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To: 


CHA Private Property Managers

From: 


CHA Mixed-Finance Budget Group

Issued: 

September 4, 2020
Effective Date: 
Immediately (Until amended, suspended or rescinded)

Subject: 
FY2021 Development Operating Budget Process 

Background
The fundamental purpose of the Development Operating Budget is to reflect the changing needs of the property. It is a tool to ensure that expenses are budgeted prior to commitment, except in emergency cases.  
Chicago Housing Authority (CHA) expects the approved Development Operating Budget to reflect the current needs of the property and that all line items are properly budgeted.  On-going assessments of the adequacy of property budgets shall be performed by the Property Manager (PM).    
The PM is required to generate financial reports and input; prior year actuals (2019) data, current year’s (2020) the CHA approved budget and then determine whether a budgeted line item is within budget.  If the CHA’s 2021 proposed annual budget amount exceeds the projected CHA’s 2020 actual expenses, please provide justification for increases.
The following information and processes have been created to aid in the process:
· A property is expected to operate within the CHA-approved annual budget
· There are four tabs/spreadsheets that require completion:

· 2021 Budget – most sub-tab items are linked to this summary spreadsheet
· Line Item Explanations sheet feeds into the budget sheet

· Compensation Detail which identifies position, name, salaries and benefits

· Capital Cost

· Replacement Reserve Balance 

· The PM shall evaluate the need for budget revisions prior to expending available dollars on each line item, taking into consideration the new annual expense projection
· The property’s potential income/revenue shall only include the public housing authority-assisted units (including rental income)
· Fill all budget line items, even if zero.  Detail explanations/justification is required for expense line items
· CHA Subsidy Income shall be calculated based on current year amount increase by the lesser of 2% or the Consumer Price Index rate.

· Due to limited/reduced funding, budgeted expenses should not exceed potential income.  There should be adequate funds reserved for future expenses
· Potential capital expenses should be isolated from operating expenses and budgeted on the Capital Cost spreadsheet
· Interest on Debt Service must be included in budget, where necessary (please refer to the regulatory and operating agreement)

· Replacement Reserve deposits must but included in budget, if applicable
· In most instances, anticipated budget overruns shall be addressed prior to approval  
· Re-occurring or routine expenses (i.e. Telephone, Rubbish Removal, Security, Snow Removal, Taxes, etc.) shall be taken into consideration
· Complete Tenant Rent Reserve Deposit Balance portion of budget summary spreadsheet
· CHA will continue to provide clear communication and support throughout the 2021 budget process
· Expediate response to questions and/or issue will improve the process flow.
· CHA expects to approve each budget within 60 days of receipt
· Calendar Year 2021 development operating budgets are due to CHA no later than 9:00 AM, Monday, October 5, 2020.  Please remember to copy portfolio managers and financial analysts in your transmittal
Historically, the following were reasons for rejection and/or delay of budget approval:

· Budget exceeds allotted amount

· Budget was submitted late

· Funds not available

· Replacement reserve, rental income, and interest on debt service amounts were not included in the budget

· Inadequate explanation for increasing/decreasing a budget line item

· Increasing payroll line item (without approval from Property Office)

· Significant increase/decrease to Management Fee

· Incurring legal-related expenses without any Bad Debt/Collection Loss

· Presence of Advertising expense
· Audit/Accounting Expense is substantially greater than prior submissions
If you have any questions about the information contained in this advisory, please contact your portfolio manager, financial analyst or Tony Banks, Manager, Property Accounting, Office of the Comptroller, Finance at (312) 913-7073 or tbanks@thecha.org. 
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