| A IAE
SBUILDINGS

2011 ANNUAL REPORT

=l
G INSTITUTE

DING

THE VOICE OF COMMERCIAL MODULAR CONSTRUCTION™




COMPANY PROFILE:
VIODULAR BUILDING INSTITUTH

Founded in 1983, the Modular Building Institute (MBI) is the only international non-profit trade association serving
the modular construction industry. Members are manufacturers, dealers and contractors of commercial modular
building projects, as well as associates supplying building components, services, and financing.

Members are located in 12 countries around the globe and provide all types of building space, from relocatable buildings
to complex multi-story permanent construction projects. MBI's mission is to grow the industry and its capabilities by
encouraging innovation, quality, and professionalism through communication, education, and recognition.

Each year, MBI hosts World of Modular, the largest gathering of professionals in the modular construction industry.
The next World of Modular will be held March 24-26, 2012 in Orlando, Florida.

For more information about the industry visit, www.modular.org.
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ABOUT THE INDUSTRY:
OMMERC NMODULAR CONSTRUCTION
Commercial modular buildings are non-residential factory-built structures designed to meet federal, provincial,

state and local building codes and in some cases designed to be relocated. The commercial modular building
industry is comprised of two distinct divisions:

Relocatable Buildings — A partially or completely assembled building that complies with applicable codes,
and state requlations, and is constructed in a building manufacturing facility using a modular construction process.

A SOUND INVESTMENT

Relocatable modular buildings are designed to be reused or repurposed multiple times and transported to different KEY MARKETS SERVED

building sites. FINANCIAL DATA & SURVEY RESULTS
Permanent Modular Construction — PMC is an innovative, sustainable construction delivery method 2010 SUMMARY
utilizing offsite, lean manufacturing techniques to prefabricate single or multi-story whole building solutions in

deliverable module sections. PMC buildings are manufactured in a safe, controlled setting and can be constructed DEPRECIATION / RESIDUAL VALUES

of wood, steel, or concrete. PMC modules can be integrated into site built projects or stand alone as a turn-key . STATE ADMINISTRATIVE PROGRAMS
[uti d can be delivered with MEP, fixt d interior finishes in less time, with | te, and high
solution and can be delivered wi xtures and interior finishes in less time, with less waste, and higher CCONOMIC LIFE

quality control compared to projects utilizing only traditional site construction.
REGIONAL DATA

BOARD OF DIRECTORS & MBI STAFF

THIS REPORT FOCUSES ON THE RELOCATABLE BUILDINGS DIVISION IN NORTH AMERICA.




A SOUND

> MBI estimates that there are well over 550,000
code-compliant relocatable buildings in use in North America
today. Public school districts across North America collectively
own and operate about 180,000 relocatable classrooms with
the industry owning and leasing about 120,000 classrooms.

Additionally, the industry owns and leases another 250,000
relocatable buildings for various other business occupancies,
including construction site offices and temporary sales offices.
These units are leased by companies called “dealers” or
“distributors.” Finally, many construction companies own a
fleet of construction offices that move from site to site. These
totals do not include “non-coded” units such as storage and
shipping containers, although these units typically make up
about 15% of a provider’s typical fleet.

The total estimated value of industry owned relocatable
buildings is between $5.5 - $6 billion, with an estimated
annual revenue of $3 billion in North America.

Primarily, four stages make up factory-built construction.
First, design approval by the end user and any requlating
authorities; second, assembly of module components in a
controlled environment; third, transportation of modules to a
final destination; and fourth, erection of modular units to form
a finished building.

Specifications for modular buildings are usually communicated
to a manufacturer directly by a customer or through a dealer.
Dealers, responding to the space requirements of retail
customers, work with customers to order new buildings from
manufacturers and arrange for delivery and installation of the
buildings when construction is complete. Dealers usually offer a
variety of financing and leasing opportunities and range in size
from single, small sales offices with little or no lease fleet to
large, well-capitalized companies with very large fleets.

Modular - manufacturers produce buildings generally in
independent, single-location facilities. Responding to dealer
or customer requests, they generally operate as suppliers of
modular units. Construction primarily occurs indoors away
from harsh weather conditions preventing damage to building
materials and allowing builders to work in comfortable
conditions.

Customers served by relocatable buildings include federal,
state and provincial, and local governments, school boards,
corporations, non-profit organizations, retail establishments,
healthcare providers, as well as individuals, partnerships, and
sole proprietorships. Other uses include medical facilities,
airport facilities, military installations, restaurants, churches,
and remote telecommunications stations.
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ELEMATED LIVING
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Mosaic Homes Display Center
Days to complete: 71

Strada at Mercato
Days to complete: 53
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Some facilities are used as an adjunct to existing buildings, while No other method of construction allows for such rapid The primary difference between permanent construction and relocatable buildings is that in many cases,

others are stand-alone buildings. Flexibility and reutilization are deployment of space. In cases of large scale natural relocatable buildings are not permanently affixed to real estate. This allows for the building to be considered
the hallmarks of relocatable buildings. Unlike structures built disasters, code compliant relocatable buildings can be personal property or equipment and depreciated over a shorter span. While MBI provides a quideline in this
onsite which generally have fixed utilization and occupancy design, deployed within days to provide shelter, medical clinics, appendix, it is important to consult a professional tax advisor on this matter.

relocatable units fulfill a unique function of reutilization that is not and classrooms to help restore a sense of normalcy to a

site-specific. It is not unusual to have a relocatable building serve a community.

wide variety of users during its long life span.

The flexibility of these buildings makes them a secure investment.

During severe economic downturns, these conditions allow lessors Relocatable buildings have been frequently criticized as being less than energy efficient structures in and of
to enjoy cash flows adequate to service debt. This flexibility is further themselves. However, in recent years, many end users are beginning to realize the positive environmental
enhanced by the ability to relocate buildings to more prosperous Given that relocatable buildings are constructed off site in impact relocatable buildings have. The very fact that the building is designed and constructed to be reused
cities or industries as opportunities arise. Certain market segments controlled settings, finding a skilled labor force in remote and relocated at multiple sites eliminates the need to build new structures at each of the subsequent locations
of the industry are counter-cyclical. This is particularly true of locations is less of an issue. From the hottest, driest desert of the relocatable building. In short, one relocatable building moved to ten different locations throughout its
education, prisons, and governmental agencies that want to transfer locations to the coldest, most severe winter climates, life takes the place of the energy required and waste associated with constructing ten separate buildings.
funding for facility needs from capital budgets to operating budgets. relocatable buildings can be utilized anywhere. Relocatable buildings are 100% reusable.

This concept also applies to industries that may want to expand but
are uncertain about the long-term strength of their growth. Budget
driven companies often opt for leased facilities. In such cases,
modular buildings offer benefits and options without long-term
capital commitments.

“The building actually learns over
time from the occupancy patterns and adjusts the ventilation

appropriately. When you walk inside there is an immediate sense that this is a
healthy environment. That’s a good comfort for parents and staff.”

-Peter & Mark Anderson of Anderson Anderson Architecture r ; - Harvard University, Child Care Center
Received Innovation in Green Design Award from USGBCG-MA Chapter for
best in sustainable, replicable and cost effective design and building.
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RELOCATABLE

L 4l | il FDUCATION
In 2010, the uses and sizes of relocatable buildings varied greatly. In MBI’s annual Awards of Distinction competition, relocatable R T S Anoka Middle School for the Arts

building entries ranged from a 600 square foot construction office to a 500,000+ square foot workforce housing facility. Sl T Days to complete: 109

EDUCATION
Relocatable buildings have become a critical factor in managing student demographics and increasing enrollments. Relocatable
classrooms are also ideal for swing space during new construction or renovation. Convenient, flexible, cost-effective temporary
buildings can be delivered and operational in as little as 24 hours. These classrooms are measured for quality and code-compliance
by state or third-party agencies through routine and random inspections, testing, and certification services.

Choose single classrooms or arrange multiple buildings in clusters to create a campus feel. MBI members supply steps, decks, ramps,
and even furniture. Members also offer lease, purchase, and lease-to-purchase financing for a variety of public and private school
needs. These classrooms are sometimes referred to as temporary, portable, or mobile classrooms.

School districts across North America are collectively the largest owners of relocatable classrooms, with about 180,000. California
schools own close to 90,000 units; Texas schools own about 20,000; and Florida owns about 17,000. Typically larger school districts
with high growth are more likely to own the units, which explain why California, Texas and Florida own so many. States like Georgia,

North Carolina, Virginia, and Maryland own and operate about 3,000 each.
GENERAL OFFICE

City Place South Tower
Days to complete: 117

GENERAL OFFICE
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When production demands increase, relocatable buildings can temporarily enlarge a current facility without permanent alterations . g . A o GERAN e
to the site. Because the space is not permanent, many companies are able to expand without the budget approval process necessary
for traditional capital expenses. Relocatable offices can be single- and multi-story buildings configured to include independent
offices, conference rooms, and large open spaces for cubicles or other partition systems. Large and small businesses, as well as local
and state governments, are typical users of relocatable office space.

RETAIL
Earlier occupancy means quicker return on investment. For retail occupancies, this can mean significant cash flow advantages.
Standard floor plans are available for immediate delivery while custom buildings are built to customers” specifications in weeks, not
months. Unique to modular construction is the fact that while buildings are being built in a quality-controlled factory, site work is
occurring at the same time.

Typical retail applications include new home sales centers, banks, golf pro shops, automobile dealerships, college bookstores, and
concession stands. I a client’s emerging business needs are short term, temporary space will accommodate their financial situation, _ b
space requirements, and deadlines. = Ml cmmmem—p : TR N - RETAIL

LUXE Sales Center
Days to complete: 149




HEALTHCARE

Relocatable buildings for healthcare applications are designed and constructed to
uncompromising standards of quality. A customers new clinic, hospital extension,
laboratory, diagnostic center, MRI unit, dentist office, or other medical facility can be
open for business and serving communities in as little as a few days. Is your interest
in serving patients as quickly as possible in the most safe and aesthetically pleasing
environments available? These facilities offer quick, quiet, safe, and clean buildings with
an unlimited choice of interior décor, furniture and equipment leasing.

CONSTRUCTION-SITE & IN-PLANT

Relocatable buildings have theirroots in construction-site trailers, where speed, temporary
space, and relocatability are important. Used as standard field offices, construction-
site and in-plant buildings are available for immediate delivery. Standard construction
is wood, but steel units are available to meet noncombustible requirements. In-plant
buildings are available as single- or two-story units for industrial environments with
noise-reducing insulation and are typically moveable by forklift and include electrical
and communications wiring, heating, air conditioning, and even plumbing.

SECURITY
Relocatable buildings can be custom built for a variety of access and control situations. Toll
booths, tickets sales offices, guard stands, and weigh stations are common applications.
One and two-story wood and steel buildings have straight walls or walls that are tilted
to improve views and reduce glare. MBI members supply a full line of portable storage
containers for either short- or long-term. Heavy-duty storage units feature ground-level
entry with double-swing doors for easy accessibility and are ideal for construction-site
storage, equipment storage, warehousing, record keeping, industrial manufacturers,
retailers, and others.

TELECOMMUNICATIONS, DATA, AND EQUIPMENT CENTERS
Economical and convenient equipment and storage buildings offer onsite protection from
inclement weather and theft. Day in and day out, relocatable buildings offer durability
and strength. Equipment shelters, temporary generator housing, and other applications
are designed and built by MBI members to guard a client’s investment. These buildings
can be as simple as steel containers to units that are heated and air conditioned with
exteriors of brick, stone aggregate, or stucco.

EMERGENCY HOUSING/DISASTER RELIEF
There is simply no other means of providing fast, transitional shelter and basic community
needs following natural disasters than relocatable buildings. Relocatable buildings can
be quickly and efficiently deployed for emergency housing, medical, educational needs,
or to accommodate relief workers.

DATA COLLECTION

RELOCATABLE BUILDINGS

Data for this report was compiled from a variety of sources including a data
prepared survey questionnaire sent to members and non-members in the
industry, public SEC filings, information obtained from state and provincial
modular requlatory agencies, and direct communication with company
leaders.

Of the estimated 370,000 code compliant relocatable buildings owned by
the industry, MBI obtained data from companies owning 286,805 or 77.5%
of the market.
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FINANCIA

SURVEY RESULTS

The relocatable buildings segment tends to track with overall construction and equipment rental activity. An increase in new
construction starts generally means an increase in construction site office rental and transitional or swing space needs during
construction.

FLEET SIZE/COMPOSITION

MBI estimates the number of units available to be leased by the industry in North America at 370,000 units. Despite the data
showing an overall decrease in the total industry fleet of 3.8%, the average dealer participating in this survey added 68 new
units to the fleet in 2010.

Coded Lease Fleets

6% “Other”

32% Classrooms/

5% Retail/ Hospitality
Educational Units

Effective age of lease fleet
(Average is 7 years)

219% General Offices

109% over 10 yrs. 50% 3-7 yrs

.

209% 7-10 yrs.-..

36% Constructidn Site Offices

20% 1-3 yrs.~

FLEET UTILIZATION

Utilization is commonly determined in one of two ways:
1. By dividing the total number of units on lease by the total number of units available to be leased.
2. By dividing the cost of the units on rent by the total cost of the equipment available.

For purposes of this report, method 1 was used. The local economy, geographic markets served, competition, as well as fleet composition
play a major role in fleet utilization.

On average, dealer utilization rates have been flat or decreasing for the past several quarters. At year end 2010, dealers participating in
this survey reported 180,053 of their 286,805 units on lease for an average utilization rate of approximately 62.8%.

For comparison, a peer group consisting of the largest construction equipment rental companies was analyzed and determined to have
an average equipment utilization of 64% for 2010.

Federal Aviation Admin. Training Facility
Days to complete: 285

Cannon Air Force Base Office (34,000 sq. ft.)
Days to complete: 97

L
P

Sunday Creek Lodge (20,676 sq. ft.)
Days to complete: 78

REVENUE

On average, respondents reported a flat to slight decline in revenue from the
previous year end. In most regions, manufacturers’ production figures for
construction of new units held steady compared to 2009 (see appendix).
Revenue per dealer varies significantly, given the fact that some companies
maintain a national/international footprint with multiple branch locations.
Dealers participating in the survey had revenue ranging from $150,000 to in
excess of $700,000,000.

Among the regional dealers with branches in multiple states and territories,
average revenue is in the $30 to $50 million range. Finally, there are numerous
independently owned small dealers with one or two local branches. Typically,
these dealers generate less than $10 million in annual revenues. About 60% of
all inventory of relocatable buildings in North America is controlled by the ten
largest dealers, with 80% controlled by the top 20 largest dealers.

Among all survey respondents, the average annual revenue was $112 million, but

aqain, this included the two largest companies in the industry. Removing this
data from the analysis, the average falls to $31 million.

Dealers generated revenue from the following sources:

Service — 25% ... Leasing activity — 45%

(Transportation, installation,
stairs, ramps, etc.)

Sales —30% -

Sales activity comes from the sale of both new and used buildings. Our survey
has demonstrated year after year that dealers are able to sell their used buildings
between seven and ten years after original purchase for at least 100% of the
original cost. For 2010, dealers reported selling units on average after 8.5 years
at an average sale price to original cost ratio of 1.07:1.

13
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BUSINESS OPERATIONS

In order to recoup the initial capital investment in a unit, a
provider typically needs to have the unit on lease for about
44 months. The average lease term per customer is about 26
months for 2010. Once the initial investment is recouped, it
is not uncommon for a dealer to continue leasing the unit to
recover the investment a second time, and finally sell the unit
(on average after 8.5 years) at an average sales price to original
cost ratio of 101% of the original investment.

Pricing from material suppliers was reported as mixed for 2010,
with 25% reporting a decrease of 1-3%; 37.5% reporting an
increase in pricing of 1-3%; and 19% reporting an increase in
pricing of 4-7%.

When asked about depreciation and residual values of the
lease fleet, responses varied based on condition and capital
improvements to the fleet, market use of the fleet, and the
composition of the types of units in the lease fleet, (construction
offices, classrooms, etc.).

Across all lease fleet product types, dealers reported that the
mean number of years used to depreciate their assets was 16
years. The mean residual value for the unit was 40%. However,
it is not uncommon for industry members to depreciate these
assets over a 20 year period with residual values as high as 50%.

(See appendix for additional information on depreciation and residual values).

o .itis not uncommon for a

~dealer to sell the unit (on

_average after 8.5 years) atan
average sales price to original

cost ratio of 101% of the
original investment.

FORECAST:
The economic life (different than depreciable life) of a leased relocatable building is determined by comparing the total cost of maintaining the Revenue
asset with the income producing capacity over its useful life. Cost includes the initial manufactured cost plus all expenditures for items such as Providers of relocatable buildings generally have a favorable outlook
maintenance and taxes incurred during its life. Income includes lease revenue during the buildings useful life and sale value upon disposition. for 2011, with 28% predicting an increase in revenue of 20% or
Residual value is understood to be the anticipated “value” of the building at the end of the lease. (See sidebar on page 22.) more; 21% indicating an increase of 1-5%; and 28% forecasting flat

revenue for 2011. Only 14% of respondents forecast a decrease in

In general, relocatable buildings, if properly maintained and operated, have useful lives comparable to any other building type. Capital revenue for 2011.
improvements, such as HVAC replacement and roof replacement, are frequently made to these units which can extend their useful lives for

several additional years.

Capital Expenditures
Over half of the providers of relocatable buildings do not expect to

The typical relocatable building will be moved an average of seven times over its life. Again this varies based on the size and type of the unit. For increase their capital expenditures in 2011, while 18% indicate an
example, a smaller building made up of one or two modules may move 12 to 15 times over its life. Construction site offices are good examples anticipated increase of 5-10% and another 18% report an increase
of this. Larger complexes on the other hand may only move three to five times over their life. of greater than 10%.

; FIRST PLACE
= ' Temporary Education under 10,000 sq. ft.
— v .

Green Relocatable Classroom Building
4,800 total sq. ft.

Days to complete: 74
Below: Classroom interior
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2010 SUMMARY

I LU It

e U e

o e R e [0 BRI [ et R - Revenue remained flat in 2010

e | _— - Fleet size decreased 3.8%

Stellte Charter Schoal = _ - Overall utilization at 12/31/10 = 62.8%

5’%&‘1&?2%108 ' - - = : i _ - Effective average age of units in fleet — 7 years
= h E fm— - Average sales price to original cost ratio = 1.01 to 1.

" - (apEx Forecast — Flat to slightly increasing.
- Revenue forecast — Slight increase

STATE LABELING PROGRAMS & MBI SEAL

Arelocatable building is a partially or completely assembled building that complies with applicable codes and state requlations.
But often times it's hard to tell if a building has been inspected and meets the code requirements when it arrives at a new
location.

Given that the construction occurred offsite and without the supervision of the local building code official, several states have

implemented programs to ensure safety and code compliance in relocatable buildings. Typically, a manufacturing facility must

meet state quidelines for quality and safety, the building plans must be approved by a licensed professional, and the building

itself must be inspected by a qualified third party engineer or design professional. After a building has been inspected and

determined to meet all the code requirements, a state label is affixed to demonstrate to local code officials that the building |
has in fact been inspected.

Often times, a dealer will have a building labeled in multiple states to expand the opportunity for future customers. In these
cases, the building must be constructed to meet the requirements of the most stringent state. B

Page 21 lists all statewide programs that oversee relocatable buildings.

P In addition to a state label, customers should also look for and require an

%E«E MBI Seal. This seal indicates that the building was constructed and/or leased
DULAR ey by a member of the trade association who subscribes to the industry’s code

BUILDING INSTITUTE standaeds of 1 1
Consumer Holing: P isssional e, of ethics. The MBI Seal also has a toll free hot line for the owner to call with
st reiibreivis 141469 any issues or concerns about the building. The MBI Seal does not ensure
compliance to any codes, but does give the owner peace of mind about the

integrity of the supplier.

;. H. .. I - 4 - - =
Super Executive Workforce Housing

Days to complete: 92
Interior & Exterior View
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Dearcroft Montessori
Days to complete: 42

18

N

-

DEPRECIATION & RESIDUAL VALUES

The mean annual depreciation has ranged between 5% to 6% for the last several years.

While there is no specific IRS ruling pertaining to depreciation of modular buildings, the following are intended to
be general guidelines:

Always consult a professional tax advisor
Visit the IRS Web site for additional resources: www.irs.gov/publications/p946/index.html

The determination as to which depreciation recovery period to apply to the
building is based upon whether the property is considered real or personal.

Generally speaking, the buildings (modular units) alone do qualify for a
faster depreciation than real property. However, once affixed to a foundation,
the decision as to whether the property is real or personal (temporary or
permanent) falls within the jurisdiction of the local code official.

To help determine if a property is considered real (permanent, not intended
to be moved), consider the following:

The question of real vs. personal can be answered by both investigating the
original building design and a term called inherent permanency. Inherent
permanency is a definition that addresses the question of “Is this structure
designed and intended for permanent use?” This issue is relevant, as nearly
any structure can be moved. The question of inherent permanence asks at
what point you can consider a structure easily movable and when is it not
easily relocatable or reasonably achievable.

Utilizing the six-way test that was established in
the Federal court cases of Whiteco and further
used extensively in the Fox Photo case (a modular
commercial structure), the courts recommend that it
be viewed under the six-way test as established in the
Whiteco case:

1. Is the property capable of being moved
and has it in fact been moved? To facilitate off- =
site construction, modular construction requires the

manufacture and transport of sectional units from the

factory to another site where they will be connected

together. The practice of assembly and disassembly of modular units is an everyday industry occurrence. The modular units are designed
to be legally transported from the factory over the public highway before use, therefore, reuse after disassembly is commonplace in
practice and intended. Further, under contractual obligation, typically the structure must be removed at the termination of the contract
or when needed. This most likely will not be the case for on-site constructed facilities.

2. Is the property designed or constructed to remain permanently in place? Non-residential modular construction typically
is designed and manufactured to be readily relocatable. Foundation systems that are used by modular structures are a function of
compliance with locally prescribed model construction codes to support the structure. Depending on the prevailing local construction
codes, foundation systems, not the structure, may or may not be sedentary or appear to be permanent.

For buildings leased, the term of the average original operating lease contract is, typically less than five years. At the termination of the
lease, the structure must be removed from the site, relocated, and then would be utilized at another site.

Since the structure’s modular units are initially intrinsically designed to be transported for highway movement from the factory to the
first site, these structural units maintain their transportability for secondary and subsequent moves. For these secondary moves, the act
of disassembly typically does not substantially damage these sectional modular units. Additionally, it is common that once the modular
units are removed, many of these units may be inventoried, re-configured, and reused at other sites.

3. Are there circumstances that show that the property may or will be moved? The term of the lease or the use of the
structure dictates the removal of the modular sections. At the termination of the lease or use, lessor or user is required to disassemble
and transport each of the modular section to another site or return to inventory for re-use at a later time.

Since these structures are initially constructed in a remote factory, this design allows an industry-wide marketing application of short
use of the structure in one location and the ready relocation to another site. This practice is prevalent in the educational, office, airport,
institutional, restaurant, correctional, and medical facilities” markets, among others.

Since these structures have been transported over public highways at least once, the ability exists universally to disassemble and re-
transport sectional units with minimal costs for permits and transit. The fees to obtain local disassembly permits are nominal in cost
as well.

19



4.How substantial ajob is removal of the property, and how time consuming?
The job of removing the modular sections of the structures is facilitated by the very initial

design and manufacture of the sectional units. Because of the inherent sectional design,
disassembly time is minimal. Typical of costs, including time consumed and materials for
disassembly and removal are less than 20% of the replacement costs of the total structure.

HUD= Federal HUD Code manufactured housing
MH = Residential modular homes

PMC = Commercial permanent modular construction
RB = Commercial relocatable buildings

in determination of appropriate systems. Typically, the termination of real or personal
property is not one of the factors in the selection of foundation systems.

(Canada - Alberta

Municipal Affairs

! States with Programs Agency Applies to:
_ Typical disassembly time is less than the time spent in the initial assembly. Typical removal Alabama Manufactured Housing Commission HUD, MH, RB,PMC
- i ap includes disassembly and transportation to another site or to storage. Once in storage, the Arizona Dept of Building and Fire Safety/Office of Mfg Housing HUD, MH, RB,PMC
- i | sectional units may again be transported and reassembled or reconfigured to suit the California Housing & Community Development/Factory Built Housing MH,RB,PMC
needs of the next lessee or owner. It is common industry practice to inventory sectional Colorado Division of Housing HUD, MH, RB,PMC
— i units, and re-configure on a site, as directed by the lessee of owner. Florida Dept of Community Affairs/Manufactured (Modular) Bldgs Program  MH, RB,PMC
Georgia Dept of Community Affairs/Industrialized Buildings Program MH, RB,PMC
A‘: — — The question of cost, time and intrinsic design provide the contrast between readily EL Division of Building Safety/Modular Buildings MH, RB,PMC
i‘l P relocatable and improbability and costly relocation of a structure. lllinois Dept of Public Health HUD, MH, RB, PMC
Indiana Dept of Homeland Sec ./Industrialized Building Systems MH, RB, PMC
= ﬂ 5. How much damage will the property sustain upon removal? Since these lowa State Fire Marshal MH,RB,PMC
sectional units are inherently designed, manufactured, and transported in sectional Louisiana State Fire Marshal RB,PMC
format for site coupling, these units suffer minimal damage during disassembly. Typically Kentucky Department of Housing HUD, MH, RB,PMC
disassembly and removal damage is less than 10% of replacement costs to the property. Maryland Housing & Community Development HUD, MH,RB,PMC
| Once disassembled and transported, each sectional unit is capable of being readily re- Massachusetts Manufactured Building Program MH, RB,PMC
used in another application or site. Michigan Bureau of Construction Codes HUD, MH, RB,PMC
Minnesota Dept of Labor & Industry (1BC) MH, RB,PMC
Site restoration costs are minimal after removal, and are usually addressed in contract Missouri Public Service Commission HUD, MH, RB,PMC
language; therefore the intent to remove the structure is an integral part of the design Montana Department of Labor & Industry MH, RB,PMC
'“T;ef;(ifé'teamfa?eag’g%g and application. Contract leases typically specify that the structure is personal property in Nevada Department of Business & Industry HUD, MH, RB,PMC
finite land and structure leases. New Mexico Construction Industry Codes Div MH, RB,PMC
New Hampshire State Fire Marshal HUD, MH, RB,PMC
6. What is the manner of affixation to the property to the land? for the New Jersey Bureau of Code Services (IBC) MH, RB,PMC
non-residential modular industry, the manner of affixation to the property is typically New York Department of State HUD, MH, RB,PMC
determined by local prevailing model construction codes. The manner of affixation to the North Carolina Dept of Insurance HUD, MH, RB,PMC
site is not an indication of intent of permanence, rather it is commonplace, as most states North Dakota Dept of Commerce (IBC) MH, RB,PMC
have a preemptive state-wide construction code for the structure, and local agencies Ohio Building Codes MH, RB,PMC
determine appropriate foundation, utility, and land use issues. Oregon Building Codes Division HUD, MH, RB,PMC
Pennsylvania Dept of Community and Economic Development MH, RB,PMC
The affixation between the structure and the foundation system can be varied. With pier Rhode Island State Building Commissioner (1BC) MH, RB,PMC
and pad systems, it is gravity or bolted systems or tack-welded systems. The attachment South Carolina Dept of Labor HUD, MH, RB.PMC
to the foundation is determined by structural requirements and not by intention of Tennessee Dept of Commerce and Insurance MH, RB. PMC
permanence. Typical foundation systems used in conjunction with modular units allow Texas Industrialized Housing RB,PMC
for ready return to pre-installation status with little or minor site reconstruction costs. Virginia Housing & Community Development MH, RB,PMC
Foundation selection factors include wind, seismic, support, use, and access requirements Washington Department of Labor & Industry HUD, MH, RB.PMC

RB



OF A RELOCATABLE MODULAR BUILDING

22

—> MBI estimates that there are well over 550,000

code-compliant relocatable buildings in use in North
America today. While it is impossible to determine
the exact amount owned by the public at large, MBI
estimates that public school districts across North America
collectively own and operate about 180,000 relocatable
classrooms with the industry owning and leasing an
additional 120,000. Additionally, the industry owns and
leases approximately 250,000 relocatable buildings for
various other business occupancies, including construction
site offices and temporary sales offices.

There has been much misinformation and negative press
surrounding the quality and durability of relocatable
buildings. Much of this stems from the so-called “FEMA-
trailers” misused in the aftermath of Hurricane Katrina.
FEMA purchased large quantities of recreational vehicles
and travel trailers primarily as “interim housing” solutions.
These units were not designed, constructed or intended
for long term residential occupancy.

Relocatable buildings are defined as: An offsite
manufactured building, built to applicable codes at the
time of construction, designed and constructed to be
efficiently and repeatedly transported, installed, reused or
re-purposed in whole or in part at future building sites.

The durability of a relocatable buildings is a result of many
factors including:
* Initial design
*  Quality of building components and materials
Applicable code in effect at the time of
construction
*  Quality and workmanship of initial construction
«  Proper transportation and installation
«  Proper operation and on-going maintenance
Number of times the building is disassembled,
relocated and reinstalled
Adverse climate/weather conditions

Givenall of these variables, itisimpossible to say definitively
that a relocatable building will last x number of years.
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However, historical data has demonstrated that relocatable
buildings continue to generate revenue for their owners
for 20, 30, and even 40 plus years.

From an investment and cash flow perspective, there
are several factors to consider in the economic life of a
relocatable building including:

* Initial cost of the building

*  Transportation and set up costs

Annual operating expense

Annual maintenance costs

Possible capital improvements/upgrades

»  (osts to disassemble, relocate and reassemble
* Annual lease or rental income

*  Residual value at the end of useful life

»  "Disposal” or reuse, restocking cost

Inspirada Information Center

Days to complete: 43
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Given the number of variables associated with
determining the economic life of relocatable buildings,
MBI through its foundation the Modular Building
Institute Educational Foundation, has undertaken a
research initiative that will analyze historical data from
thousands of relocatable buildings. From this research
we hope to be able to demonstrate that, with proper
maintenance and operations, a relocatable building can
be a sound investment for the long term.

The results of this research are anticipated to be
published in the Fall of 2011.
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Executive Housing, Drilling Camp
Days to complete: 36
Interior (Below)

NORTH AMERICA

In North America, commercial modular manufacturers are “clustered” in various regions.
While manufacturers can be based anywhere, there are five major hubs for the industry:

o Alberta, CN
 Southern California
o Texas
 Northern Indiana

* Southern Georgia

Additionally, there are smaller manufacturing clusters in Pennsylvania, Florida, North Carolina,
Arizona and the Pacific Northwest. For the most part, production in each region held fairly

steady for 2010 compared to 2009,

Manufacturers typically can ship units within a 500 mile radius of their plant and remain
competitive with stick built construction. Transportation costs and competition within the

RELOCATABLE

modular industry generally prohibit a much further service area.

The chart below shows the number of state labels issued (one for each module manufactured

for use in the state).

APPENDIX

SELECTED REGIONAL LABEL REPORT

Region 2005 2006 2007 2008 2009 2010
Maryland 2636 2422 2739 1538 602 777
Industrialized Building Commission 3,603 3,275 3210 2,520 867 763
(NJ, RI, MN, ND)

Texas 4390 5099 5745 4234 2136 2143
Washington 1131 765 121 727 N/A 410
California (HCD) 4643 5285 4025 2733 1,749 1557
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2011 MBI Sponsors

MBI sponsors are commercial modular construction leaders who
align themselves with MBI in a collaborative effort to promote the
industry, educate participants within the industry, and ensure a
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positive and ethical business environment throughout the industry. Spaee
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