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A. Developing the Financing Chapter of Your Business Plan

This chapter should accomplish the following:

· Completion of each of the worksheets that follow.

· Completion of the excel-based Development Proforma for SSR.
· Offer a  context for developing a pro forma for your SSR project

· Explain the anticipated funding for the project and provide justification for the selected funding strategies.

· Clarify and justify the expected revenues from this project.

· Discuss the various elements of the project operating costs and explain how each one will be addressed by this project.

· Describe the development model and process that will be followed and explain how each element of the plan will contribute to the balance between quality and efficiency.
B. Financing Objectives 

List the specific SSR program objectives associated with Financing, including elements associated with revenues, development costs and operating costs. Objectives should be specific, measurable, time-bound statements of intended future results.

	1. Example:  By February, 2012, the City Center Community Action Agency will develop 22 SSR units with fully funded operating costs, including property management, asset management and service provider fees.

	2. Example:  Mindful of how overly-optimistic budgeting during development can contribute to we will develop our budgets and projections conservatively using worst-case scenarios. We will aim for low or no debt on our SSR units.

	3. 

	4.

	5.

	6.


A. Project Development Pro Forma
In many ways, a good proforma tells the story of your project:  what you plan to build, whom you seek to serve, the market realities you’re working within and how you’ll pay for it all. You should begin drafting a proforma early—as you are first forming your development concept—and refine it repeatedly as you vet project feasibility and solidify numbers.
You may want to review this Sample Project Development Pro Forma for SSR development. 
A blank Development Pro Forma Template for your project is also provided in part of this toolkit. Enter information on project costs, rent and so on into the yellow input cells in each integrated worksheet. You will have to track assumptions and develop sound estimates. 
It is critical that you involve staff and/or partners who are experienced and knowledgeable in both rental housing development and management. A good property manager can help you figure out operating budgets, assist in assessing the rental market and aid in determining the scope of rehabilitation you must do. Do not make the mistake of leaving your property manager on the sidelines during this crucial decision-making period. 

Review the sample pro forma and complete the pro forma for your project.
	Components of the Scattered Site Rental Development Proforma Template

	Worksheet
	Purpose

	1) Summary 
	· Summary of key project info from other worksheets

· Shows sources of permanent financing and funding (mortgage, tax credit equity, HOME) so Sources equal Uses.

	2) Revenue
	· Shows specific unit information, rents, utility allowances

· Estimates Non-Rental Income

· Calculates Gross Rental Income

	3) Operating Budget
	· Shows detailed annual operating costs for individual units and/or overall project

· Shows assumptions for vacancy rate and Debt Coverage Ratio

· Calculates Adjusted Gross Income 

· Calculates Net Operating Income

· Calculates potential mortgage and shows actual mortgage

	4) Operating Cash Flow
	· Shows annual revenue and expenses for 20 years

· Calculates annual Net Operating Income (NOI), Debt Coverage Ratio, and Net Cash Flow

· If Net Cash Flow is negative, calculates the necessary Operating Deficit Reserve 

	5) Development Budget 
	Calculates Total Development Costs 

	6) Construction Budget
	Calculates total construction costs

	7) Construction Cash Flow
	Charts & calculates effect of: 

· Construction Cost Expenditures 

· Timing of Subsidies, Equity, Permanent Loan, etc.

· Balance, draws, pay down and interest on construction Loan 
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