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Question of the Month

How can developers insure guaranteed sales for
their mixed-use projects without giving away profits?

By pre-selling a major percent-
age of your project during the
pre-construction phase!

This innovative pre-construction
purchasing program s typically used
tor residential projects, but it is just
as effective for commercial and re-
tail condo developments.

We at Karpoff Affiliates work
with a group of investors that are
currently funding between $50 &
$100 million every month. The
group purchases from 2056 - 30%
of a new project’s potential units
during the pre-construction phase
of development. This gives the
developer asignificant advantage
on many levels.

The 1" potential plus comes into
play during the ever frustrating fi-
nancing phase. Financing criteria
vary from city to city but in most
cases a developer needs o show
pre-sales between 30% - 60%.

Additionally, in many instances,
regulations require sales as indi-
vidual purchases. with separate
names and social security numbers
tor cach unit purchased. Our group
15 4 conglomeration of approxi-
mately 500 high net worth indi-
viduals which allows us to sign
individually foreach unit while the
developerstill only hasto deal with
Just one buyer. This aflords the
developer an instant 20% - 30%%
head start on mecting his or her
financial requirements.

The next phase of the process
1s marketing and sales. Here the
advantages are slightly more ob-
vious but no less valuable. 1t 1s
psych and sales 101. Very few
investors want to be the first to
purchase a new untested product,
but, if the developer can show
that the project has already sold a
significant percentage of units,
the project evolves from a risky
proposition into a proven invest-
ment opportunity. This “short
cut™ in the sales process has the
added advantage of saving the
developer signiticant money on
land carry; advertuising and stafl-
ing costs and construction c¢an
start that much quicker.

What's the catch? What 1s in 1t

for our investor group? Like all
SCrious Investors, our group is
interested in getting a good re-
turn on their investment, but this
program is benelicial to bothsides
of the equation, with virtually no
down side for the developer.
Our Pre-Construction Purchas-
ing Program is truly a unique
“win/ win” situation for both the
investor and the developer!

We at Karpoff Affili-
ates work with a
group of investors
that are currently
funding between $50
& $100 million every
month. The group
purchases from 20% -
30% of a new
project’s potential
units during the pre-
construction phase of
development. This
gives the developer a
significant advantage
on many levels.

As with many mnovative pro-
grams, our pre-<construction pur-
chasing plan offers many possible
variables for many different situ-

ations,

The buyers traditionally put
down a hard cash deposit on cach
unit, with the percentage varying
based on the specilic circum-
stances. The purchase price and
the percentage of units purchased
1s an adaptable and tlexible com-
ponent of the program. In the
most basic scenario, the program
buyers will purchase up to 15%
of the available units with the
understanding that they will be
the last to close. This avoids any
non-closing or “flipping™ objec-
tions and still shows the finan-
ciers and the other buyers that a
significant portion ol the project
has been pre-sold.

Another possibility is that the

group will purchase up to 30% of

4 projects units at a percentage
discount. They will purchase an
equal amount of units from the
range of possibilities, but require
a spread between the cost ol their
units and the price of other units
sold to non-group individual buy-
ers. There are many ways to reach
the desired spread. but typically
itisa balance between the buyers
discount and the developer rais-
ing the prices for future sales.
This gives our buyers the dis-

count they need, while having
virtually no negative impact on
the developer’s bottom line be-
cause, after selling 30% of therr
umits most developers would be
raising the price by at least a
significant percentage anyway.
Additionally, depending on the
developer’s situation, and what
vanation of the program utihized,
some scenarios aflord the devel-
oper the opportunity for back end
profit possibilities, However, re-
gardless ofthe size of the project,
or the fmancial circumstances
involved, we are confident that
we have a pre-construction pur-
chasing plan that wall suit virtu-
ally every developer’s specitic
needs and give them an “edge”
with no down side!

So there you have it! | asked
how a developer can virtually 1n-
sur¢ guaranteed sales tor new
mixed use projects and | believe
the question has been defimtively
answered! Good luck at the tables;
when vou are ready for much bet-
ter odds check us out at
www_karpoftaflilates.com

Marilyn Karpoff is president/
owner and member of Karpofl
Affilliates, LLC, New York, N.Y.
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Influx of funds.

Pre-Construction Investment Program

* As a marketing and sales tool.
Tremendous plus 10 be able (o exclaim to potential buyers that ev

Developer Profit Participation.
Additional percentage given back to developer on the end user sales profits
Guaranteed Financing.
By having sold 20-30

and commercial properties.
This purchase of pre-built units is a WIN/WIN for everyone involved!

Our innovative program is benetficial to you the developer on many different levels:

f the potential units in the pre-construction phase, inve

almost any type of project regardless of size or complexity.

information, please do not hesitate to call, email, or contact us through our web site.

www. karpoffaffiliates.com

Karpoft Affiliates, LLC, exclusively represents an investment group that purchases 20-30% of Pre-Construction residential,

conversion opportunities) office, retail

en before a shovel has broken ground you have already sold

At this point in a project, additional liquid assets can be priceless for piece of mind and project stability.

ors arc virtually guaranteed to sccure financing for

If vou have any interest in sclling 20-30% of your upcoming development's units during the pre-construction phase, or if you are interested in more
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