


2
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Bringing together what you have learned throughout your 

undergraduate career

■
■
■
■

■

Good talking point for job interviews

■
■
■

■
■
■



Development Industry

4

Structure

■
■
■

Nature

■
■
■
■
■

Developer

■
■
■
■
■
■

Long term goals

■
■
■
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Real Estate Development 

What is development?

■
■

Oxford Dictionary:

■

Subdivision/ Servicing of land

Construction of (a) building(s) to be rented or sold

■
■

■
■

■

■
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Development Industry

Opportunity and project orientation in an environment of high 

uncertainty

High financial leverage

Cyclical

■
■

Oxford Dictionary:

■
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Construction of (a) building(s) to be rented or sold
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ESTIMATING COSTS
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■
■
■

■

■

■

■
■

Soft Costs

Financing Costs 2% of Loan Amount $196,000 

Inspections/Appraisals Allowance 30,000 

Closing/Title Costs Allowance 50,000 

Accounting & Legal Allowance 30,000 

Leasing Commissions 6 % of initial lease term 388,800 

Leasing Contingency Allowance 100,000 

Developer's Overhead & Fee 6% of above costs 621,000 

Total Soft Costs $1,415,800 

6

Plane Vista

What is the product?

■

Who are the customers?

■

Where are the customers?

■

■

What do customers like about Plane Vista?

■
5

Development Industry

Opportunity and project orientation in an environment of high 

uncertainty

High financial leverage

Cyclical

Barriers to entry (depending on size of development)

■
■

■
■

■

■
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FINANCIAL CONCEPTS

Debt and underwriting formulas

■
■
■

Investor profitability measures

■
■
■
■

6

Development Process

Idea

Search for land

■

Synthesis of site and developer’s objectives

■

If viable, implementation

■

■
■

■
■

■
■



Development Process
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Continual adjustments to consumer demand, competitor strategies, 

public policy, citizen concerns, trends in the local, national, and global 
economy

Successful developer must remain vigilant and aware of activities in 

the market

■

■
■
■
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The Development Framework
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Developer

■
■

Lender

■

Land

   Land Value 11.5         acres @ 200,000$ 2,300,000$            

9

The Development Framework

A. Physical

■ à

■
■
■

B. Market

■
■ à

■ à à

■

C. Financial

■
■
■
■

D. Legal

■
■
■
■
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Loan to Value Ratio

Stabilized NOI 1,066,000$        

Stabilized Value 13,325,000$      

Maximum Construction Loan 9,800,000$        

Loan to Value Ratio 74%

Debt Coverage Ratio

Stabilized NOI 1,066,000$        

  less: Permanent Loan Debt Service (863,000)            

Net Cash Flow 203,000$           

Debt Coverage Ratio 1.24                   

Loan to Cost Ratio

Total Cost 12,097,000$      

Total Loan 9,800,000$        

Loan to Cost Ratio 81%

Developer Returns

Stabilized NOI 1,066,000$        

Total Cost 12,097,000$      

Return on Total Cost 8.81%

Net Cash Flow 203,000$           

Developer Equity 2,300,000$        

Return on Equity 8.83%

Reflections II
■

Sensitivity

■

Key Assumptions

Rental Rate 15.00$           

Vacancy Rate 10%

Permanent Loan Interest Rate 8%

Valuation Cap Rate 8%

Debt Coverage Ratio 1.20               

Supportable Loan = 10,092,000$  

Construction Loan = 9,800,000$    

Plane Vista

11

Distribution of new apartments shows a discrepancy between initial 

story and map

■
■

Jobs map shows a similar clustering

■
■

10

The Development Framework

Why has this 

perfectly good site 
not been 

developed?

■
■
■
■

■ α β γ δ

■ ε
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The Development Framework

11

A. Who are they?

■

■

■

■

■

■

■

■

■

■

■

■

■

■

■
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The Development Framework

B. Issues with the players

■
■
■
■
■
■

■
■

■

■

■
■
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The Development Framework

The Millennial generation

■
Generation X

■
The Baby Boom Generation

■
The Silent Generation

■
The Greatest Generation

■
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■
■
■

■

■

■

■
■

Soft Costs

Financing Costs 2% of Loan Amount $196,000 

Inspections/Appraisals Allowance 30,000 

Closing/Title Costs Allowance 50,000 

Accounting & Legal Allowance 30,000 

Leasing Commissions 6 % of initial lease term 388,800 

Leasing Contingency Allowance 100,000 

Developer's Overhead & Fee 6% of above costs 621,000 

Total Soft Costs $1,415,800 
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The Development Framework

C. Technological factors

■
■
■
■
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D. Political factors

■
■
■

■

■
■
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The Development Framework

C. Technological factors
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IN TWO OR THREE COLUMNS

Yellow Blue Red

9
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Understanding the Developer 

Understands a location

■

■

■
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Developer

■
■

Lender

■

Land

   Land Value 11.5         acres @ 200,000$ 2,300,000$            
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Understanding the Developer

Creates a vision

Defines and communicates the vision

Sells the vision

■
■

Executes/ delivers the vision

■
■

■
■

■

■



THIS IS A SLIDE TITLE

6

mailto:rholter@uoguelph.ca

