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INTRODUCTION

In June 2007, Ted Reiff, co-founder and president of The ReUse People (TRP), sat in his
warehouse cubicle and pondered over the future of his nonprofit organization. He had just
watched a truck unload a beautiful hardwood floor that his organization had salvaged,
and he felt proud that he had been able to save such pristine materials from an untimely

and unnecessary landfill grave.

According to its Web site at the time, “The ReUse People reduces the solid waste stream
and changes the way the built environment is renewed by salvaging building materials
and distributing them for reuse.” In other words, TRP specialized in deconstruction, the
process of dismantling a building and salvaging the materials. It was at a critical juncture
in its growth. Thus far, it had offered services spanning the entire deconstruction value
chain: deconstruction, logistics, and retail. The company’s warehouse in Oakland,
California, which was used for storage and retail sales, was nearing capacity. TRP had
more deconstruction jobs than it could handle, and it was shipping salvaged material
across the United States and into Mexico. With such high levels of demand, the TRP
board of directors knew that it should grow the organization, but the members didn’t

agree about how to do so.

! This case was prepared by William G. Powell (MBA, 2006) and Professor Charles Corbett, with
assistance from Kate Winegar, as a basis for classroom discussion rather than to illustrate either effective or
ineffective handling of an administrative situation. This version has been modified for publication on the
TRP Web site.

% The ReUse People’s Web site, “News Room,” http://www.thereusepeople.org/NewsRoom/ (accessed
December 31, 2007).
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Some company managers argued that TRP should become the leading deconstruction
contractor by entering new cities, hiring its own deconstruction crews, and operating its
own warehouses. TRP’s profit margins on deconstruction jobs were very high, and
supporters of this view felt that TRP should raise the funds for expansion into one new
city at a time and focus on profit margins. Other managers believed that an early mover
advantage would be critical for TRP’s success, and that the company should become a
leading authority on deconstruction by training and certifying other demolition
contractors in deconstruction. The differences had large implications for the organization,
how it was run, and how it fulfilled its mission. If the organization chose to focus on
growing as a deconstruction contractor, it would have to open new warehouses, hire staff,
and compete with local demolition contractors. If it chose to begin certifying demolition

contractors, it would have to focus on training and evangelism.

Reiff saw the merit in both strategies, but was unsure which to pursue. Ultimately he
would be responsible for leading the organization down whichever path he and the board
of directors chose, and with an important board meeting coming up, he knew that the

decision would be made fairly soon.

COMPANY BEGINNINGS

Ted Reiff

Ted Reiff was a serial entrepreneur who had started companies in four different industries
throughout his career. A graduate of Ohio State University with a major in business, he
began his career working for the data processing consulting firm Management Horizons.
When PricewaterhouseCoopers acquired Management Horizons, Reiff took an
entrepreneurial position at Raytheon, and later started his own investment bank in San
Diego focusing on biotechnology, artificial intelligence, and defense technology. When
the investment bank did not perform to his liking, he closed the San Diego location and

started a similar bank in Mexico City. He returned to the United States in 1993.
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In early 1993, Reiff gave a lecture on U.S.-Mexican joint ventures to contractors in
Tijuana, Mexico. At that event, Judy Bishop saw him speak. Bishop was working on a
relief effort for the victims of flooding in northwestern Mexico where an estimated
10,000 people had fled their homes. Bishop spoke to Reiff after his lecture and asked for
help in sending building materials across the U.S.-Mexican border to help rebuild the
thousands of flood-damaged homes. Bishop and Reiff collaborated and convinced the
city councils of San Diego and Tijuana to allow a shipment of building materials to cross
the border without tariffs. By April 1993, Bishop organized a shipment of 400 tons of
donated building materials from San Diego to Tijuana. According to Reiff, this was the

largest private donation that had ever occurred between the two countries.

The success of the donation spurred Reiff and Bishop to continue to collaborate. Reiff
wrote a business plan for the resale of building materials to Mexican contractors. The
business plan originally called for the organization to be a for-profit enterprise, but
difficulty in fundraising persuaded Reiff and Bishop to incorporate as a nonprofit. Bishop
and Reiff were very excited about their business idea, but nonprofit incorporation was a
lengthy process, and they did not want to wait the year it would take for the government
to register their organization. In the process of discussing the difficulties of incorporating
a nonprofit with his friends, Bishop found out that one friend had a registered, but non-
operational nonprofit. Since the friend had already paid for the registration and was
recognized by the government as having 501(c)3 tax status, Reiff took over the nonprofit
and changed its name to The ReUse People. While their original plan called for a profit-
generating revenue stream, the rewritten nonprofit business plan incentivized building-

materials donors with a tax-deductible donation.

Reiff had strong opinions about the role of an entrepreneur in the early stages of growing
an organization. A fervent believer in planning, he carefully crafted the TRP business
plan and mission statement to ensure relevancy for several years. It was important to
Reiff that he and his managers made decisions according to the agreed-upon plan. He
also instilled in his employees the need to be salespeople: “Each employee’s number-one

Copyright © 2009 by the UC Regents. All rights reserved. 3



The ReUse People

priority on a daily basis should be to sell people on The ReUse People’s mission.” Sales,
Reiff argued, would lead to top-line revenue growth—nhis second priority after selling.

TRP’s Early Days

TRP’s first materials donor was Home Depot. Home Depot retail locations had a liberal
merchandise returns policy, but they often had difficulty reselling returned items and
discarded those that did not sell quickly. TRP began taking these discarded items and
shipping them to Mexico where they would be reused. In return, Home Depot received a
tax deduction for the donation. Shortly thereafter, TRP began deconstructing homes in

San Diego.

Recognizing that there was a larger market and more sympathetic municipal governments
in northern California, Reiff moved TRP to Alameda County, across the bay from San
Francisco. TRP received a grant to open its first retail warehouse to sell its salvaged
materials, and opened the lot to the public in 2000. By mid-2000, TRP offered, according
to Reiff, the industry’s most comprehensive set of services related to deconstruction and
materials reuse in the country. No other organization at the time offered deconstruction

services, shipping and logistics, and retail.

COMPANY OPERATIONS

The Deconstruction Process

Based in a warehouse in Oakland, California, TRP began its service cycle with an
estimate of a deconstruction job opportunity. The company often competed against
demolition contractors, so its salespeople had to educate the homeowner and the general

contractor about deconstruction, its environmental impact, and its financial benefits.
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Demolition was the traditional method of tearing down a building. It took one to two days
to tear down a typical residence, and required a bulldozer or excavator and a crew
equipped with sledgehammers. By contrast, deconstruction took longer, was more
organized, required more people, and created much less waste. Despites its benefits,
however, deconstruction could cost the homeowner two to three times as much as
demolition. (Exhibit 1 contains information about the financial benefits of deconstruction
versus demolition.) At the time, the average cost of deconstruction in the Bay Area was

$12 per square foot.

Most residential deconstruction firms were incorporated as nonprofits, allowing the
homeowner to gain a tax advantage from donating the salvaged materials. This tax
advantage outweighed the higher cost of deconstruction services. A deconstruction team
could often salvage $80,000-$100,000 of materials and appliances from a larger home, as
shown in Exhibit 2. Depending on his or her tax bracket, the average homeowner could
earn about 30% of the value of the donated salvaged materials. In addition, homeowners
who chose to demolish their homes also had to pay a landfill fee, which was about $60-
$80 per ton in the Bay Area.® A typical project for TRP would be a 2,500 square foot
residence, but they had done projects as large as 500,000 square feet. Two particularly
large projects were the sets of the film sequels The Matrix 2 and 3, and the deconstruction
of the Dayview Terrace complex in National City in San Diego County. The latter
consisted of 618 living units, of 750 square feet each, and some other buildings.
Deconstruction had been planned to take two years, but in the event only two months
were available; Reiff recalls how they were able to salvage all the doors and other key

parts, despite being practically chased around the site by the bulldozers.

TRP’s main hurdle in selling services to homeowners was the cost of the deconstruction,
which was much higher than demolition. It simply took longer for TRP salespeople to
educate homeowners and general contractors about the financial and environmental

benefits of deconstruction. Reiff argued that there would be an inflection point at some

® Bob Falk and Brad Guy, Unbuilding: Salvaging the Architectural Treasures of Unwanted Houses
(Newtown, CT: The Taunton Press, 2007), 12. “A simple raised wood-floor, wood-framed older house can
weigh 50 Ib. per sg. ft. A 1,500-sq.-ft. light wood-frame building can therefore weigh more than 37 tons or
the volume of about three 40-cu.-yd. container loads.”
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time in the future when the cost of deconstruction would be surpassed by the cost of
demolition. The financial incentive for homeowners to choose deconstruction over
demolition would be a straightforward calculation that did not require estimations of tax
breaks to offset higher direct fees. When this occurred, TRP and others would have the

option of changing their tax status from nonprofit to for-profit.

Successful deconstruction required careful planning and preparation. Assessing whether
deconstruction could be performed safely was a first and critical step. Some buildings
were not suitable, either due to insurmountable structural deficiencies or an excess of
hazardous materials. Wood structures were the most suitable for deconstruction, as steel
and concrete were more likely to be recycled than reused.” If deconstruction appeared
feasible, a walk-through yielded an inventory of materials, and the contractor needed to

decide which to salvage.

Once TRP’s estimate was complete, the homeowners hired a third-party specialist to
appraise the value of the materials that would be salvaged. (Exhibit 2 contains examples
of appraised values of materials salvaged from TRP deconstruction projects.) This
appraisal later served as the dollar amount the donating homeowners could deduct from
their taxes that year. If anything happened to the materials after they were donated (rain
damage, for example), TRP assumed all liability and the homeowner could still declare

the original appraised value for tax purposes.

Once a deal with a homeowner was finalized, a TRP area manager walked through the
house with a voice recorder, placing numbered stickers on items he thought were
salvageable. Arthur Renaud, the area manager for West Los Angeles, explained that this
recorded information was turned into an inventory list, which included all the items, their
numbers, and corresponding descriptions. Each worksite had a binder that described the
steps TRP expected the crew to follow, and in which sequence. Some crews did not
adhere to the precise schedule, but as long as the end result was good, Renaud did not

mind.

* Falk and Guy, Unbuilding: Salvaging the Architectural Treasures of Unwanted Houses. This paragraph
draws heavily from this reference.
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The deconstruction process took TRP 10 to 20 days to complete, and varied according to
the size of the home and the number of crew members on the job. The crew began with
the home interior, removing cabinets, lighting, and other cosmetic details. The roofing
was then dismantled, followed by the sheathing, rafters, and ceiling of the home. Finally,
the wall coverings, siding, and the studs, flooring, and floor joists were removed. The
crew spent the last few days cleaning up the site and loading the trucks to tow away the
salvaged materials. They hauled debris separately to a materials-recovery facility or
landfill.

Before deconstruction started the contractor decided where and how to store the salvaged
material and debris. Because many items were worth much more as a set than
individually (e.g., doorknobs, kitchen cabinets, vintage lighting fixtures, hardwood floors,
etc.), and pristine items were more valuable than damaged ones, careful storage during
the deconstruction process was critical. Every time items were moved they risked being
damaged or separated, so preparing a plan before deconstruction started helped to avoid

costly and time-consuming movements later in the process.”

Renaud stressed the importance of keeping a clean workplace, as “it represents us.” This
included staging the salvaged materials carefully, so they could be loaded quickly and
correctly. Needless to say, this had to be done without damaging the materials. If a
deconstruction crew seemed to be causing too much breakage, Renaud reminded them of
the importance of proceeding carefully.

TRP had a few deconstruction crews of its own, but for most projects it worked with
traditional demolition companies with which it had close relationships. On such projects,
the demolition crews operated according to TRP’s guidelines, and were trained and
closely monitored by TRP. Reiff was also exploring an arrangement with the California
Conservation Corps, under which TRP would train young adults working with the CCC

in deconstruction, after which the CCC would have licensed deconstruction crews in their

® Falk and Guy, Unbuilding: Salvaging the Architectural Treasures of Unwanted Houses, p. 108. This page
gives sample site layouts for different configurations of the house and the lot.
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midst. Reiff saw this as a way to combine environmental and social goals, as such an
arrangement would provide young adults with the skills needed for other jobs they might

take upon leaving the CCC, including exposure to an actual workplace.

Logistics

From the very beginning, Reiff saw logistics as the key to successful deconstruction. “No
contractor in the world likes to throw something away; they just don’t know what to do
with it.” Sometimes there were stores for salvaged materials, but they did not take
everything that a contractor saved, and even big stores filled up during the peak summer
season so they simply could not accept any more materials. Reiff’s goal was to open
multiple warehouses so they could move materials to where they were in demand, and to
be able to tell everybody that “we’ll never be full, you bring your stuff to us and we’ll
find a home for it.” Shipping materials between TRP’s warehouses was not cheap; Reiff
noted that once they started doing this they no longer made money, but they did not lose
money either. He gave the example of hollow core doors, which were widely used, but
nobody wanted to reuse them. TRP removed the doorknobs and hinges, which “we can
sell all day long,” and stacked the doors in a semi-trailer. The company then sent them to
Mexico, where they sold them for a dollar a door, enough to cover the freight. “What’s
important,” says Reiff, “is that we’re keeping a very low-value, high-volume item out of
landfill.”

Retail Operations

After performing a residential deconstruction, TRP either shipped the salvaged materials
to a prearranged buyer or to its warehouse. Prearranged orders came from a variety of
sources: TRP consistently received orders from Mexican contractors for lumber and raw
materials; and it had a standing order for all high-quality lumber from a specialty-

furniture manufacturer based in Berkeley, California called The Wooden Duck. Reiff
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estimated that the average shipping costs were 1.0-1.5% of the total appraised value of
the salvaged materials.

The warehouse was open to the public, and a mix of contractors and consumers shopped
its aisles. The majority of the materials that reached its warehouse was sold within two
months, and many items were donated to other local nonprofit organizations or sent to
Mexico for the cost of shipping. Because TRP priced materials to move quickly, and
donated a lot to local nonprofits, there was no connection between appraised value and

sales price. Even some warehouse items sold for as little as 5% of their appraised values.

At the rate TRP sold items through retail, Reiff estimated that the warehouse could hold
materials from about seven deconstruction jobs per month. TRP needed resources from
three to five deconstruction jobs per month in order to cover all warehouse costs,
including rent ($0.50 per square foot), personnel, and utilities. The TRP warehouse in

Oakland had historically generated a 20% operating profit margin.

Marketing

TRP did not invest much money in marketing. The organization instead relied on word-
of-mouth referrals, fliers posted near its warehouse, and its Web site. Reiff made sure
each of his employees—regardless of their function within the company—promoted
deconstruction whenever possible. TRP also sold bumper stickers and t-shirts containing
humorous quotes such as, “lI bought your grandmother’s commode at The ReUse

People.”

Reiff was also efficient at generating media interest. In addition to several news articles,
he and TRP were featured in a 30-minute Public Broadcasting Service program hosted by
Huell Howser. To create a sense of community, Reiff published a semiannual newsletter

titled The Velvet Crowbar® and distributed it to former and potential clients, general

® For past issues, see http://www.TheReUsePeople.org/VelvetCrowbar/ (accessed December 31, 2007).
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building contractors, architects, and building department employees of local

municipalities.

INDUSTRY CONSIDERATIONS

The Deconstruction Industry

In 2004, deconstruction was still a fledgling industry in the United States despite
increasing landfill fees. Industry experts estimated that construction and demolition
produced approximately 30% of all solid waste in the United States in 2003, while only
about 20-30% of that waste was recycled.” Furthermore, the Institute for Local Self
Reliance projected that deconstruction could redirect almost 24 million tons of waste per

year from landfills back into the economy.®

By contrast, the deconstruction industry in Europe had been forced to evolve earlier than
in the United States due to higher landfill fees and pricier building materials.
Homeowners had to find ways to reduce waste during home construction. Governments,
anticipating diminishing landfill space, created incentives to encourage materials reuse.
The United Kingdom was the most advanced in reusing construction materials. In 2005,
almost 24% (60 million tons) of 250 million tons of construction material used in the
United Kingdom was recycled. The Netherlands and Germany recycled 14% and 10%,
respectively.? In 2006, The Dutch government required that all materials be reused when
contractors tore down a building, and that no debris was allowed.”® In many European
countries, materials manufacturers were responsible for managing their supply chain to

ensure that recycled materials had an aftermarket.™

" Deconstruction Institute, A Guide to Deconstruction, prepared by Bradley Guy and Eleanor M. Gibeau,
January 2003.

® Diane Greer, “Building the Deconstruction Industry,” BioCycle, November 1, 2004.

® “The classic image of demolition is of a building crumbling under the blow of a wrecking ball,” Contract
Journal, March 15, 2006.

19 Barbara Knecht, “Designing for Disassembly and Deconstruction” Architectural Record, October 1,
2004.

1 Ipid.
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Despite the fact that about 245,000 residential structures were demolished each year in
the United States'?, deconstruction was more common in commercial and government
sectors than in the residential sector. Industrial-grade materials, such as steel beams and
cinder blocks, were easier to reuse since they were durable and modular. Commercial real
estate companies and government agencies also had the financial and industry resources
to make a deconstruction project worthwhile. A commercial real estate developer had the
industry contacts to quickly identify another party interested in an order of reusable steel
beams, and had the financial resources to ship it. Government entities, such as the Army
Corps of Engineers, had long been advocates of deconstruction and published widely on
its feasibility and importance. So far, though, this was not a market that TRP had focused

on.

Within the residential sector, deconstruction was most common in areas of the country
where salvaged materials had historical value. Firms across the United States specialized
in removing moldings, statues, stained glass windows, and other high-value architectural
elements found in older buildings. Deconstruction of basic materials, such as bricks,

lumber, doors, and windows was much less common.

Deconstruction services were often performed by firms that also did demolition. The
demolition industry was a regional business where contractors would bid on projects.
Since design, color, and warranties were not part of the requirements for demolition
contractors, homeowners usually hired the lowest bidder. The resulting bidding warfare
drove prices down to the point where margins for demolition contractors were very slim.
Deconstruction, with its higher price tag, was often a more attractive, higher-margin

service for demolition contractors to provide.

Industry Components

12 Deconstruction Institute, A Guide to Deconstruction, prepared by Bradley Guy and Eleanor M. Gibeau,
January 2003.
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There were three primary components to the deconstruction industry: building
deconstruction; shipping and logistics for the salvaged materials; and retail sales of the
salvaged materials. At the time, TRP was the only organization that performed all three

functions, with other firms specializing in only one or two.

The U.S. Building Materials Reuse Association (BMRA), a deconstruction industry
association in the United States, estimated in 2004 that the retail portion of the
deconstruction industry was $40 million, but the organization did not report revenue for
the other two components. The BMRA did, however estimate that the entire industry
grew about 30% over the five-year period 1997-2002.%

Retail stores for salvaged construction materials provided an outlet for building materials
not directed to a contractor. The nonprofit home construction organization Habitat for
Humanity created retail locations, called ReStore, for reused building materials. The first
ReStore opened in Winnipeg, Canada, in 1989. Habitat for Humanity subsequently
opened new stores across the United States and Canada. In 2004, an industry expert
estimated that ReStores generated about $38.4 million in revenue annually.** Donated
materials for ReStores came from building supply stores, contractors, demolition crews,
and individuals.™® Proceeds from ReStores were channeled to local Habitat for Humanity
construction projects. Donated materials included most of the materials a homeowner
would need for new construction, including lumber, doors, windows, cabinetry, and

appliances.

By 2004, many more stores selling reused building materials existed. Several, such as
Urban Ore and Ohmega Salvage, were located near TRP’s Oakland facility and competed

directly with it.

3 E-mail message to author from Brad Guy, president of the Building Materials Reuse Association, April
26, 2006. He used retail sales growth as a proxy for entire industry growth, since no organization tracked
the size or growth trends of the entire industry at the time of writing.
14 H

Ibid.

1> Habitat for Humanity, “Habitat ReStores,” www.habitat.org/env/restores.aspx (accessed October 24,
2008).
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Reiff saw the hierarchy of competition as follows:

“Our biggest competition is the bulldozer. Next, in California and some other
areas in the US, there are material recovery facilities (MRFs) that take material
and grind it up for various uses, or for energy recovery. When legislation requires
diversion from landfill, sending material to a MRF satisfies that requirement, and
it’s a lot cheaper than we are. The next level of competition is organizations such
as Habitat for Humanity. They do what we call a skim, they take only the high-
grade materials, they don’t have the necessary licenses and insurance to do a full
deconstruction. They usually do their work for free, with volunteers, and only
take the custom doors, custom hardware, cabinets, etc. There are firms that do
deconstruction and resale of lumber only. Nobody does the full spectrum of

deconstruction and reuse that we do.”

Industry Groups and Government Agencies

Some industry groups and government agencies lobbied for regulation of the
deconstruction industry. The BMRA, whose mission it was to educate and influence
government agencies about the benefits of deconstruction and materials reuse,
encouraged government regulation through the U.S. Environmental Protection Agency
(EPA). In a 2006 report, the EPA had set forth plans to begin regulating the
deconstruction industry. This plan singled out materials reuse in Section 3.1.1, titled
“Decrease Waste Generation and Increase Recycling,” which read, “Through 2011,
reduce adverse effects to land by diverting materials from disposal through increased
material reuse and recycling.”*® Included among the strategic targets for the EPA in this
plan were a decrease in the total amount of waste in landfills and an “increase in the reuse

and recycling of construction and demolition debris.”*’

16 U.S. Environmental Protection Agency, Draft 2006-2011 EPA Strategic Plan Architecture Public
Review Draft February 14, 2006, p. 13.
7 Ibid.
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The California State Assembly passed AB 939 (The Integrated Waste Management Act)
in 1989, which required all municipalities to divert up to 25% of their waste from
landfills by 1995 and 50% by the year 2000. BMRA President Brad Guy argued that AB
939 “greatly increased interest in this sector in California and this in turn generated

programs, ordinances, etc., that have become models for the rest of the United States.”*®

TRP AT A CROSSROADS

Growth Options

Reiff had a clear sense of where he thought the deconstruction industry was heading and
how TRP could become a dominant player in that scenario. For starters, he knew the
industry would grow. It had to, he figured, because landfill fees were likely to continue

rising.

To capitalize on the future industry growth, and to uphold TRP’s mission statement, Reiff
and his board of directors knew that the company should move into new geographic

regions. The question was how to do this.

One option was to certify other contractors to perform deconstruction services, or it could
stick with its core competency and increase its own capacity to do so. Deconstruction
services commanded higher profits than certifying third parties, but growth would be
slower and the risks much higher.

The process of certifying contractors in deconstruction would require several steps. First,
to raise awareness, Reiff and his team would have to educate demolition experts about
the fundamentals of deconstruction. TRP would then have to train selected demolition

contractors to perform deconstruction on residences. Reiff estimated that a TRP team

18 E-mail message to the author from Brad Guy, president of the Building Materials Reuse Association,
April 26, 2006.
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member would have to spend about four hours with a crew six to eight times before that
crew could be certified in deconstruction. With turnover in demolition companies running
high, Reiff assumed that his team would have to perform annual training sessions for the
certified contractors. Once a contractor finished deconstructing a home, he would be
responsible for shipping the salvaged materials to either a new construction site or to the

TRP warehouse.

By contrast, the process of expanding TRP’s own operations was conceptually simpler,
though not easy to execute. It would require hiring additional crews, training them, and
finding work to keep them busy enough to cover the associated fixed costs. This would
be difficult to do within a confined geographic area, but branching out beyond TRP’s

traditional regions would make it correspondingly harder.

So far, TRP’s unsystematic approach had led it to work with certified contractors in other
parts of the country, but Reiff questioned whether the company should keep going down
that path. In May 2007, TRP was about to start a project in Seattle, and it had already
done three in the Boulder/Denver area. It was also likely to start projects in St. Louis and
Chicago. Reiff explained how the Chicago project illustrated the opportunistic nature of
TRP’s growth thus far:

“We did a job for someone in San Diego six months ago, and they were happy
with us. Later his uncle in Chicago called. He was doing his house in six
months and wondered if we could help him. We had also been written up
nicely in a magazine around that time, which triggered a call from a contractor
in Chicago who wanted to be a certified contractor for us. We were already
contemplating expanding into a range of other cities but not yet Chicago, but |
couldn’t resist the combination so | told the uncle I’d be there in six months.”

Some aspects of the deconstruction process were the same everywhere in the country,

while others were location-specific. For instance, houses in St. Louis and Chicago had

much more brick than those in California.
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Reiff estimated that each new location would require an investment of $250,000. In total,
he identified about 25 markets in the United States where he would like to open new TRP
locations, requiring a total upfront investment of $5-6 million. Instead of asking
foundations for the capital, he planned on contacting corporations. Many corporations, he

argued, would want to align themselves with TRP for publicity and strategic purposes.

In addition to geographic expansion, TRP was also penetrating deeper into their existing
markets. Reiff recalls how, a few years ago, they considered closing down the Los
Angeles operation, as it was proving too hard to get jobs. After bringing in a regional
manager, who in turn hired Arthur Renaud and others to run parts of the Southern
California market, TRP did 54 projects in the region in 2007. Exhibit 7 shows a

breakdown of the number of projects by region.

Reiff’s Decision

Reiff knew that the future path of this company would be decided at the upcoming board
meeting. Regardless of which growth path they decided to pursue, he would need a
systematic way of evaluating and entering new geographical areas, as well as an
operational infrastructure that made sense. He would also have to hire additional
employees, including regional managers to develop the new geographic markets, and
additional back office staff at TRP’s headquarters. Reiff was unsure about the attributes
he should focus on in evaluating candidates. Moreover, TRP’s financial position, though
generally on track, sometimes limited Reiff’s ability to pursue the ambitions he had for

TRP as quickly as he would like.
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Exhibit 1:

Homeowner Financial Comparison of Deconstruction Versus Demolition®®

The example below is a composite based on actual jobs and used here to make an economic
comparison between deconstruction and demolition. This composite is a single-story, 2,200
square foot house plus garage, with 3 bedrooms, 2 baths, raised foundation, composite shingles,
single-paned windows, carpeting, hardwood floors, and a 12 x 40 foot wood deck. The costs do
not include removal of concrete slabs, sidewalks, foundations or asphalt, but do include the site

being left in a rake clean condition (no debris).

In the demolition scenario, the owner pays $10,100, but in the TRP deconstruction scenario, the
homeowner receives $4,702 in after-tax benefits. In other words, the owner would be financially
better off in the amount of $14,802 ($4,702 received in tax benefits versus paying $10,100 in

demolition costs).

TRP

Deconstruction”™
Physical lowering of house ($17,238)
Disposal of trash & debris (4,200)
Appraisal of salvaged materials (3,000)
Total costs ($24,338)
Donation value” $88,000
Tax savings  (after-tax value of donated materials) $29,040
Total costs ($24,338)
After-tax benefit / (Out-of-pocket cost) $4,702

The after-tax difference between the two methods is $14,802.

Demolition

($6,000)
(4,100)
0

($10,100)

" Total materials (lumber, plywood, cabinets, plumbing and electrical fixtures, doors, windows, etc.)
would usually appraise for $77,000 to $112,000 in good usable condition. Assuming a tax bracket of
33% (federal only — this will be larger in states with an additional income tax), the after-tax cash

value, based on a typical appraisal value of $88,000, is $29,040.

- Figures vary depending on location, age and condition of the home and materials, topography, type
of siding and interior walls, distance from TRP, landfill rates, etc. Still, the analysis almost always

favors TRP deconstruction over demolition.

9 Source: http://thereusepeople.org/Deconstruction/, last accessed May 1, 2007.
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Exhibit 2:

Appraised Values from The ReUse People Deconstruction Projects

Actual Appraised Donation Values

City Square Feet Appraised Donation Value
California

Rancho Santa Fe 4 500 5168 465
Mew port Beach 6,771 333,000
Manhattan Beach (complete gut) 4,400 110,000
Santa Meonica 1,400 45 554
Pacific Palizades 4 500 162,600
Sherman Oaks 2,200 74,000
Santa Barbara (complete gut) 2,100 o7, 000
Santa Cruz 3,242 137,712
Los Gatos 3,696 140,040
Palo Alio 2488 04 248
Woodzide 8,500 325,863
Atherton 5,523 182,346
Fremont (complete gut) 2,220 55,000
Cakland 1,400 74,144
Orinda 4275 137,540
Larkspur 2,304 120 425
MNapa (house & barn} 2 204 102,025
Healdzburg 2772 174,315
Colorado

Boulder {complete gut) 3,300 114,000

Source: http://thereusepeople.org/Deconstruction/, accessed May 1, 2007.
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Exhibit 3: The ReUse People’s Balance Sheet, 2004-2007

(not currently available)
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Exhibit 4: The ReUse People’s Profit & Loss Statement, 2004-2007

(not currently available)
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Exhibit 5: The ReUse People Organization Chart, as of 12/31/2007

Board of
directors
Board of
advisors
President
Project Boo kkgeper
rdinator + office
coo manager
| | | | | | |
Region 1 Region 3 Region 4 Region 5 Region 2 North CA South CA
South CA Colorado Washington lllinois North CA Warehouse || Warehouse
Reg Mgr Reg Magr Reg Mgr Reg Mgr Reg Mgr Mgr Mgr
Area North CA AS;:‘. I\élrg r
Managers TRP Decon v Asst. Mgr
@) Mar Sales staff
9 Mt'l handlers
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Exhibit 6: Sample Deconstruction Project®

TRP of California

ity Anatomy of a Job by Ted Reifl
waste stream and Joint Project with Habitat Volunteers Proves Productive and Fun
changes the wa Several months ago | had 2 meetng withthe wured the productivity curve would nise
the biﬂrf y Silicon Valley affiliate of Habitat for Human-  qmckly.

: : ity. The purpose of the mesting was to ax- -
environment is plore the possibility of opening 2 warehouse  1hen Ted Becker at Habitat let the other
renewed simuilar to ours in Alameda. Dhring the meet- shee drop. Mot only would there be a new

. mg, the folks from Habitat menhoned that CIEW every fionr hours—absohately no re-
by salvaging iy v aaring o T uE propty-in ﬁm&:mmngwwﬁﬂ%eﬁanz
building materals Santa Clarz on which stoed an older home CIEW 51Z8 a square-

g that had to be removed. They said they would house is five people—all tramed and expe-

and provide all the volunteers necessary to 1enced i deconstruction and working as 2

distribuiing them deconstruct the building if TRP would pro-  umit. Now we had up to 15 mexpenenced

for reuse vide the supervision, safety guidelines and people most of whom had not worked to-
: tramming. In exchange, TEP would recerve all gethar before.

the matenials. Iwas relue- 55 ych for the productivity curve! Let's
tamt at first, becanse I was  soa m our first four howrs we spent 435 min-
concerned about safety - yie: on traming, tock one 15-mimute break
sues using wntramed vol-  and indulged in a little Cisco shop talk. Add
unteers and had reserva- ;3 bathroom break and at least one cellphone
tions about productiity, of - o311 Ok, what the heck, we still had three
the lack of it. The home I }ypqpes to work.

question was bult i the

1950z, had been vandal- Now the good news: we had a great time,
ized and would not yield the job zot done m a little over two weeks,
much rensable material. I met some great Cisco people and there
Plus, I'was hesitant to give  Were no serious mjunes (fwe people stepped
up a key supsrvisory per-  on nails and needed tetanus shots).

i conforuptotweweeks o . o with the Hahitat staff fhrough fhe
A crew of Habitat volunteers at Santa Clara sit¢ | reluctantly the various issues of scheduling, coordination,
zssignment because [ believe that if you are  personns], training, &Emshﬁn&:i
i going o get into a parimering arrangement matenials handling was more
WI!h with a person or organization, the best way could have magzmed. I'was impressed with
ﬂﬁtces to get to kmow each other 1s to jump mto a  their “can do” attrtude and ability to forze
. short term project that has the potential for  positive relationships m the commmmity.
serving confhict with mummal rizks. That way vou can O e sl thic il v irated
test the mettle and tenacity of the prospee- o 7
h 5 our zbility to step mto the breach and do
the San tive partner with little exposure. Baesides, : d i
F = smﬂmvohmbeersmtnbepmndeﬂhv dﬂmm:;“ gn’thﬂ : wenﬁ:ltm
rancisco Cisco Systems, Habatat colleagues who had E: ot Jﬁ_&h u'i?';
Bay Area worked with the erganization before, | fiz- 20 ©ld horsedrawn plow, which now
s —ponthued an back page
Eastern _——.——m0
Sierras Examples of Recent Jobs
! Job Type Owner/Contracior Sq Ft Tons Salvaged
L'A‘E Commercia building Northstar Ski Resort 25,000 1784
DI‘EHQE Wood-frame housa and bams | A J. Jahnson, owner 3,200 482
County & 2-story wood frame house | Shanley Construction 2,500 5.8
1 Waad-frarne, single-stary
Sﬂﬁ Dtego houss Talmage Construction, Inc. 3,7 438
Phone toll-| 57750y 1080 nouse
A nterior on poc npmen ; 4
free: 888- interi Epoch Devel t 4,400 18.2
L ]
2
588-9490

% Reproduced from The Velvet Crowbar, Spring 2005, p. 2.
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Phone: 888/588-9490
toll-free in California

Confined from page 1 — Coof Ramods

potential use. He assured me that the kitchen
cabmets would sell quickly, along with the re-

maming doors and other salvageable 1tems.

From the first moment TEP began to lovmgly
dismzantle my howse, the entive remodel proved
aremarkable experiance. With Spectrum’s puid-
ance, I was able to meorporate many sustain-
ahleﬁeah:m_f. such as files handmade from re-
c}’dadglassb}'F’nedaymSm]m sustain-
able floormg materials like cork, Inoleum and
farm-raised oak from Carpeteria i Mountam
View; enerzy efficient appliances from Dacor;
tusmmma.dzcabunm :unstru.cted ofpl}'wu-nr]
formaldehyde; amiztank]ﬁshntmherhzzt&r

The Rellse People took the very important first
step in renovating my little “tear-down™ into a

%;hxemlum m?mmsufuﬂagmmdﬂl&.’im
Mereury News. For more mformation, wisit
www.opoleatz com.

A TRP crew mambar cargfully removes
antigue decorator tiles from the around the
bathub. They were later incorporated i
Jesse Cool§ new bathroom.

Confined from page 2 — Anatamy of 8 i
in front of our warshouss, 1,500 used
bricks, each mdividually cleaned by a desk
jockey or computer geek, and some well-
seasoned himber.

Thanks Habitat for Humamty of Silicon
Valley. I certamly would do 1t all agam if
the opportunity arose.

Visit these TRP outlets:

TRP Rellse Bazaar
2100 Farry Point, #150, Alarnada, CA 84501
(510) 522-2T22; tol-fres BAS-580-3490

Habitat Home Improvement Store
17700 5, Figuera (eornar of 182nd),
Gardena/Carson CA B0248
(310)-323-5665

Silwer Lake Yards

1088 Manzanita Straet, Silver Lake, CA 90028
{323) B&7-2475

o

200 FlrrrPI #150
Alameda, CA 84501

610/522-

Phane toll-free: 866,/588-0400
wwrw. thereusapeople.on
e-mail; infa@therensepecple.org
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Exhibit 7: Number of Projects by Region

Northern California | Southern | Colorado | Washington | Illinois | Total
California
Year TRP TRP

decon | contractor
2005 30 48 18 0 0 0 96
2006 20 50 59 0 0 0 129
2007 28 55 54 2 5 5) 149
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