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“*You can never plan the future
by the past”

—Edmund Burke, political philosopher (1729-1797)
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“A thing long expected takes the
form of the unexpected when
at last it comes.”

—Mark Twalin
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EMI

What will construction demand be In the next
5 years? 10 years?

What are you an expert at building?
Is there a demand?

How do you find construction opportunities?

How do you get in the way of the money?

Where are you going, and do you have the
team to get you there?
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It’s a dogfight
We are at the bottom In most sectors

There are bright spots

‘wenty percent of our clients are growing

t

nrough the recession
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of GDP
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Construction Unemployment Rates
1951-2010
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Source: U.S. Department of Labor



Contractor Pre-Tax Return on Sales
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Source: Risk Management Associates, Philadelphia, PA
Annual Statement Studies 1985-2009

Recession Periods Are Shaded Red
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Credit/liquidity crisis

Housing/mortgage depression
Commodity price fluctuations
Declining dollar

Recession is it really over?
Bulging Federal deficit

Tax increases on the horizon?

10



© FMI Corporation 2010

) *

Inflation? How much? When?
High unemployment
State budget problems

Most significant recession since the Great
Depression
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Things are never as bad as the media predicts
The best of times follow the worst of times

What you do in hard times will result in greater
rewards than what you had in the good times
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onstruction Put In Place

Estimated for The United States

Millions of Current Dollars
4th Quarter 2010

RESIDENTIAL BUILDINGS
Single Family

Multi Family

Improvements*

Total Residential
NONRESIDENTIAL BUILDINGS
Lodging

Office

Commercial

Health Care

Educational

Religious

Public Safety

Amusement and Recreation
Transportation

Communication

Manufacturing

Total Nonresidential Buildings
NONBUILDING STRUCTURES
Power

Highway and Street

Sewage and Waste Disposal
Water Supply

Conservation and Development
Total Nonbuilding Structures
Total Put in Place

4%

201d 2011
o% 15%0
-339% 5%
8% 5%
-194 9%
-439 -195
-299%1 -2%
-28% -59%90
0%o 1%
-7% 2%
-69 195
-89 1%
% 2%
4% 3%
-49 5%
-28% -19%
-1594 -2%
-19 5%
2%0 2%
1%
39 3%
2% 10%
2% 4%
-7% 3%

2012

21%
28%
4%
14%

7%0

5%
5%
9%
6%

3%o
3%

4%
6%

5%
-2%
5%

9%06

5%
5%

6%
4%
7%
8%

2013

25%
15%0
4%

15%

7%

6%0
6%
11%
8%

2%
4%

4%

7%

6%
7%
7%

10%

5%
6%0

7%
4%
7%

10%

2014

17%
10%
5%
12%

8%
620
8%
13%
9%
4%
5%

7%

9%

6%0
8%
9%

13%

5%
6%0

8%
3%
9%

10%

20

15

9
6%
11%

8
3%
9%

10%

15

b0

D0

%6

3%

%
D0
%
7%
%
%

%0

190
6%

%

*Improvements include additions, alterations and major replacements. It does not include maintenance and repairs.
Source: Building permits, Construction Put in Place and trade sources. This report is based on multiple sources, prepared and believed accurate by FMI, but accuracy is

not guaranteed by FMI nor by its employees.
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Stock market is up

GDP growing for over a year
Job creation up, losses stable
Manufacturing utilization up
State/local tax revenues up
Credit markets recovering
ISM Services up
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AlA Billings Index trending up 54.2 (Dec)
highest since Dec 2007 (inquiries over 60)

FMI NRCI at 60.8 for Q1 2011
Over 40% of stimulus money unspent

Trillions of corporate and personal cash
reserved

Housing prices bottoming
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NRCI Score
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FMI Nonresidential Construction Index (NRCI) Scores
Since Inception of NRCI: Q4, 2007 to Q1, 2011
(Scores above 50 indicate expansion, below 50 indicate contraction.)
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Source: Industrial Info Resources
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“The manufacturing plant of the future

Wi
T

| be staffed by a man and a dog.
ne man is there to feed the dog.

T

ne dog Is there to keep the man

from touching the equipment.”
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Demographics

Politics/societal demands: Environment
Consumer demand

Economic growth: Domestic and global
Technology advances

Infrastructure needs

Energy demands

Security concerns/safety

Affluence

© FMI Corporation 2010

19



# %"

States Ranked by Percent Change in Population
2000-2030
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Ten megapolitan areas will have populations of at
least 10 million each by 2040.
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Nontraditional and single- Non-Family Households

person households will 1980 26.2%
increase. This trend has been 1990 29.2%
exacerbated by the recent 2000 31.2%
recession. T o

Forecasted Population Growth 2010-2015

Growth of the elderly will

outpace the growth of working- 4.6% 3.6%

age persons, elderly groups are 5.1% 16.4%

the fastest growing segments. 0.2% 9.4%

0.6% 32.1%

e Increased net immigration. 3.3% 4.9%

» Eighty-eight percent of the U.S. population growth will occur in the South and
West, between 2000 and 2030.

 FL, CA, and TX will account for 46 percent of total U.S. population growth.



Market

Driver

Power

Energy

Water
Environmental
Telecommunications
Healthcare
Residential
Transportation
DOD/Public Safety

Education

© FMI Corporation 2010

Demographics/environmental/infrastructure
Politics/environment/economic growth
Demographics/infrastructure/environment
Politics/environment

Technology/consumer demand

Demographics/consumer demand/politics

Demographics/economic growth
Infrastructure/demographics
Security/politics

Demographics/infrastructure
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We recommend you match your core
competencies, capital available and risk profile
with the market opportunities.
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What is your capital structure? Can you invest or are
you just hanging on? Capital will drive strategy
alternatives.

|s waiting for your market to return a viable strategy?

What is the depth of your staff? Has it stagnated due
to lower sales volumes and less opportunity for
promotion?

What is your external focus beyond current customers
and current projects?

Who will lead you into new opportunities?

Do you have the people to match future market
needs?
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Turtle

Bird Dog
Lion

“I have had it!”
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Transaction activity up due to

Need for diversification into new sectors or geographic markets
Sellers need to join bigger players to compete

Succession issues/protect nest egg

Distress situations

Continued international penetration into U.S. (Euro to $)

Niche markets with good margins

Service integration

Private equity slowed due to

Credit constraints
Waiting for bottom
Bonding issues
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Healthcare

Hospital/MOB
Pharmaceutical/biotech
Assisted living

Infrastructure

Transportation
Water
Technology
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Federal agencies
DOD
GSA
DOE

PPP

Scale
D/B/F/IO

Data centers
Technology driven
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Energy
Renewables

T&D

Power generation
Energy efficiency

U.S./Canada

Europe
Japan/China/India/Korea
Concessions
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Geographic targets
Texas

West Coast

Greater New York
Washington D.C.

Large mechanical/electrical

Naturally diversified
An integrated model?
With GCs a vertically integrated model
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The successful construction company will

... be a great relationship builder across interdisciplinary
teams and will have a deep understanding of process
design.

... be innovative, technology-savvy and quick to react to
change.

... have the ability to drive effective processes and place a
high emphasis on project control and financial metrics.
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The successful construction company will

... be a leader in sustainable business practices and will
know how to attract bright individuals from outside the
Industry.

... have knowledge of alternative funding sources and will
be well connected with the financial and political
community.

... have strong connections with local suppliers to ensure
materials at “best price.”
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Richard Dutmer, Principal

Rick Dutmer is a principal for FMI Capital Advisors, Inc,
Investment Bankers to the Engineering and Construction
Industry. He specializes in mergers and acquisitions and
internal stock transfer planning for contractors. Rick’s
previous FMI positions included Consulting Group Director
and Managing Director, Research Services Group.

Since 1988, Rick has worked with a variety of general
contractors, subcontractors, engineers, architects and
owners. As a sought-after speaker, Rick has worked with
the ABC, AGC, NECA, MCAA and many other national
and international organizations

Rick earned a bachelor of business administration degree
in marketing from lowa State University and a master of
business administration degree with a concentration in
finance from the University of Colorado at Boulder.

He is also a committee member with the Beavers
organization and an active member of FMI's Low Bidders

group.
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210 University Boulevard
Suite 800

Denver, CO 80206

Tel: 303.398.7207

Fax: 303.3398.7291

E-mail: rdutmer@fminet.com
Website: www.fminet.com
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Founded in 1953 by Dr. Emol A. Fails, FMI provides management
consulting and investment banking for the worldwide construction
industry.

FMI delivers innovative, customized solutions to contractors;
construction materials producers; manufacturers and suppliers of
building materials and construction equipment; facility owners,
managers and developers; engineers and architects; surety
companies; and industry trade associations.

FMI's experienced professionals assist businesses with strategic
planning, leader and organizational development, business
development, research, mergers and acquisitions, peer groups,
private equity placement, project execution and training.
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