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Why aren’t we getting the
kind of real estate development

we want?




Scale

Increment




So, Why aren’t you a
developer yet?
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Generalist Tools and Mindset




63%

of US housing stock is single-family detached homes as of
2005 (HUD, 2007)



3%

of households in the US will have no children by 2030

According to Arthur C. Nelson, Reshaping Metropolitan America



. ...50/0

of new housing delivered between now and 2030 should be
rental to meet demand. e

Metropolita

America st

According to Arthur C. Nelson, Reshaping Metropolitan America



What Are We Talking About?

Laxrge
Smcill "
ond
Incremental Master
Planned

Graphic € UrbanGreen 2015



What Are We Talking About?

Corporcte
And
Institutional
Leoges
Small cm%
cncl
Incremental Master
Ploanned
Entrepreneuricl
and
Bootstreoped

Graphic € UrbanGreen 2015



What Are We Talking About?

Corporate
And  Where the
Institutional /" industry has
NN focused for years
Large
S;T:]Z" and
Incremental M aster
Planned
Entrepreneurial
and
Bootstrapped

Graphic @ UrbanGreen 2015



What Are We Talking About?

Corporate
And
Institutional
Mismatched
objectives
Large
S;T:%” and
Incremental Master
Planned
Mismatch of
operating
requirements
Entrepreneurial
and
Bootstrapped

Graphic ©@ UrbanGreen 2015



What Are We Talking About?

Corporate
And
Institutional
Small
and
Incremental
The Opportunity
to be realized
Entrepreneurial
and
Bootstrapped

Graphic @ UrbanGreen 2015

Large
and
M aster
Planned

-2



IncrementalDevelopment.org

< c ‘ @ Secure https://www.incrementaldevelopment.org

Cultivating 1000
small developers with
cities’that support
them.




Teach and Nurture Implementers

« Train small business owners, neighborhood advocates,
design/real estate professionals, builders and others to
become small developers.

« Coach civic groups and government agencies on how to
create a workable ecosystem for small developers.

« Connect a growing cohort of small developers and local
champions.



What are we

dealing with?

« Scale.

« Complexity.
« Capacity.

* Authenticity.
« Grim Reality.

(No one is coming to Fix
your Town).



Current State of
the Development

Industry
(the big outfits)

Economy of Scale
Specialization.

Patchwork Quilt of
Arcane Regulation.

Neighbourhood Opposition
and NIMBY's

Construction Labor Shortage



* Forget about teaching
Developers of Large
Scale Projects.

How are we gonna * Find someone local who

get something cares about the town
done? and is willing to learn.

« Patch the local systems
and networks to support
them.




So, Why aren’t you a
developer yet?




Spectrum of Possible Developers







Hustle, Know How, & Relationships




What Should a

Small Developer
Build?




How many ways can you wear a...

Little Black
Dress



Dress it up or dress it down

' ‘ ' 1s the keynote
. l l' -Coco Chanel

of all true



Black Dress, Blue Blazer Buildings




Building Types

MD-RISE
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Opticos Design coined the phrase “Missing Middle Housing”

www.missingmiddlehousing.org




Follow the Finances (to Form)
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How to Avoid Elevators
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One Story — Commercial Front,
Residential Back




One Story — Commercial




Rent Thresholds to Construct Building
Types

$2.00
per SF

1 stair 2 stair walk- Wood Frame w/ Concrete
walk-up up elevator Podium
w/elevator



The Rule of 100.

$1 per SF per month can
support $100 in total
project costs.
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A - Single Lot
142’ deep, 50 frontage
10’ alley

Scale: 1"= 20ft

SIDEWALK

50'-0"

142'

10'

-(

"

Turn to Pages 33-40

Pro forma Assumptions:

Land Cost: $45,000 (Vacant, includes all site utilities)
Rents:
o 1 Bedroom Unit: $650
o 2 Bedroom Unit: $1050
o Commercial Rents: $1.50 SF
Hard Costs: $115 SF
Soft Costs: $28 SF

Off Street Parking Assumptions for Commercial Uses:

Tearoom/Café - 3 Parking Spaces per 1000 SF
Retail - 5 Parking Spaces per 1000 SF

Office - 4 Parking Spaces per 1000 SF
Restaurant - 10 Parking Spaces per 1000 SF



A - Single Lot

142’ deep, 50 frontage
10’ alley

Scale: 1= 20ft

Turn to Pages 33-40

T T I 1STFLOOR 2ND FLOOR
3ED/1BATH 2 STORY
SSIE 1BED/ 1BED/ (4-PLEX)
024 1BATH 1BATH
5125F 5I2SF 2 BED/ 2BED/
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1,024 SF




Make a Basic Project Work on Paper




Small Scale Development Wo'rkshop - Static Pro Forma Worksheet

PN ST

WHAT REVENUE CAN YOUR BUILDING PRODUCE?

Studio Apartments

S SF $
One Bedrooms 4 $ ("l'( [ﬂzo SF $ 3 200
Two Bedrooms Z. $ 1. "H‘“) Spilig 2 '400
Commercial Space $ SF $
Common Area/Storage/Garages $ 208 5|8 i
Total MF $ 9= 7Y 42)
I Gross Potential Annual Income - GPI (Monthly Rent x 121 s G '-. ‘_a

WHAT WILL IT COST TO OPERATE THE BUILING?

#3. CALCULATE NET OPERATING INCOME

GPI - From #1 Take your Potential Gross Income (PGl) from #1
Vacancy Factor (% of GPI) 5% w |Subtract the Vacancy Factor - 3. 360
A 1 0 M T

10p g Opkx] Sub-Total is the Gross Operating Income (GOI):| é 5' aob
Insurance, tax, property management, 5 3
repairs, etc. (% of GPI-Vacaney) | 25% |/ 5| D the Operating GOIX 25% OpEx) from #2| /| &' 96 n

*63 OO .25 ?/5;760 Remainder is the annual Net Operating Income (NCBY:| A v
t L N4 A
A 0 O BUILD A OUR R RN ON PRO 0
D 0 RO O

Land Cost 1 N/A $ 4‘]’ - 070 [Take your Annual NOI from #3
Hard Costs (Total SF from #1x Cost persf)  |55(R % ~ $110 $392 4 Qﬂ) Divide that by your Total Project Cost froi | 5 a1 1

Soft Costs (Total SF from #1x Cost per SF) |55 & $25 $ ’Iﬁ ,fﬂh The product is your Estimated Return on q zq
& .
1

Other (Off-site Improvement Costs) N/A $ . ¢ — |ProjectCost

Total Project Cost: smse qT b

YRS h AR T3l et | p #7. CALCULATE CASH-ON-CASH RETURN
Total Project Cost from #4 i 'ﬂ'f. ‘le Take your Annual Net Operating Income from #3 * ﬂ 3w
]

Assume 25% Equity (down payment) is required in ‘18‘%% Subtract your Annual Sarvicatroni#6 o §p z56

cash and other equity (land, deferred fees, etc.) *—

Assumed Loan Amount is 75% of the Total Project
Cost. This is the Total Project Cost less the Equity % ?8" ?e’ {)h‘:;xp;::u;::: :::v::t)m T U ~$ / 5‘ 62
; /!

provided:

How much do you have to pay each month to service
that debt? (Assume 4.5% interest and 25 year Divide your Net Annual Income by the 25% Equity number from

;' m #6 to calculate your return on the Equity; your Cash on Cash l o
Return:

amortization with no PMI)
www.mortgagecalculator.org

Multiply Monthly Payment by 12 to produce your
ot . ESTIMATE A PRECI
s i ’h%b #8. ESTIMATE ANNUAL DEPRECIATION EXPENSE

Divide the Annual NOI by the Annual Debt Service to Multiply the Total Project Cost by .75 as a rough estimate of
s Voui Dabt Sarvice Coverage Ratios ¥ the value of improvements to the land. Divide the result by ' ;
P Y . & 27.5 years to determine the Annual Depreciation Expense: I

515176 K .T5 = 206980 /)y 0y, j/% .
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So, Why aren’t you a
developer yet?
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