


Why do projects fail?

Wrong Location

Wrong Timing

PERFECT PROJECT _ WRONG TIMING

Mismatch between Product and Target 
Market 

Bad Cashflow Management

Construction gone wrong



PMBOK: An uncertain 
event or condition that, if 
it occurs, has a positive or 

negative effect on a 
project outcome.

Uncertainty: The lack of complete 
certainty, or the existence of more than 
one possibility. A state where the 
outcome is not known.



You don't know what you don't know.

Not knowing what's coming next

Not knowing what to expect next

Not knowing what to prepare for next.

Not knowing the cash injections

Lack of 
knowledge & a 
SYSTEM

Post GFC, the rules have changed.

Get someone who can look over your shoulder.



Identify 

Approach

Audit of Risk factors

Based on experience

Checklists

Property Development System

Process Analysis

Review Steps to understand all activities you will undertake

Look for possible risk events with critical eye

Each project is unique, must follow a system

Risks

Generic Risks

Economic Risk

Taxation Risk

Terrorism Risk

Market Risk

Discuss Market Cycles and what causes them.

Importance of timing

Supply Vs Demand

Development Risk

Planning Approval

Interest Rate Risk

Regulatory Risk

Liquidity Risk Cashflow

Borrowing/Funding Risk

Property is seen as a special class by financiers.

in most market conditions 
property can be geared & 
gearing causes risk.

Once the development has 
commenced the developer is 
almost OPP% dependent upon the 
financier to continue funding the 
project to completion.

Partially completed projects can 
only be sold at heavy discounts or 
book value. Difficult to ascertain 
cost to completion.

Lenders Concern

Fully secured at all times.

Lower LVR

Safety Margin

Must be able to finish 
construction with funds 
approved for the project.

Lender

Always have more than one method of repayment.

Develop poject and sell as planned

sell project and make 
up shortfall from 
collateral security

sell project and collateral 
and make up shortfall from 
sponsors guarantee.

Buying a Lemon Due Diligence

Construction Risk
Tripart Agreement

Builder can go bust

Project Failure

Inability to sell

Wrong product fit

Numbers don't stack

Incorrect Marketing



Measure

Probability Likely hood of that event occuring

Uncertainty & Outcome

Measuring Risk

Expert Intuition

Expert Audit - Gut feeling

Stratification Method - graphic representation



Manage

Information & Uncertainty

!. Start with Little research, relying on rules of thumb.

9. Initial Research, simple enquiries at small cost

>. Detailed Research, input from consultants

A. On Completion - all information is clear.

Action Strategies

!. Avoid - Do not enter into the action that generates risk events

9. Reduce - Lessen uncertainty, take steps to minimise the consequences

>. Transfer - Pass the responsibility to another party.

A. Retain - Accept responsibility for the consequences of the risk event.

Property Development 
Strategies

Allowing for Contingencies

Due Diligence

Don't carry all your eggs in ! basket

Ownership Liability

Limit Financial Liability

Run sensitivity analysis | Create a COPY of your financial feasibility, 
increase interest rate, cost of construction etc.

Transfer - pass to client, contractor or other stakeholder

Operations - refine, change or improve the internal systems of your 
project to minimise risk.

Insure - another form of transference but with clearly defined limits and prices.

Retain - last option when all else fails. Need to be priced correctly.

Get Educated
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