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Clockwise from top left: Homes within reach for new buyers include
Jackson, in Atlanta; Cypress, in Houston; Colorado, in Houston; and Birch,
in Dallas. For first-timers, having few options simplifies the buying process.

For the builder, it streamlines operations.

and build, Merdian says. Although if any subcontractor or em-
ployee does need to consult plans, specs, bids, scopes of work,
or schedules, they can access the company’s bid center website,
a sort of document repository, and pull that information.

LGI doesn’t pay top scale, yet Kyle Hanna, VP of purchasing
and national accounts and one of more than 20 employees
who live in an LGI home, says, “We're a dream company for a
trade to work for” One reason is that the builder preloads its
start schedule at the beginning of the month, so subs know
they have consistent work in the pipeline. “Not many builders
can give trades a stretch of 24 houses at a time,” Hanna says.

Working for LGI means subcontractors won't have to deal
with dry runs, change orders, or customers. Construction man-
agers make sure jobsites are work-ready and clean, and the
builder recently converted to software that pays subs every
week by direct deposit rather than every two weeks. When LGI
enters a new market, Hanna hires someone who is familiar with
local contractors and suppliers to be the purchasing manager
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COMPANY CULTURE

In the training room of Houston headquarters and informa-
tion centers nationwide hang signboards listing the 13 beliefs
and behaviors that define LGl company culture:

— Systems-based company (LGl way)

— We, us, together vs. |, me, my, them

CANI (Constant and Never-Ending Improvement)
— Hire the best
People-focused

If an employee fails, it is the manager’s fault

Corporate exists to support field operations

Sales and closings

Best sales system in the world
— People sell homes, not the home itself
The sales system is designed for the customer to make a

decision on the first visit

— Cleanest jobsites in the world

— Construction manager will be correct 100 percent of the
time when he/she builds homes according to plan

PHOTOS: COURTESY LGl HOMES
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Susana Garrocho and Sergio Justiniano listen as senior construction

manager Billy Trump conducts a homeowner orientation.

LGl information centers are packed on weekends. Salespeople, whom

LGI calls new-home consultants, function as teachers and counselors who

educate first-time buyers on mortgage qualification and homeownership.

for that market. The company will assemble a trade list mostly
via referrals from its subcontractor network and local builder
associations. If needed, the marketing department advertises a
hotel event and invites subs to attend. LGl managers and trade
partners tell their stories, and then the company accepts ap-
plications. Like any builder, LGI has challenges with tight labor
availability, but that's never a factor that determines whether
the builder enters or rejects a new market. Hanna is confident
that LGI can find trade partners wherever it goes.

The company assigns at least one construction manager
per community, and the managers are tied to every house
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New-home consultants Brad Huxford (left) and Albert Maldonado (center) at
The Trails at Seabourne Parke information center near Houston. Sales manager
David Badillo updates the whiteboard that tracks sales appointments and

outcomes. A board like this hangs in every LGl information center.

through the lifecycle of the build rather than passing it, and
any defects, on to a warranty manager to deal with. That's
a big reason why LGI averages less than $500 per home in
warranty cost. Construction managers walk the houses ev-
ery day and correct mistakes as they're found rather than
waiting until closing. So when that manager takes a buyer
through the house orientation, that home is 100 percent
ready because the quality checks and corrections have been
done beforehand.

“Many builders use that day to punch out the house,” Hanna
says. “They're there with the checklist and blue tape and go to
town. We don’t do that. Our goal is [to have] no action items
when the buyers go to closing.”

LAND POSITION

LGI owns or controls almost 30,000 lots, which is about a
three-to-five-year supply of land. Not a single acre is an A lot
on a coastal beachfront or infill in a major downtown. Many
are locations that are farther out from city centers than the
C lots that other builders are uncomfortable building on. But
Jack Lipar doesn’t look at land through the lens of a letter
grade. “You have to put your feet in the shoes of the customer,
sit there, look, and say, ‘Would I live there?” Jack says.

The answer was yes when Lennar offered to sell Deerbrook
Estates to LGI. In addition to picking home sites that are in
the midst of at least 40,000 renters within a 30-mile radius,
there is one other exercise that LGI conducts on top of all the
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other due diligence items that builders scrutinize before buying.
The company tests the land with direct mail.

After a location is under contract, LGI sends approximately 7,000
mailers to apartment dwellers. If the land acquisition team fields 18
calls within a four-to-five-week period, the deal proceeds to the acqui-
sition committee for approval. If the market test garners fewer calls,
the deal is killed no matter how great the price or pristine the property.
The committee, consisting of Eric and Jack Lipar, Snider, and Merdian,
reviews the deal, and if it meets the criteria regarding engineering
costs, sewers, utilities, and other land-acquisition requirements, the
contract moves on to closing. If not, the deal is terminated.

“We do not have the layers of approvals for a land transaction that
other builders have, which means we're extremely nimble at finding
a piece of property, underwriting it, getting it to close rapidly, and be-
ing into sales,” Jack Lipar says. “That’s part of the secret of how we've
been able to grow our company. We follow stringent guidelines, but we
don’t have layers of approval and corporate to get through”

With Deerbrook Estates “we knew we had a home run,” Jack
says, because the market test mailers quickly generated 50 calls.
He even fielded a call on his cell phone from a mailman who was
delivering the direct-mail pieces to renters on his route. After the
deal closed, a Lennar manager told Lipar he hoped to build and
close on their last 40 or so lots before LGI started selling theirs.
LGI ended up selling 176 units before Lennar closed its remaining
houses. “This just shows that our process will work anywhere,”
Jack says, “and we proved it by buying another asset that wasn't
working for them, and it turned out to be a home run.”

Recently, LGI has diversified by building Terrata Homes, move-up
products that start selling in the $400,000s. Three Terrata commu-
nities have been built, near Charlotte, N.C., in San Antonio, and in
Denver. If LGI goes deeper into building more upscale homes, it will
have to pick land closer to A locations, but even that won't change
the company’s criteria for buying. Besides, entry-level homes will
always be the lion’s share of LGI's business. The way Jack Lipar sees
it, the D and F locations today could be the A or B lots of tomorrow
as cities just organically grow. As urban centers expand, LGl can
also go out a bit farther, so there will never be a shortage of land or
first-time buyers.

Few builders are even touching the entry-level market, while
much of the recovery has been fueled by building houses for up-
scale buyers and move-up clients. Yet there is angst in some quar-
ters that demand even from those buyers could wane, should the
pool of customers for second homes shrink because they are un-
able to sell their existing houses. LGl is creating that pool of future
move-up buyers in a market where many builders can'’t figure out
how to make money on a starter home.

“We believe that we should be in every submarket we're in into
perpetuity,” Eric Lipar says. “For as long as we are in business, there
is going to be demand for housing forever.” PB
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BUILDER OF THE YEAR: 50 YEARS

A SALUTE TO HALF A CENTURY OF WINNERS

1966 William J. Levitt

1967 Eli Broad

1968 Ray Watt

1969 Donald Scholz

1970 Trammell Crow

1971 George McKeon

1972 Robert Winnerman/Charles Rutenberg
1973 Raymond L. Watson
1974 David G. Fox

1975 Philip J. Reilly

1976 Bob Schmitt

1977 George S. Writer, Jr.
1978 Richard B. Smith

1979 Guy Odom

1980 Ray Ellison

<1981 None>

1982 William Lyon

1983 Tawfig Khoury

1984 Nash Phillips/Clyde Copus
1985 John Crosland Jr.

1986 Arthur Rutenberg
1987 Ralph and Goldy Lewis
1988 Bruce and Robert Toll
1989 Peter M. Ochs

1990 David M. Weekley
1991 Ralph Drees

1992 Joseph Duckworth
1993 John Wieland

1994 Robert Strudler and Isaac Heimbinder
1995 Millard Fuller

1996 Philip Dion

1997 Sarah Peck

1998 Tim Eller

1999 D.R. Horton Inc. (first corporate award)
2000 The Olson Co.

2001 Pulte Homes

<2002 None>

2003 Hedgewood Properties
2004 WL Homes (aka John Laing Homes)
2005 Bigelow Homes

2006 Simonini Builders
2007 Shea Homes

2008 Veridian Homes

2009 Legacy Communities
2010 Jagoe Homes

2011 DSLD Homes

2012 Toll Brothers

2013 David Weekley Homes
2014 Goodall Homes

2015 Neal Communities
2016 LGl Homes



