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If you are able to develop your property, it's probably

out of any piece of land. 

those buildings are residential, commercial or 

banks are nervous animals. Finding funding for 

your small-scale development is not straight

only interested in lending to experienced 

Since 2016 banks have become more

reluctant to lend to developers, particularly 

designed to help you have a better

understanding of  the  challenges  and
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Banks, non-bank lenders and private lenders

If you or your company has enough cash to pay 

development to proceed. Before 2016, your 

best bet for obtaining funding for your

might have been ANZ, Westpac, ASB, BNZ and 

you may have been referred to their in-house 

Property Funding Unit.

the ground without securing many (or any)

presales?

sometimes referred to as specialist

development funders. 

range of sources, often including private 

investors, large investment companies and 

ironically bank lines. 

Non-bank lenders

Banks

consider the sales price of the completed 

tightened up considerably. For example the 

possible settlement defaults. A target like that 

Banks are not interested in the fact that

completed properties are usually sold

for the debt on day one.



comes to your development loan, in both terms of both 

Mezzanine funding also can be a separate second

mortgage.

funding is typically the most expensive funding option. 

Private lenders are not loan sharks. They can 

work well in a project which is only just short of 

the funds required to get started. They can also 

be a good choice for a developer who needs to 

pull cash from one development to put into 

another one. 
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Private lenders

GRV stands for gross 

realisable value.

the value on completion

of the development

commonly used by banks 

lend you up to 65% of the 

sometimes lending up to 

70%. For instance, if the 

TDC stands for total 

development cost. It is the 

sum of all the costs of the 

development, including 

buying the site, getting 

consents, construction, 

-

the GRV, you have your 

factor in determining the 

What are
GRV & TDC?

Non-bank lenders and specialist development 

funders can help get your development started 

much more quickly. 



Borrowing from banks and other
senior debt funders

likely to be far more receptive to your loan 

application. If, on the other hand, this is 

scrutinising your situation far more closely. 

under increasing regulatory restrictions 

to make our banks more robust in the 

means banks have less appetite for risk. 

more capital-hungry than other types of 

lending because of its high-risk

As a result, banks are currently lending 

almost exclusively to existing development 

investment property loan or other

slightly more conservative than residential

development.

How much can you borrow?
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the cheapest funding because they take the least 

amount of risk compared to the non-bank lenders.

What type of projects are best
suited for bank lending?

months, depending on your construction

programme.

might be a 1.00% establishment fee and a

1.00% line fee. An interest margin over the

have 125% of the debt amount covered by

presales in case some of the sales fall through

to report the transaction to their Australian

prefer to avoid.

How much can you borrow?
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The pros and cons of borrowing from a bank 

Advantages

compared to other funding sources 

developments in the regions, 

outside the main centres

More convenient payment

management

Experienced developers can get 

good deals from banks 

Disadvantages

than other types of lenders

using an independent main contractor
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What will be used as security?

be

constructed, and any collateral security

rights over the security property, all present

and future presales, and any other related

assets.

What do their lending criteria focus on?

inexpe

to see suitable professional management and

replacement purchasers.

product.

compaction, piling etc.

acceptable.

“panel” valuer.

involved.
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more importantly, up to 70% of the value on

necessary.

months.

-

strating market acceptance of the product is

interest rate of 7.5% to 10%.  Rates can be

How much can I borrow?

completion.
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Borrowing from non-bank lenders



What does their lending criteria focus on?

Depending on your gearing and the size of your development, non-bank lenders may even take the 

Who are the non-banks good for?

the prices to make sales.

What will be used as security?

be

constructed, and any collateral security

construction documentation and contracts.

rights over the security property, all present

and future presales, and any other related

assets.

Full recourse guarantees for the director and

construction documentation and contracts.
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The pros and cons of borrowing from a non-bank lender

Advantages

-

pared to banks

builders and builder-developers 

than banks 

Disadvantages

Higher interest rates and fees than banks

Extending the facility may be expensive if the 

timeframes are overrun

monitoring fees each month
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themselves.

specialist funding broker provides enormous value at this point in the process. 

necessarily involve a second mortgage, but usually the lender takes a shareholding in the

Borrowing from private lenders



amount.

Banks are less keen on landbank loans, particularly if there are no plans for development in the 

other compelling reasons.

development consents.
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The pros and cons of borrowing from a private lender

Advantages

less senior bank debt, so you need 

development started sooner

Disadvantages

developers

facility

Potential to structure it as 

need to be structured as second 

mortgage

Private lending can carry more risk if you are 

priority signed
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costs more, it is usually more highly geared, and as it is provided by a non-bank lender there are 

Interest & fees

Maximum loan

Non-Bank

65% of GRV 

10,000,000.00

5,000,000.00 

650,000.00

6,500,000.00

2,150,000.00

15.6%

10,000,000.00

5,000,000.00 

5,600,000.00

2,760,000.00

19.6%

59%

Bank Lending

67% of TDC

GRV or TDC: Which one is right for you?
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the bank option looks even less favourable.
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Presale Requirements - Banks

Why do the banks require presales?

the deals so that only the best ones get funded by them.

on settlement of sales.

development before it is constructed. Presales

give an indication of a minimum current price

trust the developer.

the debt on settlement. Normally a developer

speculate that sales might be achieved or that

commitments that reduce the future

servicing risk.

property sales that are made by a developer before 

construction is completed. Banks need certain conditions 
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undisclosed incentives, like cash rebates, and 

market sales.

guarantee the purchase.

administration or a mortgagee assumes

issued that the contract is complete.

is also a limit on foreign purchasers. Bulk

purchasers are not acceptable to the bank

because it increases the risk of settlement

may be considered in lieu of cash deposits as a

minority part of presale purchases.

the Lender on their merits to ensure settle-

solicitor on a monthly basis.

What makes a qualifying presale? 

Presales must meet certain criteria from 
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zoning and title information

risks, market, site and more

site, potentially recommending further

reports such as contamination or geotech

they choose to approve or decline your loan.

To create the report, the valuer will need

notices

preliminary survey plan, if you have one

properties

units, including any conditions

What information is required for a 

development valuation?

Putting a cost on the construction of your development and the value of its end product is one of 

future revenue from the completed development and thereby its feasibility. Or a valuation can 
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Development Valuations
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Valuation considerations

puts a value on the as-if-complete

development, and then assesses the property 

transaction to a single buyer.

because it may mean your lending is based on 

Another thing that lenders may ask valuers to 

scenarios.
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At the next stage, when you actually apply for 

bank or non-bank loan, you’ll need to provide 

completed

pricing, any available marketing material,
photos etc.

property to be developed.

building consent if available

not signed as the lender may have some

builder.

What information is required for

any

outstanding debt

total

expected sales revenue

professional fees

complex than simply

building a single house. 

you'll most likely need to already have resource 

a builder and a construction contract. 
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The information you’ll need to complete



sponsor and guarantor

details of the group structure.

copy of the proposed Sale & Purchase

Agreement, preferably prior to being be signed
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accepted, let alone approved, without resource consent, and most, if not all, of the above

building consent.
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of the process. An inexperienced broker, or trying to do this yourself, is most likely to result in your 



Once you have your consents in place and are ready

as follows.
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appropriately, but it is critical to get this right.

1

2

3

4

assessments and other factors. 

5

6
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6

Formal assessment 7

8

Once all the documentation is returned by your solicitor, all properly completed and executed, and 

the initial funds you need to get started. 

9

investment phase is then able to be completed.

10



Ammon began as a mortgage broker, guiding 

restructuring their loans to save them money and 

portfolio. Ammon then started a business that 

involved in everything from buying the land, to 

then handing over the keys at the end. 

mortgage manager, giving him behind-the-scenes 

residential lending businesses. 

his business partner developed four 12- to 15-lot 

brokered development funding for clients,

six-level apartment building and a 90-apartment 

understanding of feasibility, bank PFUs and the 

challenges of being a developer. 

developers had nobody to help them secure 

Ammon Acarapi, Registered Financial Advisor

Development Funding. He believes only someone 

Peter Cotton, Registered Financial Advisor

With over 25 years in the banking industry, and 

property 

consultant, Peter has a comprehensive

residential, 

commercial and developments. He 

processes of properly 

evaluating any

and 

set up their corporate, commercial and

industry, primarily 

sourcing funding for property
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assists in sourcing funding for all types of 

short on capital. the funding you need.

Em.
Ph. 

This document, either in whole or in part, is NOT to be reproduced without the express written permission 
of the writers noted above.  Failure to comply with this requirement may result in prosecution.
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GLOSSARY
Collateral security 

your home as part of a loan, the home is collateral security. 

Drawdowns

Feasibility 

Fire sale value

Full recourse debt or full recourse guarantee

General security agreement

Gross realisable value (GRV)

Hurt money

In one line valuation

Line fees
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GLOSSARY
Mezzanine funding

forecasts. More expensive than the senior debt. 

Non-bank lender

or similar. 

Pari passu

Preferential equity

Presales

Property funding unit

Quantity surveyor/QS

Residual stock lending

units. 

Total development cost (TDC)

costs, etc. 

Tranche


