographic expansion and not 
a strong environmental play, according 
to Packer. Dunkelberger “was well estab-
lished and had a great reputation,” and its 
principals had worked with Florida-based 
Nodarse and Associates, which Terracon 
acquired in 2011.

Terracon started 2012 with a purchase 
that was definitely designed to strengthen 
the environmental practice, adding Liesch 
Companies – Environmental Consul-
tants & Engineers (Minneapolis, MN), 
a 50-employee environmental services 
firm. Terracon had a good environmental 
base of business in the Minneapolis area, 
working for the Minnesota Pollution Con-
trol Agency (MNPCA) and doing “lots of 
abandoned site remediation work,” says 
Packer. “Liesch had more of a base with 
the private sector, as well as some cities, 
and had some good hydrology capabilities 
and building services capabilities.”

At the small end of the scale, Terracon 
acquired Earthtec (Roseville, CA) in No-
vember 2012, a six-person geotechnical, 
environmental, special inspection, and 
construction materials testing firm serving 
clients in the central and northern parts 
of California. And in July 2012, Terracon 
added Salt Lake City-based IHI Environ-
mental, a 75-person environmental engi-
neering firm with offices in Denver, Phoe-
nix, Seattle, and Emeryville, California. 
IHI “does much of the traditional environ-
mental work we do, and has a very strong 
industrial hygiene practice,” says Gaboury. 
“We have one of their people leading our 
national practice.”

Indeed, industrial hygiene services is 
a specific target of growth for Terracon. 
“Over the years, our traditional environ-
mental practice has transitioned more and 
more ‘into the building,’” Gaboury ex-
plains. “Clients may start with traditional 
environmental needs, but then they want 
us to do property condition assessments, 
and that gets you into indoor air quality. 
Then you get more sophisticated and get 
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TERRACON SHIFTS 
ACQUISITION AIMS 
FROM GEOGRAPHY 
TOWARDS ENHANCED 
SERVICE CAPABILITY

Despite the lack of large, block-
buster deals in the environmen-
tal consulting and engineering 

(C&E) sector in recent months, deal pace 
has remained high as firms pick up smaller 
pieces to fill gaps in geographic coverage, 
service areas, or client segments. Several 
mid-size firms have made numerous acqui-
sitions over the past year or so, and perhaps 
none has been more active than Terracon 
Consultants, Inc. (Olathe, KS), an en-
vironmental, facilities, geotechnical, and 
materials services firm employing about 
3,000 people at more than 140 offices in 
40 states.

With that kind of geographic coverage, 
Terracon, under its new five-year strategic 
plan, is in the process of shifting its pri-
mary acquisition goal from filling in geo-
graphic gaps to strengthening service lines 
(although extending geographic reach re-
mains a goal). Under the previous strategic 
plan beginning in 2007, the company had 
focused on expanding beyond its Midwest/
Great Plains base into the Southeast, New 
England, and the western United States, 
including California, and was successful in 
achieving that goal.

“We did a lot of acquisitions, and a 
significant number in the Southeast,” says 
Gayle Packer, Terracon’s chief administra-
tive officer. “That was game-changing for 
us.”

Those acquisitions and the more recent 
ones have not been blockbuster deals—the 
kind that double the size of a company 
in one fell swoop—and that’s entirely 
consistent with Terracon’s growth goals. 
“Our goal is to grow between 10 to 20% 

per year,” a range that well suits the man-
agement and financial capacity of an em-
ployee-owned company that wants to stay 
that way, says David Gaboury, Terracon’s 
president and CEO. Growth of less than 
10% annually compromises the ability to 
make the necessary investments in em-
ployee benefits, information technology, 
and other corporate services, he explains, 
while growth of greater than 20%, while 
perfectly acceptable in any given year, puts 
pressure on the ability to manage capital 
and maintain quality if experienced on a 
sustained basis.

“Maybe 20% of each time 
we sign a confidentiality 

agreement, we close a deal.”

Terracon’s acquisitions have thus tend-
ed to be on the smaller side, with the last 
five adding anywhere from seven to about 
75 people each. Of those five, three were 
environmental firms, a service area that 
Terracon is specifically targeting for expan-
sion. Although it operates under a five-year 
strategic plan, Terracon reviews its strategy 
on a yearly basis to be sure it’s on course or 
to make adjustments as needed to ensure 
that the company is matching up well to 
the right market opportunities, and about 
three years ago, “we looked at our environ-
mental service line and saw it to be a place 
of true growth,” says Packer. 

In July, Terracon acquired New Eng-
land EnviroStrategies (Concord, NH), 
a seven-person firm with “a pretty signifi-
cant remediation practice and some bigger 
environmental and industrial experience 
that we didn’t have in the Northeast,” she 
notes. “They also have some pretty impres-
sive GIS capability.”

In June, Terracon had made a heftier 
purchase, 50-employee Dunkelberger 
Engineering & Testing, Inc. (West Palm 
Beach, FL), which was more along the 
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into industrial buildings and not just com-
mercial facilities. So we’ve become more of 
a facility-type of company as well as a site-
type of company.”

ACQUISITION LEADS COMING 
IN THROUGH THE CRACKS

With Terracon known as an acquirer, 
the leads on target companies sometimes 
feel as though “they come in through the 
doors, windows, and cracks,” Packer ob-
serves. The leads that turn out to be most 
successful are those that come from Ter-
racon employees, who through their work 
on projects can gain a good sense of which 
partners might be a good cultural match 
and the right market presence. “We’ve 
rarely found that using a broker works for 

us,” notes Gaboury.

The acquisition campaign is very ac-
tive, with confidentiality agreements with 
upwards of 15 companies at any given 
time. “Maybe 20% of each time we sign a 
confidentiality agreement, we close a deal,” 
Packer estimates. 

The relative weight of the key criteria—
projected earnings, consistency of finan-
cial performance, depth and quality of the 
management team, and “culture”—will 
vary according to the deal and how it fits 
into Terracon’s overall strategic picture, she 
notes. For example, projected earnings may 
be less of a factor than the others because 
Terracon is confident that it can leverage a 
seller’s fundamental capabilities to achieve 

earnings that acquired company might not 
have been able to achieve on its own.

As for the management team, “our goal 
is to have their management become part 
of us,” says Gaboury. “We want them to 
become owners. We don’t bring in our 
managers to run their company.” Getting 
the owners to sign on the dotted line is 
certainly a function of finding the proper 
valuation, he adds, but then “they have to 
get over the idea that, ‘I’m the biggest fish 
in the pond right now, and I’m going to be 
part of a company with 3,000 people—do  
I want that?’”

Gayle Packer emphasizes that Terra-
con does not rely on earnouts in the final 
deal terms. “You have people coming on 
board, and in an earnout situation, they 
are still thinking about themselves rather 
than what can they do for the combined 
company. We want everybody pulling in 
the same direction.”

She also stresses that the due diligence 
team is part of the post-closure integra-
tion team, applying a rigorous approach 
to ensuring that everyone’s questions 
are answered and all the potential “pain 
points” are identified and addressed. And 
information must always be forthcoming. 
“Employees will notice that something is 
going on, and people can come up with 
ideas about what’s happening, and they 
can often be very wrong. We believe there 
should be no surprises at any point in this 
process.”
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That said, “we’re not perfect at this,” 
Packer notes, and “we’re always looking 
at ways to improve.” Part of that process 
means going back even as much as 12 
months after the deal as closed and asking, 
“How did it go? Did we give you the right 
information? Did you get what you need? 
What advice would you give to new em-
ployees.”

Asked whether there is a “get there 
before the other guy” at a time of high 
M&A activity in the engineering industry, 
Gaboury comments, “I don’t feel the pres-
sure to find XYZ company before some-
one else. Part of that is due to our unique 
space, in which the mega-companies aren’t 
as active. But I do feel pressure, in the 
sense that scale matters more and more. 
Our ability to work on major design-build 
projects, and to work with companies that 
want a national footprint, and ultimately 
an international footprint, matters a lot. 

“You can fail if you try to go too fast, 
but there is an urgency to gain scale and 
capabilities.” At the same time, “I’ve been 
in the industry long enough to know that 
people can get over-leveraged in their 
growth campaigns. That points back to 
our targeted growth range, that 10 to 20%. 
That’s where we feel comfortable.” 


