Business Plan for Country Place Living

by
Lisa M. Young

Final Project
Presented to the Faculty of the Graduate School of

Saint Mary-of-the-Woods College
in Partial Fulfillment

of the Requirements
for the Degree of
Master of Leadership Development

Saint Mary-of-the-Woods College
24 August

2013

Signature Page

Saint Mary-of-the-Woods College
Graduate Program in Leadership Development
Date
ql

We hereby recommend that the Final Project submitted by:
Entitled:

- 1 Ao

NLD

Har

Li

LN/
PY

Ff

”}

AOA
~~

Cob

Lz

jy

7).

Urura
7
/

/1

od

4

/

ra

oC UM A~=
fo

Af

a

/)

Vv

Be accepted in partial fulfillment of the requirements for the degree of Master of

Leadership Development.

Advisory Committee:

We certify that in this Final Project all research involving human subjects complies
with the Policies and Procedures for Research involving Human Subjects, Saint Maryof-the-Woods College, Saint Mary-of-the-Woods, Indiana 47876

Master of Leadership Development
OL599 — Capstone Project
Lamprini Pantazi, Ms, MBA, ABD, PhD

Business Plan for Country Place Living

Prepared By
Lisa Young

24 August 2013
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Executive Summary
The number of senior citizens in the United States is on the brink of a 20 to 30 year
explosion as baby boomers retire and live longer than ever. This age group more than any
generation before them want to be independence and self-sufficient for as long as they can.
Athens is a rural community overlooked by developers of suitable housing options.

In

2005, Athens identified a need for senior housing — a need that eight years later is no closer to
reality than it was when it was identified.
This oversight coupled with the upcoming growth in senior population is our opportunity
to establish a legacy for the seniors living in the Athens area by creating a twenty-first century
assisted living facility.
Although the goal is to fill a need and establish a legacy, a twenty unit apartment facility,
built in two phases, has the potential to earn significant income for the investor owners of the
business.

The first phase will produce an eight percent return within three years and when all

twenty apartments are filled this will increase the revenue even more impacting the bottom line.
Review this business plan and see for yourself what this could mean for the community
and you.
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Opportunity
The vision for Country Place Living came in 2011 during a conversation between friends
about giving back to our hometown, Athens, Wisconsin, by filling an unmet need.

The decision

to address a housing need for seniors and disabled community residents came from hearing
multiple stories of former community members that now reside in assisted living centers in
neighboring communities because Athens has no facility. These firsthand stories highlighted the
need for a new housing option for our citizens. Our goal is to build and operate a combined
independent and assisted living facility to provide a residential option that allows our
community’s loved ones to remain close to their families and involved the community they know
and love. Although this business plan is based primarily on statistics related to senior citizens,
persons with physical or certain neurological handicaps are also target residents of the facility.

Demographics
Athens, Wisconsin is a rural community located in North West Marathon County in
central Wisconsin. Athens has a population of 1100 residents within the village limits and
another 4100 in the surrounding rural townships outside the village (State of Wisconsin
Department of Administration, 2013).

Table 1
2010 Population Data for Athens and Surrounding Townships
DOA
Combined

Municipalit
T >
y

37102
37006
37034
37036
37046
37070

V

Code

yp

Municipality Name

County

ATHENS
BERN
HALSEY
HAMBURG
JOHNSON
RIETBROCK

MARATHON
MARATHON
MARATHON
MARATHON
MARATHON
MARATHON
Total

Final
Estimate

2012

1,106
599
647
912
985
977
5,226
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Note. Data source is State of Wisconsin Department of Administration.
Marathon County’s 65 years and older age group is about 15% of the total population
according to the 2010 United States census (United States Census Bureau, 2013).

That

percentage means that roughly 784 residents in the target market area are over the age of 65.
This population age group will continue to expand heavily as the baby boomer generation, those
born from 1946 through 1964, reach age 65 over the next 17 years. Growth in this age group is
also increasing due to advances in fitness and healthcare.

A male who reached the age of 65 in

2010 has a life expectancy of another 17 years; a woman can expect to live another 20 years.
This is a five year increase over 1950 life expectancies which were 12.8 and 15 respectively
(Center for Disease Control, 2012).

The baby boomers and increased life expectancies will

create the largest elderly population in United States history through the next thirty to forty
years.

The following table shows the growth when the United States census population forecasts

for Marathon County are applied to the target customer geographic area.
Table 2
Estimated Population change for Athens and Surrounding Townships
2012
Change rate
Population > 65 years

784

2020

2025

2030

2035

17%

16%

12%

6%

917

1064

1192

1263

Current Housing Options
Many of the area’s rural residents move into the village as they get older, creating a
higher population in this age group living in the village than in the rural townships.

The Village

of Athens states that 32% of households within the village limits have one person over the age of
65, and approximately 29% of households are one person households (Village of Athens Board,
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2005).

That’s one in three people living alone. Due to lack of clear options, many seniors

remain in their homes or rent one of the few traditional apartments available in the village. They
often rely on friends and family to assist them with home maintenance, shopping, transportation
and other basic needs.

These residents are often homebound and are socially isolated during the

winter months due to the climate.
Athens has one senior housing apartment building.

This small building offers no

assistance with individual needs or social and extracurricular activities. It is merely a Section 8
low income apartment building designated for seniors. This facility is managed by an out of state
company that has no direct contact or relationships with the individuals residing in the building.
Many of the neighboring villages and cities of similar size have established some type of
facility for their aging population. Some Athens residents move to these facilities because no
option exists locally.

Solid statistics on assisted living occupancy rates in Wisconsin were not

available, but site visits and interviews with administrators at three neighboring facilities
revealed a 90% occupancy rate. These are small facilities comparable to the vision for Country
Place Living. The nearest facility is 16 miles from Athens in another village.
The Village of Athens Board identified a need for additional senior and special needs
housing in its 2005 comprehensive plan (Village of Athens Board, 2005).

Although it was

identified as a mid-term need, eight years into the twenty year plan, the Village Clerk confirmed
no progress has been made to fill this need (Czeck, 2013).

Athens is definitely lagging behind in this service to its citizens.

Opening an assisted

living facility within the community would allow local citizens to remain in their community
with familiar people, businesses and faith communities.
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Trends in Assisted Living
Independent and assisted living facilities are a relatively new senior care option which
has grown in significant popularity in the past decade.

A few decades ago, the primary option

for those who could not live on their own was to move to a nursing home which equated to a
bedridden life with few to no social programs for the residents.

As families and society sought

new options for their loved ones, the assisted living centers grew in popularity by filling the gap
between independent living and full scale nursing home care. This shift in care is confirmed by
the fact that nursing home bed capacity in Wisconsin has declined by 10,000 since 2001 while
assisted living capacity has increased by almost 18,000 (Johnson, 2012).
Across the nation seniors are living longer, healthier lives and want to maintain their
independence as long as possible.

Often they need only minimal assistance with routine tasks

such as organizing their medicines and performing household chores.

Many larger cities have

built residential facilities that allow residents to progress through their retirement years in one
facility. These progressive community models allow residents to start out in an independent
apartment while they are still self-sufficient, then move to an assisted living apartment (or room)
if their health begins to decline, and finally to a nursing home or memory care unit if necessary.
Although Athens may not fit the model for a full scale progressive facility, an
independent and assisted care facility without a nursing home would provide an immediate
benefit to the local residents by allowing them to remain in their communities as long as
possible.
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Proposed Business
The opportunity underscores the need for the development of Country Place Living, an
independent and assisted living facility within the village limits of Athens, Wisconsin.

Country

Place Living will provide a new and exciting residential option for the citizens of Athens.
goal is to provide affordable housing and senior care within their home town.

The

Country Place

Living will allow all residents to be socially connected in ways that were not possible in their
own homes.

Assisted living residents will benefit by having someone to assist them in their

daily living activities. The vision is to create a facility that attracts residents and community
members who want to be a part of the Country Place Living family in some way.
The community will benefit by having a local option for their loved ones.

This business

would create economic benefits for the community by creating jobs and paying taxes that support
Athens.

The Village of Athens Comprehensive Plan developed in 2005 highlights a desire to

address senior housing needs, attract new businesses and create a better quality of life for its
residents.

This business supports those objectives and we anticipate strong community support

for the project.
The remainder of this document will further detail the business plan for this exciting
business opportunity.

Mission
Country Place Living exists to provide a living and social environment that allows
residents to age with dignity in their own community through affordable, comfortable housing
enhanced by customized services for their special needs.

We want to be the destination of choice

when a lifestyle change is necessary to maintain quality of life.
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Product and Services

Definition of Independent and Assisted Living
“Independent living” and “senior living” facility are terms commonly used to describe an
apartment setting that has been specially designed or adapted for senior or handicap living.
Special features typically include handrails, minimal steps, easily navigable floor plans, wider
doors to accommodate walkers, scooters and wheelchairs and elevators in multi-story buildings.
Residents manage all activities of daily living (ADLSs) without assistance.
The term “assisted living” lacks a single national definition which results in a broad
interpretation and use of the term.

The book, Assisted Living Industry; Context, History and

Overview, lists thirteen different definitions that have been adopted by thirteen different

organizations, associations or people.

In its simplest definition, assisted living facilities offer

room and board with provisions for assistance with activities of daily living such as bathing,
dressing, grooming, continence and eating.

In addition, assistance with transportation,

housekeeping, laundry, obtaining medical and social services, supervision of medications as well
as other medical needs is often offered (Yee-Melichar, Boyle, & Flores, 2011, Pp: 9).

Wisconsin Definitions for Level of Care
The Wisconsin Department of Health Services regulates assisted living facilities in the
state along with adult day cares, adult homes, rehabilitation facilities, memory care, and nursing

homes.

The following illustration shows the progressive level of care provided by the various

types of facilities. Independent living senior homes are not regulated by the DHS, but must
comply with all local building, housing and occupancy codes for apartment living facilities.
Country Place Living proposes to operate in the first two levels of care shown in Figure

1. Operating in this scope brings a familiar housing model to Athens.

10

Opening a full scale,
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advanced care facility is not a good option because it would require significantly higher startup
costs and a smaller target customer group which would increase the likelihood of failure.
Country Place Living would seek licensure as a Residential Care Apartment Complex (RCAC)
per the Wisconsin Department of Health definition (Wisconsin Department of Health Services,
2011).

As the operation matures and the tenants age in place, periodic evaluations will occur to

determine if there is a need for additional levels of service.

J

Assisted Living

i
i

"Residential Care

Reside in own home or
apartment
* No outside assistance

- Skilled Nursing Care

« Single room w/shared living

|
* Full Scale nursing and doctor care
* Typically short term

.Apartment Based Living

+ Meals, hygeine, etc.

. Nursing Home

* Moderate Assistance with:

e 24hr onsite staff

® 24 hour nursing care

* Housekeeping

* Memory Care

* Grooming
* Medications

* Mental or Physical Disabilities

* Transportation

¢

* All needs provided for
* Short term rehabilitation
* longterm care

* Mental Health Problems
Hospice

Th

;

- Room

Assisted Living
Community Based

Hospital
|

- Residential Facilities |

7

,

Figure 1. Progressive care illustration based on definitions from the Wisconsin Department of
Health.

The Product - Housing
Athens has no buildings available that would be suitable to rehabilitate into a senior
living facility therefore new construction would be required.

A modest building reflective of the

styles in the community would be built to fit nicely into the existing neighborhood.

The facility

and apartments will be designed to accommodate both independent and assisted living tenants
with no required differences in the apartments.

This means tenants can upgrade from

independent to assisted living services without having to move from their apartment.

They

=
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merely add these service options to their contract to begin receiving the additional support they
need.
The proposed housing model is a single story, U-shaped building containing 20 one and
two bedroom apartments.

A common area will be built in the center with two residential wings

with interior hallway access to the common areas and other wings.

The U-shape will create the

perfect setting for a courtyard with outdoor gardens and seating. Figure 2 provides an idea of the
courtyard concept with exterior access to the apartments facing the courtyard.

Figure 2. Housing concept proposed for Country Place Living.
The residential wings will consist of unfurnished one bedroom apartments, roughly 500
sq. ft.; (two bedroom, 600 sq. ft.); contain kitchen, living room, bathroom and bedroom(s); and

both interior and exterior entrances.

Figure 3 illustrates the floor plan of a typical apartment. The

exterior perimeter of the residential wings will be flanked by covered patios and sidewalks to
provide residents with an outdoor living space as well as entrance protection from the elements.
Residents will provide their own furnishings and home décor allowing them to personalize and
create a familiar home environment.
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Figure 3. Apartment layout concept proposed for Country Place Living.
The non-residential area will include office space for staff, a social area, community
room with kitchen, laundry facilities, exercise room, chapel, mail room and restrooms.

The

social area will have an inviting fireplace and window views to the landscaped courtyard
between the two residential wings.
Most utilities will be included in the monthly rental fee.

heat, water, sewer and electricity.
satellite television.

These include wireless internet,

Self-pay utilities include land line phones and cable or

Carports and garages are common desires in this region due to winter

weather and could be built in the future if the demand is evident. Garage users would pay an
additional monthly fee.

The Service - Recreational and Social Activities
Our goal is to offer residents a more active mental, physical and social life than they had
prior to moving to Country Place Living.

Residents can interact through simple conversations,

shared exercise, a friendly game of cards or watching television. The social area will contain a
library of magazines, books, audio books, movies, games and computer access for the residents’
13
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enjoyment. The proposed location for the facility is located within walking distance of three
churches, the post office, fairgrounds, and the downtown shopping areas. Table 3 lists some of
the ways both independent and assisted living residents can be active in their new home without
incurring additional cost.
Table 3
Senior Activities

Mental

Social

Physical

Chapel

Talking

Exercise Room

Games
Books

Watching TV
Playing cards

Access to village sidewalks
Gardening

Computer

Gardening

Gardening

Quilting

Audio Books

Board Games

Crafts, Quilting

Dinners, Parties

The Service - Assisted Living
In addition to the independent living option, residents can seamlessly convert to an
assisted living model without moving to another apartment or facility. Country Place Living is
not intended for those who are incompetent or for those with Alzheimer’s, dementia or other
infirmities that require more in-depth health care monitoring and service.

It is not intended to

operate as a hospice although residents could employ hospice services on their own to remain in
their home through certain terminal illnesses.

The Wisconsin Department of Health Services

defines the following criteria for assisted living facilities:
e

Housing: Apartments must each have a lockable entrance and exit; a kitchen, including a
stove (or microwave oven); and individual bathroom, sleeping and living areas.
This living option also provides to residents, not more than 28 hours per week of the

following services:

Business Plan for Country Place Living

«

Supportive Services: Activities related to general housekeeping, transportation to access
community services and recreational activities.
Personal Assistance: Services related to activities of daily living, e.g., dressing, eating,
bathing and grooming.
Nursing Services: Health monitoring, medication administration and medication
management. Health monitoring means the assessment of physical, functional and
cognitive status to detect changes that may indicate health problems and to facilitate
appropriate intervention. Health monitoring and medication management are the most
common services required by senior tenants primarily due to improper medication
administration and poor/questionable nutrition practices.
Emergency Assistance: An RCAC shall ensure that tenant health and safety are
protected in the event of an emergency and shall be able to provide emergency assistance
24 hours a day. (Wisconsin Department of Health Services, 2013)

Country Place Living residents who utilize the assisted living services would have
access to all the services inclusively or through the purchase of select services.

For example,

a resident may elect to purchase assistance with weekly housekeeping and laundry but
manage all other activities of daily living. This ala carte offering is typically managed using
a point system with each service being assigned a point value that equates to a monthly fee
that is charged to the resident.
for its services.

This is the billing model Country Place Living will implement

Business Plan for Country Place Living

External Analysis
Macroenvironment

The look at the macroenvironment as shown in Figure 4 reveals no serious issues that
would threaten this project. However, they are all factors that need to be monitored for
indications that a change may be required to reduce risk to the business.

Some of the factors are

positive and would affect the business in a good way such as the increase in senior population.
Other factors, such as the slow economy could affect the business in a negative way because
customers may not have the financial means to live in our facility.

Legislation and Regulations
- New legislation - Affordable Care Act

- Legislation now recognizes assisted living for
reimbursement
- Increasing regulations to protect patient rights

Technology

<

- Advances in healthcare allows patients to

as

Population and Demographics

live longer

- On brink of senior population boom

- Ability to use technology to seek

- Population of unemployeed workers

information, understand care options

- Lack of adequate rural housing options
seniors

Economic Conditions

Societal Values and Lifestyles
- People prefer their independence

- Recovering from long term slow economy
_ Jobs harder to come by

- Prefer to live in familiar surroundings

- High availability of workers

- Rural families have strong bonds

- Seniors’ retirement accounts impacted by slow
economy

Figure 4. External analysis for senior living facilities.
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Industry and Competitive Environment
The industry and competitive environment chart is shown here. There are several real
threats that could make Country Place Living unsuccessful if they are not considered in the
overall planning of the project and operations.

Figure 5 lists various threats facing the senior

living industry in central Wisconsin.

Substitute
eHome

Health Care

Supplier

Buyers

ePossible lack of
construction firms to
bid on project
e Availability of
healthcare staff

eFixed incomes
Thrifty spenders
Must see value
Need care options

Rival Firms
eRegular apartments
for less money
eExisting homes
eNeighboring towns’
facilities

New

Entrants

e Another facility
built within market
area

Figure 5. Industry analysis for senior living facilities.
The three top threats are Buyers, Rival Firms and Substitute Products.
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The buyers, our potential residents, are the core of the business.

If they cannot afford or

see the value in the facility, they will not move in. If we cannot fill the apartments, we will be
unable to operate the business in the black.

Country Place Living must find the right balance

between value and price to attract customers.
Rival firms are not necessarily assisted living firms, but instead can be regular
apartments for rent that are less costly. Many of the apartments in Athens are on upper levels
above businesses and are not upgraded to meet the needs of seniors, but if the rental rate is the
deciding factor, the customer will choose the cheapest option.

Customers may also choose to

stay in their existing home if it is paid for and it seems easier to stay put. The worst case scenario
is a local resident moving to another town’s facility. This is a risk that must be planned for from
the start of business planning.

The facilities, services and fees for Country Place Living must be

competitive with neighboring towns to remove that as a factor when a customer is making a
choice about where to move.
Substitutes exist for the services offered.

A substitute in use today by some residents is

a home health nurse or nursing assistant. A local 42 year old wheel chair bound man is visited
by a lady who assists him several times per week with his bathing and hygiene care. Local
residents chose this option today because it is the only one that allows them to remain in their
home within their community.
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Marketing
Marketing must be done during the development and as a long term as an operational
activity. Before the facility opens we need to ensure we have community support and build
anticipation in the community for the new business and the new housing option for the
community.

Long term marketing will require keeping pace with market trends, resident needs,

and advancement in services to ensure an attractive and affordable choice for potential residents.
The best form of marketing are the unsolicited sharing of positive experiences from current
residents with nonresidents.

Product Positioning
The marketing campaign will center on a theme of peace of mind while staying in the
community. We want to give residents and their loved ones peace of mind knowing they are
living in a safe environment with friends, activities, personal assistance and access to 24 hour
emergency care. They are giving up isolation, home maintenance, and reliance on family or
friends for assistance in exchange for a new sense of peace and independence.
The website and promotional materials will highlight a warm and inviting home
environment that offers the following features for all residents:
e

Safety — private apartments with locks; senior and handicap features throughout the
facility; access to 24 hour emergency care.
Organized activities will offer something for everyone.

Exercise programs, bible

studies, card game nights, game night, bingo, monthly pitch-ins or catered dinners to
celebrate birthdays, anniversaries and other milestones, church services in the chapel.
e

Apartments — private 1 and 2 bedroom apartments personally furnished; interior access
to and from the common areas; exterior access with covered patio and walkway.

19
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e

Lounge area with fireplace, couches, large screen TV, and tables; bookshelves
containing a library of books, audiobooks, movies, and games.
A common kitchen & dining room for residents to host family gatherings and
celebrations and resident pitch-ins or community meals.
Laundry rooms in each wing for residents’ use.
Exercise room with treadmill, bicycle, multi-station exercise machine, hand weights,

exercise and yoga mats and TV.
Christian Chapel for private devotions or services by local pastors.
On site mail delivery eliminates need to go to the post office to retrieve mail.
Transportation arrangements available for local and out of town needs. Travel distance
greater than five miles will incur mileage fees.
Grocery delivery will be available from the local IGA grocery store.
Promotional materials will also include a complete list of assisted living service options
provided by trained, qualified and caring staff including:
Medication management includes safe storage or medicines, weekly organization of
medications and refill management managed by a registered nurse.

The actual

administering of medicine will not be offered unless the demand necessitates.
Health monitoring for chronic illnesses by a registered nurse on a weekly basis or as
needed.
Housekeeping and laundry service on a weekly basis.
Activities of Daily Living Assistance including dressing, hygiene, grooming.
eating assistance may be added as a future option if the demand necessitates.

Meals and

Business Plan for Country Place Living

The promotional materials and web site will highlight Country Place Living as a family
focused service to the community and our residents.

Target Customers
The target customers are single or married couples over the age of 60 who may or may
not need assistance.

The targeted independent living senior is one who prefers to leave the

maintenance and grounds keeping to others and enjoy retirement doing hobbies, traveling and
socializing with friends.

The targeted assisted living customer is anyone over the age of 18 who

desire to remain independent but is in the need of assistance with activities of daily living, also
known as ADLs.

The primary goal is to attract and acquire residents in their independent years

and add assisted services as needed to allow them to age in place within their community.
The target market area is the Village of Athens and the surrounding townships of Bern,
Johnson, Rietbrock, Halsey and Hamburg.

postal zip code for Athens, WI.

The area is consistent with the school district and the

Residents in this area refer to Athens as their community and are

most likely to desire to live in Athens.
The typical person over age 60 in Athens has a high school diploma and earned their
living through farming, logging, construction, or manufacturing industries.

The females in this

age group are typically retired, yet handy farmwives, stay at home moms and excellent cooks.
The residents of Athens are a very self-sufficient and proud population.
the land and within their means.

They live modestly off

Very few are over indulgent.

The median household income in the village is $39,286 for all residents; $6000 less than

the county average.

The assumption can be made that the seniors make up the low end of the

income scale if they are retired from full time employment.
individuals can vary significantly.

The assets owned by these

The older or retired farmers who may still own much of their
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land have the greatest financial assets due to the gain in land value through the years.
may have sold their property and put the money in a savings account.

Others

The past 15 years have

seen a significant rise in land values that will convert to cash when sold. Non farmers may have
additional assets or have retirement income from their unions or employers.

These seniors live

within their means and spend wisely, for this reason, it is imperative to provide an option that is
attractive but also fits within their limited financial means.

Country Place Living strives to

reflect the values of the community.

Helping Residents Identify Financial Resources
When potential residents visit Country Place Living they may assume it’s out of their
reach financially. We will be prepared to offer education and alternative options they may not
know about.

The current plan does not offer a sliding scale based on income and other factors

unless it is determined that is the only way to attract residents.
The following are possible sources of money to pay for rent and services.
Self-pay from existing employment income, savings or investments, social security,
retirement income from pensions and personal or employer savings plans.

This option is

anticipated to be the primary choice of residents during the first few years residing at
Country Place Living.
Sale of existing assets — they can sell their existing homes to create cash.

Country Place

Living will seek to partner with a local realtor to give a discount off the regular sales
commission to residents who must to sell their homes to make the move.
Reverse Mortgage is an option if they choose not to sell the house for some reason.
Typically these are intended for people who plan to stay in their homes but need income.
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I would not promote this option because it creates debt for the resident, unless the
potential customer truly does not want to sell their home.
Long Term Care Insurance can also be an option, but a challenging one.
can be out of date with current care options.

Older policies

They often do not include or have not been

updated to include assisted living as a covered option since assisted living has only
become a widespread option in the past decade.

The unknowing customer may have

paid in for many years assuming they could now activate it for assisted living, only to
discover it’s not a covered option (Stevenson, 2013).

e

Public Assistance Programs
o

Medicaid (MA) Waivers are a source of funding for long term support services
for persons who are otherwise eligible for MA-funded nursing home care.

The

Medicaid Waivers can reimburse RCAC service costs up to 85% of the average
cost of nursing home care to the MA program (in 2004, $77.81/ day or
$2,367/month).

Elderly people with incomes above the SSI rate of $792/month

and less than $1,692/month (or more if there are exceptional medical costs) are

eligible for Medicaid Waiver services but must pay part of the cost themselves.
The participant's cost share is determined by formula. This formula allows people
to keep a portion of any earned income they have plus an amount to cover the cost
of housing, food, clothing, utilities and all other necessities. All of the person's

remaining income is used as cost share to pay for waiver services (WI Department
of Health and Family Services, 2013).
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o

Family Care is a new initiative in the state of Wisconsin that combines a number
of funding sources and provides a single payment for Medicaid eligible persons
with long-term needs (WI Department of Health and Family Services, 2013).
Supplemental Security Income (SSI) is a monthly cash benefit paid by the
federal Social Security Administration and state Department of Health and Family
Services to people with little or no income who are blind, disabled or over the age
of 65. It is intended to help cover the cost of housing, food, and other basic living
expenses (WI Department of Health and Family Services, 2013).
HUD Section 8 Housing Choice Vouchers may be used in assisted living
facilities. To be eligible, a household's gross annual income must be less than
50% of the county median income by household size. Voucher recipients pay
approximately 30% of their adjusted monthly income towards rent and the
Section 8 Voucher pays the balance. Assets are considered and income from
assets is included in a household's gross annual income. Special considerations
are given for medical expenses, which may be deducted from a household's gross
annual income (WI Department of Health and Family Services, 2013).

o

Food stamps are available to a tenant in an RCAC who is eligible for them (WI
Department of Health and Family Services, 2013).

Marketing Mix
The project will be publicized early to give people time to learn and inquire about the
facility and its services.

Athens is a small town and people take time to adjust to anything new.

A new independent and assisted living facility will be no different. The goal will be to generate

&
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excitement and enthusiasm for the project and secure tenants for at least one third of the phase
one units prior to opening the doors and a goal of 100% within 12 months.
The construction project itself will create quite a buzz within the community and help
generate awareness and inquiries about the facility. The construction site will have signage about
the project with details on how people can get more information.
Athens area residents, especially the seniors, respond well to traditional, local advertising
and since our geographic area is small and the target customers are accustomed to traditional
method of advertising, this will be our primary method of advertising.
included on all promotional and advertising material and signage.
allow immediate access to the site from a smart phone.

A web site URL will be

A QR code will be included to

The following marketing methods will

be used prior to the opening of the facility to attract potential tenants:
e

A website will be developed to share information about the project.

The site will

contain architectural renderings of the facilities, apartments and common area;
information on the housing and assisted living services; contact information and an
option to request more information or to receive a phone call.
A press release will be submitted to the Record Review, a small regional weekly paper
with a circulation of 2900, announcing the Village of Athens’ approval for the project,
followed by a later article and picture of the groundbreaking and ribbon cutting
ceremonies with village officials, construction manager and investors.

All articles will

provide details for potential residents to get more information.
Pre-opening informational sessions will be held beginning about 6-9 months prior to
the facility opening.

These sessions will be advertised in the newspaper, the Salesman

Sam and church bulletins.

The Salesman Sam is a 20 page announcement and
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advertising newsletter specifically for the Athens area and reaches about 1000 homes.
People read it more thoroughly and hang on to it longer than the newspaper.

The

informational session will provide an opportunity to share the mission and vision of the
business, housing information and explanation of services to interested community
members.
Advertisements will begin running in the local newspaper and the Salesman Sam about
six months prior to the facility opening.

The estimated cost to run a 1/2 page black and

white ad in the Salesman Sam for six months is about $420 and the cost for a similar size
ad in the newspaper once per month for six months would be about $1000.
An informational booth will be setup at the Athens Fair the fall prior to the facility
opening.

The booth could be repeated annually if necessary to ensure steady

communication out to future customers.
Incentives or discounts will be offered for residents who sign a contract prior to the
facility opening.

An incentive will also be offered to residents from Athens residing in

out of town facilities if they return to Athens and take up residency in Country Place
Living.

o

Business Plan for Country Place Living

Startup
The development of Country Place Living will occur in two phases.

Phase one will focus

on establishing the business and building half of the apartments and the common area. Phase two
is expected to occur about three years after the facility opens or as dictated by customer demand
and it would entail building the second residential wing of 10 more apartments.

Phase one is

expected to take about 18 months from project approval to occupancy.

Timeline - Approval to Grand Opening
Phase one will consist of parallel tasks of facility construction and development of the
business model.

Figure 6 illustrates a proposed timeline of key tasks and milestones for phase

one. Key tasks will be described in further detail in the following pages.
Q114
Task Name

Start

Finish

Feb

2/7/2014

Tentative Offer to Purchase Land

2/3/2014 |

Site Evaluation and Report

2/10/2014 | 2/28/2014

15d

Architect's Rendering and Preliminary
Construction Estimate

2/3/2014 | 3/14/2014]

30d

Present and Seek Village Board Approval|

4/1/2014 | 4/14/2014

10d

2/4/2014 | 3/31/2014

40d

Finalize Purchase Land

4/15/2014 | 4/15/2014

od

Detailed Architectural Plans and
Estimate
Prepare and distribute RFP packages to
construction firms

4/1/2014 | 4/30/2014]

22d

4/15/2014 | 5/15/2014

23d

Review Bids, Award contract

6/16/2014 | 6/30/2014

11d

Secure Building Permits

7/1/2014 | 7/10/2014

8d

Groundbreaking

7/15/2014 | 7/15/2014]

od

Construction of facility

7/15/2014 | 3/31/2015

Interior Finishing and Decorating

1/15/2015 | 3/30/2015
9/30/2014

Prepare Accounting model

11/17/2014

Develop

contract for residents

Develop policies

Q314

Mar

Apr

wy

|

Jun

Jul

Aug

5d

Secure Project Funding

Administrator Hired

Q214

10/31/
2014
12/15/
2014

1/2/2015 | 2/13/2015
11/17/2014(

3/13/2015

Implement contract with service
providers

2/3/2015 | 3/31/2015

Secure licensure with state

12/1/2014 | 2/13/2015

Marketing, community forums,
advertising

2/3/2014 | 3/31/2015

Final Walkthrough, building inpsection

4/1/2015 |

4/3/2015

Grand Opening Open House

4/7/2015 |

4/7/2015

Q414

Q115

Duration

Figure 6. Timeline proposal for Phase 1 — Construction and startup.
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Project Approval
Approval of the project by the Village of Athens Board will signify the start of the
project. Prior to submitting to the board, a tentative offer to purchase land will be submitted with
the land owner.

A site evaluation will be completed to ensure it is suitable for the intended use

and an architect’s rendering and preliminary construction estimate will be created.

These items

will be important to securing approval and funding for the project.
Approval and support from the board is necessary for the project’s success.

Athens is a

small town with few projects of this size undertaken on a regular basis. A high quality
presentation detailing the facility, the business model and the benefit to the community will
create enthusiasm for the project and confidence in the project leaders, winning their approval.

Secure Capital Funding
Capital funding will be obtained through a combination of private investors and bank
financing.

The goal will be to secure $500,000 from private investors which will provide solid

equity for securing bank financing for the remainder of the funds needed for phase one.

Capital

funding will be covered in further detail in the financial section of this business plan.

Site Development and Construction
The proposed location for the new facility is an undeveloped piece of land near the heart
of the village. The price for this piece of land might be higher due to its prime location, but
developing further away would diminish the appeal for many residents if they could not easily
get out and walk the city streets.

A fair market price of $10,000 - $15,000 per acre is anticipated.

The facility could be built on a minimum of three acres, but five acres would allow for growth,

additional landscaping, parking or garages.
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The undeveloped land is roughly 40 acres and has an undeveloped street plotted down the
middle as a continuation of an existing street. The ideal five acres are adjacent to Jensen Street
to the north and the undeveloped section of Caroline Street on the east. Access to all municipal
utilities currently exists at the street. Figure 7 contains a street map of the Village of Athens with
the undeveloped land identified.

Only one eighth of the vacant land would be needed for the

facility.

Figure 7. Village of Athens street map adapted from the Village of Athens Comprehensive Plan
(Village of Athens Board, 2005).

After approval is obtained, land is purchased and a general contractor construction firm
selected, the construction will begin.

The general contractor will be responsible for securing

building permits, bringing utilities to the building and constructing the building.

The building

must comply with all state and local building codes in addition to the RCAC building
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requirements listed in regulations DHS 89.22 (Wisconsin Legislative Documents, 2012) as well
as compliance with all building codes, Americans with Disabilities Act requirements.
The cost to purchase the land and perform site preparations is estimated at $100,000.

The

cost to build the first phase of the building is $800,000. The $800,000 represents ten apartment
type apartments at $50,000 cost each ($500,000 for ten) and approximately 3000 sq. ft. common
and administrative area at $100/sq. ft. ($300,000 total). These totals include appliances and
fixtures for the apartments but do not include furniture. The common and administrative areas
will be furnished with appliances, furniture and décor that create a warm, inviting atmosphere.
The building will be designed with energy efficiency in mind and include features that
take advantage of natural light, superior HVAC systems, water conservation, energy saving
doors, windows and siding, while offering low maintenance for many years.
The exterior will be handicap friendly with wide parking spaces close to the apartment
entrances, no curbs to reduce the risk of falling, and covered sidewalks and patios on the

residential wings.

Energy efficient downward lighting will be installed for safety and security

throughout the grounds.

Operations Preparation
Business operation activities must begin before the facility opens for business.

Capital of

$100,000 will be set aside for the sole purpose of business startup and first year operations
funding.
According to Wisconsin regulations, assisted living facilities must be managed by a
qualified and licensed administrator (Wisconsin Department of Health Services, 2011).

Due to

small size of the business and the existing business qualifications of one of the owners, this
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person would be the administrator.

The appointed administrator must complete state mandated

training and pass an exam to meet the qualifications required for licensure.
The administrator must accomplish the following tasks prior to opening for business.
Some of these items are covered in detail in the Operations section of this document.
Accounting system must be setup according to General Accepted Accounting
Principles.
Resident contracts must be drafted and reviewed by a lawyer to ensure
compliance with legal, regulatory and patient rights requirements.
Policies and procedures related to patient care, operations, administration,

oversight, etc. must be developed and implemented.
Facility Licensing must be completed by the administrator prior to any resident
receiving assisted living services.
Service Contracts must be in place between Country Place Living and any
service providers.

The business will not directly employee any staff until the is at

a level to support full time employees.

Marketing
As stated in the marketing section of this document, marketing will be incorporated from
project kickoff through opening the facility to ensure tenants are ready to move in when the
facility opens.
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Operations
Organizational structure
Country Place Living’s mission is to operate in a manner consistent with the values and
lifestyle of the community it serves.

Country Place Living will be established as a Subchapter S

corporation with less than 10 shareholders, each with ties to the community and wish to establish
a legacy.

The business will first and foremost exist to provide a service to the community and

profit to the shareholders second.

The organization structure will consist of a board of directors

made up of the some or all of the shareholders.

An administrator responsible for management of

the business will be accountable to the board of directors.
The appointed administrator to setup the business will be Lisa Young, who is also one of
the founding shareholders.
aspects of the business.

The administrator will be accountable to the shareholders for all

Appendix A includes Lisa Young’s qualifications.

To enhance her

qualifications as an administrator of the facility, Lisa will pursue a certification in gerontology
from the University of Indianapolis.

This certification will consist of eighteen credit hours of

master level courses focusing specifically on our elderly population.

The administrator must

complete required state training and obtain licensing from the state of Wisconsin.

Human Resources and Training
The administrator will play multiple roles during the startup of the business in order to
keep overhead costs to a minimum.

Since the facility is not expected to have residents for all ten

units at the time of opening, the administrator will manage most aspects of the business as the
sole employee until the need arises for additional employees.

The administrator will be

responsible for office management, bookkeeping, marketing, tours, housekeeping director, state
regulatory reporting and any other role that may exist that does not require full time staff.

32
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Contract staff will be utilized to perform specific functions that cannot be done by the
administrator due either to skill or capacity.

The contract staff will be carefully selected and

screened and contracts executed prior to the opening of the facility. The contracts will be written
with flexibility to manage the workload commensurate with the number of residents.

If the

utilization of the contract staff reaches more than thirty hours per week, the administrator will
evaluate the feasibility to convert the contractors to full time employees.

The activities that will

utilize contract staff are housekeeping for the residents and common areas, interior and exterior
maintenance, and nursing and nursing assistant staff. Through the utilization of contract staff,
the costs can be kept to a level that provides quality service for residents but does not pay for
services that are not yet needed.
Figure 8 defines the proposed structure after the facility is fully operational and occupied.
The director roles in the grey boxes are roles the administrator will fill until it requires a full time
leader.
Owners

Board of Directors

Administrator
1
1

1

Housekeeping

1

M3inichance

Assisted Living

Director

Director

Housekeepers

i

and Laundry

Janitor

Figure 8. Country Place Living Organizational Chart.
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Care Staff
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The following human resource aspects should be addressed in policies and procedures to
ensure quality work, compliance with regulations and clear understanding by both parties:
Hiring policy of contract personnel including
Job descriptions for the roles
Required qualifications and licenses for certain roles
Training specific to Country Place Living operation
Background checks
Payment terms and frequency
Benefits (even if limited in scope initially)
Termination of employees and contractors
Country Place Living will be responsible for developing and administering training that is
required to operate according to the business’s principles.

Since the majority of workers will be

skilled contractors with expertise in a specific area, training will not be required to perform the
specialized work, but training will be required to ensure proper execution and record keeping of
services administered.

Residential & Services Contract
A well-developed contract is required to address and mitigate many of the complex issues
that can arise both from housing or assisted living perspective. The following list, adapted from
Assisted Living Administration Management (Yee-Melichar, Boyle, & Flores, 2011), are items
that will be covered in the contract to protect both the resident and the Country Place Living:
e

Services included in the basic rate

e

Services not available

e

Cost of services beyond basic rate
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Rate changes
Refund policy
Payment and billing including advance payments
Residents’ rights
Grievance procedure
Termination of housing or services
Terms of occupancy
Temporary absences
Period covered
The contract will be developed in partnership with legal input to ensure completeness,
accuracy and compliance with appropriate legal requirements.

Business Code of Ethics
A business code of ethics will be developed by the owners and administrators.

It will be

shared with all employees and contract staff. Each person working on behalf of country place
living will be expected to exhibit behaviors and operate in a manner consistent with the code of
ethics.

Residents’ Rights
Resident’s rights must be considered from several perspectives.
in our culture, such as civil, social and ethical rights.

Some rights are inherent

The Omnibus Budget Reconciliation Act

of 1987 included the Nursing Home Reform act which addresses the rights and quality of life for
patients in long term care (Yee-Melichar, Boyle, & Flores, 2011, p. 404).

Other rights to

consider in the overall resident’s rights include religious liberties, communication, medical care,

family visits, respectful treatment, privacy, dignity, respect, freedom and the right to complain.
35
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The State of Wisconsin statutes DHS 89.34 establishes the Rights of Tenants residing in an
RCAC

(Wisconsin Legislative Documents, 2012).

Country Place Living will embrace a culture of caring, acceptance and respect for all
patients among the staff and residents.

Activity and Services Management
Initially, the operations of Country Place Living will focus heavily on the startup of the
business and marketing of the facility. However, as the resident population increases, the
commitment to providing regular social activities for the residents must take on structure through
organized planning.

Routine and special activities will be published on a monthly calendar

which will be distributed to the residents and hung in the common area information board.
These activities will include those listed in the product and services section, but may include
more.

The bookshelf library in the common area will continue to acquire fresh materials by

encouraging community residents to donate books, audiobooks, magazines, movies and music
when they no longer have use for the items.
The assisted living services schedule and reporting log will be necessary to ensure timely
provision of services as well as comply with regulations reporting requirements.

Proactive

management and planning will allow time to adjust staff to support the schedule and volume of
services paid for by residents.

Each resident will have a service profile record to enable

consistency of services from the staff. The service profile will list personal housekeeping
preferences, laundry preference (detergent type, softener type), notable conditions that may or
may not impact the level of care, medication log, etc.
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Financial Management
In addition to setting up the accounting structure for the business, processes need to be
put in place to manage income and expenses.

The following list represents a few of the items

that must be addressed with processes.
Collection for rent and services (check, back draft, state managed income)

Tracking of services paid for and received
Payment of mortgage, utilities, contract services, and other expenses.

Expense forecasting and planning
Bank reconciliation
Budget planning and actuals
Monthly balancing of the books
Alignment with accountant on activities to be performed quarterly
The financial management of the business is not too complex and can accomplished with
small business accounting software such as QuickBooks Pro which can purchased for about
$200.00. Assistance from an accountant would be beneficial in setting up the chart of accounts to
ensure ease in tax filing and other reporting.

Regulations and Compliance Management
Independent apartment living options are classified as a Residential Care Apartment
Complex (RCAC) and must adhere to State Administrative Code, DHS

89.

Certification is

required to qualify for reimbursement from medical assistance programs. RCACs pay a
certification fee of $445, plus $7.60 per apartment. Certified RCACs are inspected biennially, via
unannounced surveys and complaint investigations. All RCACs must adhere to Chapters DHS

12

Business Plan for Country Place Living

and DHS

13, Wisconsin Administrative Code — Caregiver Background Checks and Allegation

Reporting (Wisconsin Department of Health Services, 2013).
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Financial Funding and Projections
Country Place Living will operate as a for-profit business.

The cost necessary for startup

is $1 million dollars, which covers $100,000 for land and land preparation, $800,000 for phase

one construction, and $100,000 cash for startup operating expenses.
The first few years will be tightly controlled with all spending closely monitored and
adjusted as necessary to support the business.

Although it is be possible to finance a large

portion of the construction and startup costs, capital funding will be imperative to launch this
project in a way that is financially sustainable for many years. To do this, at least 40-50% of the
$1,000,000 startup funds must come from investors or grants. The business cannot afford to take
on significant debt if the goal is to provide affordable housing and services to its residents and
also earn a profit. The following options are potential sources of startup funding.
Grants

Grants are a great source of funding that can have significant impact on the project.
There are many small and large grants available that are related to the goals of the project or
community.
Local economic development grants are often available in varying amounts to develop or
expand existing businesses that help provide jobs that support the local economy.

Economic

development grants often are proportionate with the expected impact on the economy.

Country

Place Living will likely utilize 5-10 people, most on a contract basis, at the opening of the
facility. The impact to the economy created by Country Place Living may not be significant
enough to receive a sizable grant, but it will be investigated for feasibility.
Several other types of grants are available for small business and minority owned
businesses.

These will also be investigated for feasibility.
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Several types of rural housing development grants were found to be available in 2013
from the Department of Housing and Urban Development (HUD) and the United States
Department of Agriculture (USDA). Several grants were specific to development of housing in
rural communities in response to the very need identified in this proposal.
offered a minimum of $500,000 to recipients.

One USDA grant

Although this particular grant application period

has closed, it’s an example of what is available to offset startup costs. It’s possible similar grants
will be offered again in the future.

Some grants have restrictions about the type of business

model, maximum rent charges or other factors that may not align with this business so a clear
understanding of any stipulations is critical to avoiding unnecessary work for grants we may not
be eligible to receive.

Capital Funding
Capital funding from investors will be the financial foundation for a successful business
startup.

Sufficient investment capital means the business can take out smaller bank loans for the

project and not have profits consumed by interest payments.

Assuming no grants are obtained

before startup, the goal is to obtain $500,000 in investment capital. A list of potential investors
has been identified that have expressed interest or would be likely supporters of this project.
Table 4 provides the possible investment by each of these investors.
*

Property owner of the prime location would possibly donate the land in exchange for
shares of ownership in the business.
Duke Development, Ltd — Developer of apartment housing and multiple hotels
throughout the Midwest.

Duke is a self-made businessman and millionaire and happens

to be my sister’s brother in law.

Ideally, Duke would also serve as mentor, drawing from

his deep expertise in the housing market.
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Personal investing of my own funds demonstrated my own commitment to the project.
Family members with an interest in the business are possible investors.
A local businessman recognizes the need for this type of service and has expressed an
interest being an investor. There may be others with similar interest in investing.
Table 4
Capital Funding Sources
Source

Amount

Landowner
Duke Development
Personal Investment
Family Member(s)

$50,000
$150,000
$100,000
$100,000

Local Businessman

$100,000

Total Investment Capital

$500,000

Loans
Loans are necessary option as long as it does not make the business too heavily
leveraged.

Several types of loan options are available including Economic Development loans

for the central Wisconsin area (Central Wisconsin Alliance for Economic Development, 2011),
Small Business Association loans

(U.S Small Business Administration, 2013), and traditional

bank loans. A traditional bank loan is anticipated to be the primary loan source.

Revenue - Pricing Models
The following pricing models are proposed for the rent and amenities listed in the
services section of this document.

These rates could be adjusted if the market indicates a change

1S necessary.
®

One bedroom unit independent living apartment $800 per month

e

Two bedroom unit independent living apartment — $900 per month
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o

Assisted living fees - $100 per month per point based on the point value table. The points
are proportionate to the amount of effort to perform the service on a weekly basis.

Table 5
Assisted Living Point System
ADL Service

Unit

Points per Unit

Housekeeping

Apartment

2

Hygiene/grooming

Person

2

Medication Management

Person

1

Pro-Forma Financial Statements
Pro forma financial statements have been created for the first three years of the business
with the exception of the balance sheet which is for the first year only.

The development of a

master budget was based on the assumptions listed in Table 6.
Table 6
Financial Statements - Assumptions
Assumptions used in developing financial projections
$500,000 investment capital, no grants used in assumptions, 1000 shares at $500 per share.
$500,000 mortgage, 6% interest, 20 year term, executes April 1, 2015, first payment May 1, 2015.
Full occupancy not obtained until end of first year.
Most residents will initially choose independent living option without assisted living services.
Only phase one (ten units) is used as basis for revenue and costs.
Business operations begin January 1, 2015; construction loan converted to mortgage on April 1, 2015.

$100,000 operating cash on January 1, 2015.
Administrator receives very low salary during first three years, $1000/month.
No dividends paid to shareholders during first 3 years.

e
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Table 7 lists the supporting spreadsheets that were created, but are not included as
documents in this plan.
Table 7

Financial Statement Input Sheets
Spreadsheet

Purpose

Service revenue budget

Estimate revenue from rents and services

Service overhead budget

Estimate the overhead in providing services to residents

Selling and Administrative expense budget

Estimate of the variable and fixed administrative expenses

Depreciation schedule

Estimate depreciation on depreciable assets

Labor Budget

Estimate of the labor costs for assisted living services

Mortgage Budget

Estimate of the mortgage payments by principle and interest

The pro forma financial statements and key financial ratios show that the business will
not be profitable the first year. This is expected since the occupancy is not expected to reach
100% until the end of the first year. Startup costs without the revenue to cover them will create a
loss in year one but the business earns a profit the second and third year as the occupancy
reaches 100%.

The business does not intend to pay dividends the first three years of operation in

order to allow stabilization and accumulation of sufficient retained earnings. At the end of year
three, the board of directors can evaluate future dividend payouts.
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Financial Ratios
Table 8

Key Pro Forma Three Year Financial Ratios

Country Place Living
Pro Forma Financial Ratios

2015-2017
Profitability Ratios
Gross Margin
Operating Margin
Net Margin
Return on Assets
Return on Equity

2015
7%
-45%
-58%
-8%
-6%

Leverage Ratios

Debt/Equity Ratio
Times Interest Earned
Other Ratios

Price/Earnings Ratio
Earnings per Share

$

(16.68)

16.29

13.18

(2997)

30.74

S 41.11

The first year’s ratios are negative because it represents the startup year without a full
year’s revenue.

This was expected and is the reason for having $100,000 in startup operating

cash. Years two and three show a much better outlook for the business as profits and retained
earnings grow.
Gross profit margin increases significantly after the first year because apartments are
fully occupied and generating income.
Net profit margin in years two and three are closer to the industry norm of about 30%.
This helps validate that the model being proposed aligns with the industry.
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The debt to equity ratio starts out with the debt higher than the equity, which is not
uncommon for many businesses, but lower debt or greater equity reduces the risk of not being
able to pay the debt.
Earnings per share change significantly after the first year. The earnings reflect a 6 and 8
percent return on each $500 share, not a bad return for a few years into the business. Dividends
will not be paid during the first three years in order to build retained earnings for the business.
Although the data is projected, it is directionally correct enough to provide confidence in
the business model being proposed.
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Appendix A - Qualifications of Lisa Young as Administrator
Education
Masters in Leadership Development, St. Mary-of-the-Woods College, 2013
Bachelors of Science in Business Administration with Accounting minor, St. Mary-of-theWoods College, 2009
Associates Degree of Applied Science, North Central Technical College, 1985

Professional
Nineteen Years of Experience in the Pharmaceutical Industry
Manager — Data Delivery Team for FDA Submissions
Vendor Manager — Manage $25m annual spend with vendor
Financial Manager — Assist in managing $40m annual spend for business unit
Significant experience in regulatory compliance
Experience in the development of processes and procedures
Experience in Six Sigma, participated in 5 projects
Over twenty years IT experience
Designed and developed bulk petroleum billing system that generated $3 million in
invoices daily
Independent IT development consultant for 9 years; managed own business and clients
Excellent Personal Computer skills; MS Office; Quick Books; some web development

Other Notable Mentions
Manager of small farm operation.

Manage budget, finances, taxes, legal, etc.

Annually recruit and coordinate 300+ volunteers for church festival
Race coordinator for annual 5K fundraiser for local free clinic
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Appendix B - Pro Forma Financial Statements
Table 9
Pro Forma

Three Year Income Statement

Country Place Living
Pro Forma Budgeted Income Statement

2015-2017
2015
$

51,600

Service OH Expenses (COGS)

S

47916

S 29,000

Gross Profit

S$

3,684

$104,350

Sales

Less Selling and administrative expenses

2016

26,725
$

(23,041)

S$

(42,818)

Net Income

$

(29,973)

EPS (1000 shares at S500 Share}

S$

(29.97)

Income before Interest and Taxes
Interest expense

19,778

Income before income taxes
Income taxes expense 30%)

$133,350

(12,845)

Retained Earnings

(29,973)

$(29,973)
$ 30,737

(29,973)

764

Prior Year retained Earnings
Net Income
Less: Dividends Paid
New Retained Earnings
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Table 10
Pro Forma Cash Budget
Country Place Living

Pro Forma Cash Budget
2015-2017
2017
sh Balance, Beginning
sh receipts
Expected Cash Collections from Customers

4%

Total cash receipts

as

1

as

88,663

82429

80,762

as
$6,579

a1

Qz

101,158

108.737

a3
113618

22.850

3

32,250

32,850

35,400

35,400

38.000

35,000

111,313

§

1148679

123,612

131,979

136,558

144,737

149,616

v

4,500
4,250
12,200

Cash payments
Less: Service Qutfiows
Service iabor contracts

A

Variable Overhead
Fixed Overhead
Total Service Qutfiows

2

x

3,450

3,

’

Less: Selling and Administrative Expenses
Variable Administrative Exp
Fixed Administrative Exp
Total Selling and Administrative

Total Cash Outfiows

=

3

130

3

from Operations

Cash Available from Norma!

-

Expense

§

-

7.025

7.875

7,025

1.875

18,138

Operations

5

7875
7.875

20,075

5

17,375

$3,175

132.281

Less: investments
Capital Expenditures

£

-

Cash Available after investments

i

124.382

132.241

income Taxes

=

Sale of stock

-

Total Miscellaneous Cash

Flows

7,209
5
:

;

3558

r
=

10,746

!

3,537

nn

3,382

ea

7.368

S$

10.746

S

96,579

10.746
113518

Wan

41
,

0

-

4

Principle

|

Mortgage:

WY

interest expense

dn dn

Fiows

Dividends Paid
Mortgage:

Total Cash

3

107.325

nn

Cash

-

$

WB

Misceilaneous

$3,175
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Table 11
Pro Forma First Year Balance Sheet
Country Place Living
Pro Forma Budgeted Balance Sheet
For Year Ending December 31, 2015
Assets

Current Assets
Cash
Accounts Receivable
Prepaid

Insurance

Total Current Assets
Property, Building, and Equipment
Land
Building
Less Accumulated

&
5

100,000
780,000

Depr - Building

{21,273}

Equipment and Furnishings

:

20,000

Less Accumulated Depr - Equipment/Furnishings

:

(2,143)

Total
Total Assets

Liabilities

Current Liabilities
Accounts Payable
Interest Payable
Income Tax Payable
Total current liabilities
Long Term Liabilities
Mortgage Payable
Loan Payable
Total long term liabilities
Total Liabilities
Liabilities
Stockholders Equity
1000 shares at 5500
Retained Earnings

5

500,000
(28,973)

Total Stockholder's Equity

470,027

Total Liabilities and Stockholders Equity

266,005
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