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BUDDAMUS



Supply and Demand Constraints



The Developer



7% Return



$1.5m Application Costs
2 Year Waiting

Pledge Home as Collateral



This could be you!



60% Debt

38% Investor 
Equity

95% Equity from Passive Investor(s)

5% Equity from Developer

In a $100m transaction, this means $60m of debt, $38m 
of investor cash, and $2m of developer cash.

The Capital Stack

2% Sponsor Equity



Time



Closing and 
Ground Breaking

Developer Spends $1-2m of Their Own Cash
Passive Investor 

Puts Money In



Bank Gets Money Back

Sale

Passive Investor 
Gets Money Back

Developer
Profit…??



Reward > Risk
(to pay for projects that fail)



Capital Partners









Your Customer



You should make it nicer.











The Land Seller



• Risk > Reward for me
• Lenders find it safe
• People can afford it

• Landowner willing to sell
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Developers







The City

















• This past quarter, of the 34 cases seeking rezoning, only 3 made it to council.

• Rezonings are down 29% based on the 5-year average.

• The conversion rate of proposals starting at staff and getting to the council 
process is 13.9%. The last five years: 14.3%, 13.4%, 26.0%, and 23.1%.

• Development plans submitted are down 23% over the last 5 years.

• Permits are down 39% over the last 5 years.

Annual Highlights



Property Owners





No upside.  Possible downside.













• It will tear the neighborhood apart.

• It should exist but somewhere else.

• It lacks character (which isn’t defined).

Basic Rhetoric



• Increase the parking while lowering the traffic.

• It should be affordable but not have a lot of poor people.

• It should be nicer than anything in town, but not “luxury.”

Mutually Exclusive



All Reasonable But 1







• Rents and prices go up (which makes labor costs go up).

• This reduces investment potential in the local economy.

• And it reduces tax revenues.

• It prices people and companies out of moving into the market.

• People who run cities are not always incentivized to care about these things.

Consequences
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A Black Canvas







Up to Speed





1.12 for 1.00.



$12
$12,000

$12,000,000



Return of your capital



Return on your capital



Creating Value



“We can do more than create (financial) value…



…but we must create value first.”









$1,000,000



You can only tell whether a project makes 
sense by comparing the income and cost.



A rent number (even if high) or a 
development cost (even if low) is 

useless on its own.





Income-to-Cost (ITC)



Income-to-Cost (ITC)
a.k.a. yield on cost / return on cost



What’s the yield?



$5,75m income
/ $100m cost

= 5.75% Income to Cost



Income-to-Value (ITV)
a.k.a. CAP Rate



$5.75m income / 4.5% ITV = 
$127.7m





Land Seller
Construction Firm

City Fees and Taxes









3 Scenarios Worksheet



A Surprising Solution



250 Homes
600k in Taxes



Keep Revenue 0
Use 600k for Local Vouchers



600k taxes / $8000 per renter = 
75 Permanent Vouchers



Cost to City = $0



Market Housing Creates Vouchers.



Can someone recap?



All Cash?





The Capital Stack
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We’ve Begun Our Descent





Land Sellers



Contractors



Cities



The Design Dilemma



You must understand whether a 
design decision makes it easier 

or harder to pay your bills.





Revenue



Cost



Building Code



City Approvals



Market Research (Revenue)
GC and Subs (Material + Fire Cost)

Planners and Council (Height)



It’s the # of dimensions…



Insights from PB&J 
Part 1





36 sandwiches



FAR
The Floor Area Ratio





Total building SF / Site Area = FAR





Parking Efficiency









Sitework





Structural System





Find the Problem







38,221 total -13,609 core = 24,612 
(64.4% efficient)





Management





• FAR
• Parking
• Sitework
• Structure

• Speed
• Floorplate
• Mechanical
• Management

Efficiencies



Fragility:
Is there really a demand for 36 PB&Js?
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What’s In Your Number?



Land
Hard Costs
Soft Costs



Cost Category Garden Midrise Highrise Average

Land (contract only) 13% 19% 12% 15%

Soft Costs 17% 17% 18% 17%

Hard Costs (incl. FFE) 70% 64% 69% 68%



Land Cost      
Transportation Cost



Transportation Cost
Land Cost



Marichetti Constant











What’s In Your Number?
Part 2



Potential Gross Rent

+ Additional Rent

- Vacancy

- Concessions

- Credit Loss

- Operating Expenses

= Net Operating Income





Every dollar counts. Multiply by 20.



1 dollar saved / 5% ITV = $20



Asymmetric Profits



Investor puts 95% Equity



Developer does 99% of work



Waterfall
~like a graduated tax
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