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Whether you have been caring for children for decades or you have just decided to start a family child care program, you are undoubtedly dreaming, thinking and planning for the success of your business. Your reason for becoming a family child care provider may be one of many, but you probably love children, and you want to provide a nurturing environment for them to grow and learn.

Do you also see yourself as a struggling owner of a fragile small business? Do you see yourself as an entrepreneur? Do you associate being “business-like” with being cold or uncaring, only concerned with making money? Is a business owner, in your mind, only out for their self-interest? Does a business-like person pay more attention to whether parents pay their fee on time than the quality of care for the children? 

You may want to examine your own sentiments about the challenges of being a business-like professional in a warm, caring and nurturing environment. Much of the training you receive covers how to work with parents; how to plan appropriate activities for the children; or, how to protect the health and safety of children. You may feel more like a caregiver than the owner of a business; however, some training and experience in business practices and financial planning may actually allow you to be more successful in the caregiving activities that brought you to this field. 

This workbook is about business practices, and our hope is that you can use business practices to ensure the long-term survival of your family child care operation. You can be organized and business-like in your relationships with parents and others while providing a warm, caring and nurturing program for the families you serve.

The workbook is divided into three sections. The first section covers topics related to starting your business. Business planning is discussed as well as building a budget, projecting your income and factors related to setting your fee. The second section uses budget information from a sample program and illustrates some calculations you may want to duplicate with data from your own program. The calculations are designed to provide you information for effective management of your program. The third section presents an approach to some long term planning for your program.

We welcome suggestions or comments on this material, and we hope you find it useful in your very important work 
with families. 
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The budget and the financial statements in this workbook are from a fictional program that was developed out of comments and information about family child care programs in San Francisco. There is no assurance that the budget or the financial statements for your program will be similar. There may be aspects that are similar and you may, coincidentally, find that your program and our program have much in common. Below are some facts about our program to help you understand a little bit about it as you complete the worksheets that follow.

Our small family child care program serves up to six children.

The program serves 2 infants, who are siblings of two of the preschool age children.

Rate

· Part time rate is $40 per day for preschool.

· Full time rate is $150 per week for preschool.

· The infant rate is $180 per week. The provider furnishes diapers and wipes as well as formula. If parents want their infants to eat special infant food, they must provide it.

· The provider plans meals so that some of the food can be purred for the infants as they become ready for solid food.

· There is no sibling discount in our program.

Schedule

· Our program is open year round.

· We close major federal holidays and they are paid holidays, meaning that the weekly rate is not discounted for weeks that include 
a holiday. 

· The program is closed 2 weeks out of the year for the provider’s vacation. Parents do not pay their fee during that time. Parents can also take 2 additional weeks for their vacation from the program without paying. Many programs have policies where parents pay some portion of the fee during vacation periods, but our program does not.

· In January of each year, the provider gives each family a calendar identifying the days the program is closed and the 2-week period the program will be closed for the provider’s vacation. Families are also given a reminder notice at the beginning of each month when there is a holiday during the month.

Assistant

An assistant comes for 2 days and works a half day each time he comes. The assistant works two mornings with the infants to allow the provider time to engage the older children in activities that challenge their minds and bodies like trips to the park or a field trip to the science museum.

Business Planning for Family Child Care Providers
A business plan is the written blueprint for your business. It provides a way for you to organize your thinking and planning, and provides a roadmap. Even if you have not enrolled your first child, you need to make many decisions about your business, and you will eventually find yourself trying to resolve a problem or come up with an action plan that you may have been able to anticipate with some attention to the topics covered in a typical business plan. Are you required to write a business plan? The answer is no; however, your chances of success are greater if you go through a planning process that includes preparing a written plan for your business. The typical sections of a business plan are:

· Philosophy or Goals

· Marketing

· Operations

· Management

· Financial

What does this mean for a family child care provider? You probably have not thought about your business using these terms before. In this section, we will explore how your thinking about your business can become a business plan.

Let’s say you have just listed your services with the local resource and referral agency, and your first prospective parent calls to ask about your program. The chart below illustrates the parts of a business plan that would help you talk with the caller:

	Caller’s Questions
	Aspect of the Business Plan

	Can you tell me a little about your program?
	Philosophy or goals

	What ages do you serve?
	Philosophy or goals

	What meals do you serve?
	Operations section

	What activities do you do with children?
	Operations section

	What is your background and experience?
	Management section 

	What happens if you get sick?
	Management section

	How much do you charge?
	Financial section - setting your fee



Let’s say you listed your services with the local resource and referral agency, and not a single parent has called you about your services in three months. Some additional questions might be answered by sections in a business plan

	Provider’s Questions
	Aspect of the Business Plan

	How come no one has called me?
	Marketing section

	How am I going to pay my bills?
	Financial section - your start up budget



A business plan also helps you manage and monitor your business. After your first year, you may want to reflect on the decisions you made in your first business plan. You can change the plan as your business changes, but the basic framework of a business plan should still be useful. What follows are brief descriptions of the different parts to a business plan and exercises to guide your thinking about how they apply to your family child care program.

What You Think Is Best for Children and Why You Are 
a Family Child Care Provider 

Philosophy or Goals

Your philosophy includes your beliefs about caring for children, your beliefs about your role in the process of caring for them, and your beliefs about the quality of the partnership you have with the families you serve. Your goals should describe how you feel you meet the needs of the children in the age ranges you serve. If you were preparing a resume, you might put a goal at the top so prospective employers have some idea what you are trying to achieve in your professional life. This section of the business plan is very similar in that you have a chance to state your goals related to caring for children. Below are examples of philosophies:

I believe children learn best through unstructured play, so I believe in encouraging children to play with any toys that interest them.

I believe children need a structured environment where they are involved in activities I design to develop their physical, mental, emotional abilities.

I believe children should be exposed to (insert art, music, nature, gardening or any other major program focus you offer) early in their lives.

I believe that serving hot, homemade meals is important in my program.

I believe that providing simple meals that the children can prepare for themselves contributes to their understanding of nutrition and to their social development.

You might want to collect brochures from other child care programs to see how the philosophy and goals of the program 
are captured.

Worksheet on Philosophy or Goals


Take a few minutes to think about your beliefs and values and write down some ideas that complete the statements below:

I believe the very best care for children must include 
(e.g., a safe environment, unstructured play, routines and schedules):


I believe my program offers children in my care:


I believe my program offers families of the children I serve 
(be sure to mention benefits appropriate to the ages you serve):


I believe my services offer the community:


These three sentences summarize my program:


How You Fill Your Program

Marketing 

This section describes what you know about the families that will use your care and how you will present your program to them. It covers how you will get your message to the families you wish to serve. When you are starting your business, you can think of this section as the answer to the question “How will I find and enroll my first 3 families?” You will also need to consider how you will fill vacancies when families leave. These two major issues are addressed in the marketing section. 

The “Ramp Up” period just after you open and you continue adding children to reach your target enrollment may be the time when you need to use your marketing strategies most aggressively. When you plan your start up budget, you will need to make sure you have the cash in hand to carry out the marketing strategies you have outlined. For example, a marketing strategy may include having business cards designed and printed to look professional. On the other hand, your marketing strategy may involve very low cost ideas like contacting families you already know are waiting for your opening day or including a free article in your church bulletin about the availability of services. The best plan is to employ a number of strategies and then evaluate which ones helped you reach your target families in the best way.

Family child care providers have many different options for marketing their services when there is a vacancy. Making sure you have flyers or brochures that families can pass out to their coworkers or friends may be the most effective marketing strategy for your program. Flyers or notices that are posted at selected locations may be effective. Once you have been operating for a number of years you may find “word of mouth,” or referrals made by the families you currently serve, is a powerful marketing tool. Your marketing strategy may then be to find ways to celebrate the families you serve such as holiday potluck dinners, monthly “date nights” for parents where you provide babysitting until 10:00 PM, birthday celebrations and such. Developing a partnership with other providers in the community, particularly experienced providers who may have many more calls from families than they have openings, may be a way to place yourself in the market. The different marketing techniques all have different impacts on your budget, as well.

You can create a portfolio or “brag book” to highlight positive letters from parents and community members, artwork of the children in the program, pictures of children involved in program activities and your certificates from course work you 
have taken.

You can do an assessment of the other child care options available in the community, your competition, and you can think about how you will reflect the important characteristics of your program without criticizing the other program. Families will need some ways to compare the different services available in the community and make the best choice for their circumstances. 

You give parents and the public an impression of your program in many different ways, whether you are aware of them or not. Marketing is making some choice about the message you want to give families about your services. Some of the key aspects to marketing are described on the worksheet that follows, where you can take a minute to reflect on how your program looks from the outside. Remember, you never get a second chance to make a first impression. 

Marketing Your Program

Take a look at these aspects of marketing and jot down some ideas about how they apply to your program. 

Product

This is the statement of your services and the benefits to the children and families. “I’m licensed for 8 children and I have a safe home” is a clear statement of your product, but it does not reveal much value or benefit of your product. “My licensed program is designed to meet the needs of children that are rapidly approaching school age, and during the day, children are involved in many activities designed to support their growth and development” is a statement that also reveals the value or benefit to the child 
and family.

Pricing

You strike a balance between affordability for parents and ensuring the viability of your business. The message you want to project is that your fees reflect the costs of providing high quality child care services, and you deserve to receive the fee you set.

Point of Sale

When someone sees you doing your work, you are marketing your program. The next time you take the children to the park think about all the people who can see you providing services. You can influence the message your actions give to onlookers. The way you answer the phone when a parent first contacts you for information about your program is another marketing “point of sale.”

Promotion

Advertising, participation in community events as a child care provider, your flyers, business cards, and your volunteer work all promote your services.

People

Customer satisfaction is vital. Your relationships with each current and former family sell your program. Word of mouth can be very effective marketing. Be mindful of this aspect of marketing as you deal with the most difficult families and try to make decisions that are best for the long term health of your business.

Positioning

What is unique and special about your program or services? What can you say to help a parent see the benefits of your program. Two high quality programs will each have features that appeal to one parent over another.

Daily Schedule and Routines

Operations

This section of the business plan describes the day to day aspect of your program. Here is where you describe your thinking about the various aspects of the program you offer. You are probably already familiar with some of these topics from other workshops or training you have attended. They are presented here in the context of the business plan for a typical small business. 

Some of these items may also be part of a parent handbook you eventually prepare for all the families. You certainly cannot have a thorough, comprehensive handbook when you first start your program. Over time, however, you will find yourself thinking about these topics and making some decisions about them. You will get ideas from other providers, classes you take and your own experience working with families.

During your planning stage, try to develop clear statements of policy or procedure that cover all these aspects of your program. It is likely that you will be asked about these items, or a situation will come up where you need to have a clear idea how you will approach them.

The operations of a family child care program include many of the following aspects:

· Activities with children

· Admission and enrollment forms and procedures

· Emergency procedures

· Fee policies

· Health and safety policies and practices

· Nutrition and meals

· Parent involvement

· Napping

· Problem solving and guidance practices you use with children - discipline

· Toileting and diapering

· Transportation

Your Role and the Role of Your Helpers

Management
This section is where you describe your role in the program. You can highlight your background, experience and training. Parents may ask you about your training and background, so here is a handy place to state it. 

This is also where you describe the knowledge you have about the developmental stages of the children in your care. You can talk about how you learned which activities incorporate best practices for children. If you have a particular skill related to music, dance, art, gardening, cooking, knowledge of American sign language, you describe it in this section. If you have certifications or credentials, or you are attending classes that will lead to receiving one, you describe the class work and its importance in this section.

You also want to cover the topic of assistants, substitutes or helpers. At some point in time, you are going to need help in your family child care program. You may be able to enlist friends or family members to volunteer their time on short notice, provided they can meet licensing requirements, but you may also need to plan for hiring someone that you pay. 

This is a good place to collect your thoughts about how you will find that person, what qualifications they need, and how much you may be able to pay them. You may also want to prepare a preliminary job description, so you have some idea what types of things expect the person to do. If you give a little thought to these situations ahead of time, you will be more prepared when you actually face the circumstances.

Operations and Management Worksheet


Think about how you run your program on a day to day basis and try to respond to these areas:

The important policies in my program are:


The important things I try to do everyday in my program are:


My role in the program is:


Some things I expect from my helpers and my assistants are:


How You Know If You Make Money as a Family Child Care Provider

Financial
How do I know what fees to charge?

How many children do I need in my program to break even?

How do I know if I’m making any money?

When can I quit my other job?

Can I afford to hire an assistant?

Can I afford to close for two weeks every year for a vacation?

Information about the financial position of your family child care program and the answers to some of these questions is collected in the section of the business plan related to finance. The financial aspect of the business is as important as the program aspect, because the viability of your program and your livelihood depend on adequate financial planning. Basically, you need to make sure you can earn a living.

Family child care providers need tools to plan just as families need tools to plan and use some financial analysis to make decisions. Most of the time the decision-making involves asking very basic questions. Sometimes the analysis is in the form of asking “Can we afford to…?” Your budget, which is discussed in another section of this workbook, is one of the basic tools to help you make financial decisions about your business. Preparing the financial statements described in other sections of this workbook may provide other valuable information about your program. Typical plans that benefit from having adequate financial information are:

· Plans to start a family child care business

· Plans to make improvements in the space

· Plans to hire an assistant

· Plans for the purchase of your home

· Plans for the business to help you meet the future goals of your family

Most of your thinking about the financial aspects of your program involve knowing where you will get the money to pay for your plans for the child care and whether the resulting changes improve the business, improve your mental or physical health, or help you plan for the future. Your financial plan must provide for your own needs so that you can continue to provide high quality care for families. In some situations, another adult in the family works outside the family child care and that person’s income supports the provider, but that is not necessarily always the case. 

Building a Budget
One common aspect of all businesses is that the business owner will receive income or revenue and the business owner will pay expenses. The goal is that the income or revenue should cover the expenses of the business and provide an adequate standard of living for the owner. Any money left over is the profit. In family child care the income or revenue most likely will come from parent fees that are paid by the families or the community agencies that make payments on behalf of families. You may also use savings, a portion of the income from adults in your household who work outside your home, gifts or loans to pay the expenses. The expenses will include the goods or services you purchase for the business as well as salaries and benefits for yourself and your employees. Because you operate in your own home, some of your “business” expenses have to do with the maintenance of your home, whether you rent or own your home, and the use of some of the major items in your home, like appliances, furniture and your automobile. This workbook does not include a discussion about the allocations of these household expenses to the business. You should consult specific materials related to your taxes for more information about this topic. 

One of the basic tools to record and understand your income and your expenses is to build a budget. First, try to understand the different expenses of running a family child care program and make some decisions about which ones apply to your program. Second, try to estimate the income you have to cover these expenses by setting your fee and creating a projection of the total income for your program. Finally, build in the expenses related to taking care of yourself like purchasing health insurance, disability insurance, and making sure your income allows you to close for a week or two each year. The fee you initially set may not be enough to cover the additional expenses you plan to include.

Start up and Capital Expenses

There are certain types of expenses not included in the budget. These are expenses you have before the first child enrolls in your program, and before the income from your services starts to cover your expenses. Sometimes other one-time expenses are necessary that are not in your regular list of expenses. These may be capital expenses that you will have to improve the quality of your program, like the purchase of a large pieces of furniture such as storage cabinets, beds, or play equipment like a play structure or safe play surface in the backyard. You may also have capital expenses related to making changes to the part of your home where you care for children. You may want to use your space more effectively and expand the number of children you serve. For example, you may want to replace the floor of a room to use for the child care. You may want to install a child size or trough sink for handwashing. You must consider how these expenses will be paid. Some providers fund these expenses through savings, loans or grants, where they are available.

Operating Expenses

Operating expenses are expenses you have on a routine basis In your program. Month after month you will be expected to pay the expenses which you will build into your budget. Some expenses in the sample may not apply to your program. If you ask all the families to provide a bag lunch for the children, your food budget will look very different from the budget of a provider who prepares and serves meals to children. If your program is always full and parents always refer their friends or coworkers to you, you may have no marketing expenses. Another provider may prepare flyers, a brochure, or some other material for the purposes of marketing the service, which may require different expenses.

Variable Expenses 

Variable expenses are items you use directly in caring for a child. For child care, variable expenses include food, craft supplies, diapers and other items that a child consumes or uses up in the course of a day. Variable expenses are those items that vary directly with the number of children you have in your care. Every additional child you have will be another “mouth to feed”. Don’t confuse these with fixed expenses discussed below.

Fixed Expenses

Fixed expenses or overhead, are expenses that you have no matter how many children you care for. For example, rent is a fixed expense since you have to pay the same amount of rent whether you care for three children or eight. The telephone service and utilities are other fixed expenses of operating a family child care program. For each expense, you need to ask yourself, “Does this expense increase if I have more children?” If you answer “No,” the expense is a fixed expense.

Direct and Indirect Expenses

The distinction between direct and indirect expenses will be important when you think about paying your taxes. Direct expenses related to your family child care home can be fixed or variable. For example, gifts for birthdays, food, insurance, yearly dues for membership in the family child care provider association, telephone expense for the business line are all direct expenses, but they are either fixed or variable. Indirect expenses are incurred partly for the business and partly for personal use. They are more likely to be fixed expenses since they include expenses like your rent or mortgage and other housing costs; maintenance, repairs and cleaning expenses for your home, which you would pay even if you did not operate family child care. This workbook does not discuss this topic, but you need to keep these distinctions in mind.

	 Converting Expenses to Monthly Totals

	If you spend the amount:
	Multiply the amount by:

	Weekly
	4.3

	Two times per month
	2

	Once every two weeks
	2.2

	Daily
	22 (4.3 x 5)

	Yearly
	divide the amount by 12



Returning to the steps involved in building a budget, we start with:

Step 1: Estimate the Expenses

In broad categories, the types of expenses you may have in order to operate your family child care business are listed below with a couple of examples. If you are just starting to operate your family child care program, how do you know which expenses you are most likely to have? The items that have an asterisk in front of them are typically the most important expenses.

*Food

It may be helpful to break the food budget category into subsections. For example, our program serves infants, and a separate food category was created for infant food.

Household Supplies

toilet paper

*diapers and diapering supplies

paper towels

napkins

soap

light bulbs

trash bags

*cleaning and janitorial supplies

*Supplies for Activities

This category might be broken into subsections for the different ages of the children in your care. For example, you may purchase computer software designed to help school age children learn their multiplication tables.

crayons

paints

paper

clay

glue

marking pens

Field Trips

This category includes admission charges or entrance fees for museums, etc. If only certain ages go on the field trips make sure to designate these expenses with subsections.

*Toys and Equipment for Children 

This section may also be broken into subsections, if it is appropriate for your program.

games

blocks

puzzles

books

balls

Advertising and Office Supplies

newspaper ads

file folders and labels, filing cabinet or file boxes

pens, stapler

postage

Printing

business cards

flyers

parent agreements

brochures

sign in sheets

various forms you use

Legal and Professional Fees

*tax preparer

house cleaning service

laundry or dry cleaning service

diaper service

gardener

computer repair and maintenance

bank fees and charges/check printing fees

Dues and Subscriptions
*family child care association dues

subscriptions to newsletters or magazines for the business

*Licensing Fee

*Insurance Premium for Liability Insurance and Worker’s Compensation

*First Aid and CPR Certification

*Phone Charges

monthly service

answering service, paging service

second phone line specifically for child care

cell phone

Training and Education for You and Your Assistant

classes

workshops

textbooks

travel 

*Housing Expenses 

You include all or a portion, depending on your circumstances

rent

utilities

trash

repairs and maintenance such as painting

Entertainment and Gifts

birthday gifts for the children

holiday celebration

Transportation

vehicle expenses

parking

bus fare

Salaries and Wages

salaries

payroll taxes - estimate additional 17% over and above for the required payments you must make if someone works for you

Benefits

For yourself as a self-employed person and your employees, to the extent they are available and you can afford them such as health insurance, dental insurance or paid vacation

Bad Debt

Fees you try to collect from parents but you never receive. One of the costs of doing business includes recognition that not every family will pay the entire fee they owe you. 

On the following page is the budget for our sample program listing all the expenses we expect to have on a regular basis.

Monthly Budget


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Step 2 - Estimate the Revenue

Create an estimate of your monthly income from caring for children. You can estimate the income from parent fees and from the Child Care and Adult Food Program. There are several sponsors of the food program in the community, and you can include rough projections of the revenue from both sources in your budget. Remember that these are just estimates, and you may not receive every dollar you project due to a number of factors. You may have a hard time filling a spot when someone leaves. In our revenue projections, you will notice a “Vacancy contingency” estimated at 10% and that amount is subtracted from the income. You may also not get paid all the money you bill. Parents may not pay you for a number of reasons. You may need to include a “bad debt” expense. The food program reimburses you based on actual meals served about a month after you have purchased food and prepared and served meals.

On the worksheet that follows, the revenue for our sample program is estimated based on the number of children and the fee for each category. This estimate is called a revenue projection.

Estimated Revenue


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Daily Rate

# of Meals/week

                  

         Monthly Revenue

Breakfast

$0.92

28

4.3 weeks/month

=     $110.77

Lunch

$1.69

28

4.3 weeks/month

 =     $203.48

Snack

$0.50

28

4.3 weeks/month

 =      

$ 60.20

Total Monthly Food Revenue (f)

$ 374.44

C. Total Tuition and Food Revenue per Month

Total Monthly Tuition (e)

$3,999.00

Total Monthly Food Revenue (f)

$374.44

Vacancy Contingency [10%  x (e)]

($399.90)

 (g)

Total Monthly Revenue (e+f-g)

$ 3,973.54 

B. Calculating Revenue from Food Program (Tier 1 July 1999)

Daily Rate

# of Meals/week

                  

         Monthly Revenue

Breakfast

$0.92

28

4.3 weeks/month

=     $110.77

Lunch

$1.69

28

4.3 weeks/month

 =     $203.48

Snack

$0.50

28

4.3 weeks/month

 =      

$ 60.20

Total Monthly Food Revenue (f)

$ 374.44

C. Total Tuition and Food Revenue per Month

Total Monthly Tuition (e)

$3,999.00

Total Monthly Food Revenue (f)

$374.44

Vacancy Contingency [10%  x (e)]

($399.90)

 (g)

Total Monthly Revenue (e+f-g)

$ 3,973.54 

X

X

X

X

X

X

A. Calculating Revenue from Tuition

                               

Weekly

Revenue Categories          # of Children   X    Daily Rate    X     Days          Weekly Fee         Revenue by Category

Full time infant/toddler

2

180

$360.00 (a)

Full time preschool

3

150

$450.00 (b)

Part time preschooler

1

40

3

$120.00 (c)

Total Weekly Revenue (a+b+c)

 

$930.00

Total Monthly Tuition Revenue (e)                                                        $930.00 X 4.3 weeks/month  = 

$3,999.00


Step 3 - Make sure all expenses are included.

You may want to contact insurance carriers for quotes on additional insurance coverages such as health insurance coverage, disability coverage, workers compensation coverage if you hire an assistant, and you will be ready to add these additional expenses to your budget projections as soon as you can, or as soon as you need to add them.

Setting a Fee
There are several ways to set your fee. You can set a fee based on your market, which means that you will charge what you think your target families are willing to pay. You can also set your fees based on the going rate in the community. We will not discuss these two ways of setting your fee other than to relate these methods to some aspects of the business plan. Additionally, you can base your fee on an analysis of your expenses and the amount of money you feel you need to earn to continue to provide the services and make a living for yourself. The focus of this workbook is to help you make business decisions based on this type of financial analysis, so this workbook will discuss this third method in detail.

What are families able to pay?

In your business plan, you have identified the general characteristics of the families you will serve. You can find out, during your market research, as much information about the financial situation, generally, of these families and arrive at an estimate of the fee you will charge. It may be important for you to understand the available subsidies for the families you plan to serve and the rate the subsidy program is likely to pay you for your service. If you anticipate serving more families in your immediate neighborhood, the families on a waiting list of another provider with whom you are working, families in your church, or some other community already familiar to you, you may have the necessary information to set a fee that is compatible with the ability to pay.

What is the going rate?

If your market research has included gathering information about other programs similar to yours, you may have information on which you can compare the services and cost in your program with the same in other programs. You will want to make enough decisions about your program before you start to do your research, so you have a sense of how your services compare with the other options available to the parents you want to serve. You need to determine how these program characteristics help you determine your rate. A chart might be a helpful way to organize all the information to make comparisons easier.

The following chart may help you compare programs in the area after you call or visit them to collect this information.

Sample Survey of Programs in the Area
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What are my costs to provide this service?

You can also perform some calculations to determine how much income per child you need to generate in order to cover your expenses. You should think of this as an approximate figure, especially when you are just starting out and you use a budget as a basis for the calculation. After you have some actual income and expense figures for your first year to use, you can do the calculation again to see if you need to adjust your rates.

If you serve children of different ages, you will have different answers in this worksheet, one for each age group. You will need to factor in the greater costs involved in caring for infants and toddlers as compared to preschool age children or school age children. Our program serves infants and preschool age children, so the calculations will illustrate how to account for the increased expenses related to serving infants.

Once you are familiar with the calculations, you may want to experiment with how adding expenses results in higher costs and the need for higher fees.

What are my financial goals?

The worksheet is set up to analyze how much income you need to cover expenses, which is your basic goal. You may also want to estimate how much profit you want to earn each month and adjust your fee to cover this goal. Your goals for your business may include other things, and this is the worksheet you can use to make sure you have set your fee at a level that provides you with the economic security you need.

You will notice that the variable expenses are divided between expenses related to serving infants and expenses related to serving preschool age children. It is important for you to designate expenses related to the specific age group in a mixed 
age group, because it may be useful to know the relative cost associated with serving infants over preschool age children. Our assistant works with the infants, so expenses related to that staffing expense are allocated to the costs of caring for 
the infants.

A proportion of the other variable expenses is allocated to caring for infants and to preschool age children based on the percentage of the population. For example, expenses such as “gifts” do vary depending on the number of children but not specifically whether the children are infants and preschoolers. So 2/6 of such costs are included as variable expenses for infants and the remainder of the costs are included as expenses for the preschoolers. 

The worksheet that follows will show how to figure out the expenses per child in our sample program and compare that number to the fee charged in our sample program. We can observe whether the fee we set meets our financial goals.

Setting Your Fee


[image: image4.wmf]What are the weekly expenses per child?

Our program has a combination of full time and part time children. For the purposes of the math, we have 5.6 full time equivalent

children. Our program also serves children of different ages. For the purposes of this worksheet, we have 2 infants and 3.6 preschool

age children.

Variable Expenses

Infants

Diapers and wipes

80.00

Supplemental trash bill

30.00

Infant formula

50.00

Salaries and wages $8.00 (12 hrs/wk)(4.3 wk)

415.00

Tax-Payroll (17%)

71.00

Toys and arts and crafts supplies

25.00

Proportion of the other expenses

62.50

Total variable expenses per month for infants (a)

$733.05

Number of weeks in the month

4.3

Total variable expenses per week (a÷4.3)

$170.00

Number of full time infants

2

Variable expenses per week per infant (a÷4.3) ÷ 2

 $85.24

Preschool Children

Food

300.00

Toys and arts and craft supplies

200.00

Proportion of the other expenses

112.50

Total variable expenses per month (b)

$612.50

Number of weeks in the month

4.3

Total variable expenses per week (b÷4.3)

$142.44

Number of preschool children

3.6

Variable expenses per week per preschool child (b÷4.3) ÷ 3.6

 

$39.57

Fixed Expenses

Total fixed expenses per month (f)

$1,677.00

Number of weeks in the month (b)

4.3

Total fixed expenses per week (f÷b)

$390.00

Number of children (g)

6

Fixed expenses per week per child  (f÷b)÷(g)

 

$65.00

Expenses per week per infant

Variable

85.24

Fixed

+ 

65.00

$150.24

Expenses per week per preschool age child

Variable

39.57

Fixed

+ 

65.00

$104.57

Is the weekly full time fee we charge enough to 

cover our expenses and provide the margin of profit we want?

Infants/Toddlers

Full Time Fee

$180.00

Weekly Expenses 

 $150.00 (83% of fee)

Preschool Age

Full Time Fee

$150.00

Weekly Expenses 

$105.00 (70% of fee)
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Making a Fee Agreement with Parents

Now that you have determined your fee, how do you make sure you will receive the fee you charge for your services? The best way for you to make sure you will be paid is to create a written fee agreement with each family that clearly spells out what payment is due, when it is due and how you plan to handle some of the common problems that lead to misunderstandings between providers and families about money. Before a child starts your program, you should make sure the parent understands and has signed your fee agreement.

Many providers say the least pleasant aspect of operating a family child care program is collecting their fee from the families. It is very unusual to own a business without facing some difficult situation about the money you are owed for your services. Many families fall on hard times occasionally or neglect their own financial matters; however, this is the area where a provider can be just as firm as any other creditor by insisting on payment of the amount due when the payment is due. Your alternative is not to provide the services to the family. That sounds like the coldest, least caring attitude a person in a caregiving profession could have, but the alternative is for you to run into financial difficulties, yourself, and to risk losing the caregiving business you love.

You may be tempted to change your policies for one family with special problems meeting your fee or making payments. Probably the best practice is to keep your fee agreement simple and apply the policy consistently with every family. You may risk having an uncomfortable scene with a parent who is unhappy with you, but the purpose of setting policies in the area of the fee and the payments is to present a clear and consistent message about your expectation to be paid for your services.

Keep in mind that you have expenses which need to be paid also, and the fees from the parents support your own family and allow you to meet your personal financial obligations. Approaching this area of your relationship with parents in a firm, businesslike manner with a written fee agreement that you discuss with families before the children enroll in your program can be part of your process of selecting families and children for your program. If you feel strongly about a provision in your agreement to which a family feels they cannot agree, it is probably better to have the discussion up front, clear the air, and allow the family to continue their search for another provider to accommodate their needs.

The payment worksheet that follows is an outline of some provisions related to the financial agreement you make with families. Notice it does not include many other important provisions you may want to include in a full agreement with families, but it considers only aspects related to the fee. You can use the blank lines under each bullet to draft the language you would like to have in your contract with families.

Fee Agreement Worksheet


Take a few minutes to review your contract and see if you address these points related to the fee agreement. If not, you can use the spaces to draft language you may want to add to your contract to cover these common sources of misunderstanding over payment of the fee.

(The contract should state clearly who is making the agreement to pay for your services. Remember that a child may be enrolled by persons other than a mother and a father, and a child may be picked up by any number of people.)

1.
Legal Guardian

Home Phone

Work Phone



Home Address



Employers Name and Address


and

2. 
Legal Guardian

Home Phone

Work Phone



Home Address



Employers Name and Address


and

3.
Child Care Provider




Phone



Address

(The contract should list the children in care, the hours each child will be in care, and the rate you charge for each child. The contract should state whether the payment is for the time the child is actually in care, or whether the payment is for the time that is agreed. The contract should state when each payment is due.)

4.
Child’s Name/Date of Birth



The payment fee shall be $
 per: 
month
week
day
hour 

Payment is due each


Care shall be provided normally between these hours:


	Monday
	Tuesday
	Wednesday
	Thursday
	Friday
	Saturday
	Sunday

	
	
	
	
	
	
	


(The contract should contain an agreement about care for additional hours, or overtime hours.) 

(The contract should contain an agreement about how late pick ups will be handled and any additional charges due.)

(If you ask for a deposit or payment in advance, the contract should say how you handle that payment and whether you will refund it in any situations.)

(The contract should contain an agreement about several other typical situations)

Charges for holidays when the program is closed are


Charges for a child's absence are:


Charges related to provider's illness or other emergency that prohibit care are:


Charges related to provider's scheduled vacation are:


Charges related to parent(s)/guardian's scheduled vacation are:


(The contract should include how much written or oral notice should be given for vacations or other breaks in care.)

(The contract should include a way for either the provider or the parent/guardian to end the relationship.)

(The contract should say how the agreement can be changed after it is signed.)

(The contract should be signed and dated by everyone who is a part of this agreement. Each person should receive a copy of the 
signed contract.)

Basic Record Keeping

It may surprise you that the very basic requirements for record keeping involve three simple pieces of paper. There are many resources available for family child care providers to learn more about financial record keeping, and there are some great products available for providers to purchase. The most fundamental pieces of record keeping, though, are surprisingly easy to master and extremely useful.

A receipt book that provides a copy for you is an important tool. A simple receipt book that allows you to record information about your revenue can be purchased at most any office supply store. Any number of misunderstandings with families can be avoided if you take a couple of minutes to write out a receipt for payments at the moment you receive them. You need to record:

· The date money was received

· The person who paid you

· The amount you received in cash or check

· What the payment was for, meaning which child(ren) and what period of time the payment covers.

Record of revenues received and the date can be a simple calendar with large enough squares to list your income on the date it was received. 

A list of your expenses can be maintained in a couple of different ways. One provider uses a particular credit card for all expenses related to the program. The credit card statements and a list of cash payments would complete the record. Another provider opens a separate checking account, which is used only for the business. The check register and a list of the cash expenses make up the record of expenses. The most important point to make is that the expense be identified clearly, so that it can be matched to the correct budget category, or it can be included in the tax returns in the appropriate place. For example, a check register entry might say:

	1/20/2000
	Costco
	$210.15


It is important to know what items were purchased so the expenses can be allocated to the proper budget section or subsection. For example, there might be items in this total that belong in the categories of food, household supplies, and supplies for activities for preschool age children.

Is record keeping really that simple?

Yes, basic record keeping involves a few simple steps. Some providers schedule a certain time each week to take care of all the record keeping tasks while the expenses and the income are current. So much happens, so fast, in family child care, that you may not be able to remember the details of a particular transaction unless you write something down very soon. 

Always remember to keep purchases for your family or personal use separate. You can use a separate checking account or a separate credit card for the business. Carefully mark receipts where you paid cash. Providers keep receipts and basic records about their income and expenses together on a monthly basis. You can create special envelopes to secure the paperwork for each month. 

Providers may learn much more about record keeping, and there are resources in the community to provide assistance. Keep in mind that you are running a business, and every business owner is accountable for the finances and the operation of the business. One way you can meet your responsibilities if you do not understand finances or bookkeeping is to hire a professional. In our budget, $60.00 per month is allocated to the services of an accountant to prepare the monthly, quarterly and yearly returns and payments. If you hire an accountant, you must review the work and ask any questions about items that you don’t understand. 

The forms that follow are simple ways to keep your income and expenses organized. First, a simple calendar will work to record the payments you receive from each person. Second, a simple list of expenses for each month will serve as an adequate record of your expenses. Be sure to identify which receipts correspond to each numbered item.

Calendar
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Expense Record



[image: image6.wmf]Line

Check Number

What Was Purchased

Who Was Paid

Amount

Line

Check Number

What Was Purchased

Who Was Paid

Amount

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40


Anticipating Income
There is such a lack of consistency month to month. 
I can never figure out when I will have money and when I won’t.

I don’t know when I will need my assistant, so I cannot offer very stable employment.

Planning for your business can take the form of forecasting. You may know, intuitively, that there is more demand for your services in the summer, when families typically bring their school age children to your home. On the other hand, there may be less demand for your services because your families take personal vacations during the summer. If you have vacancies when preschool age children start school in September, you may decide that you cannot take vacation in August because there is too much transition. On the other hand, you might decide that August is the perfect time to close for two weeks. You can certainly gauge your own activities based on the needs of your families.

Ask families about their plans

One of the ways you can do forecasting is to communicate with your families and encourage them to share their plans with you. Baring something unexpected, most families can predict their needs for the next six months.

Tell families about your plans far in advance

On the other hand, if you know that you want to be closed for two weeks at the end of December, it is probably best to say that clearly to every family that visits you, so there will be no surprises. You may then make decisions based on your personal needs or the needs of your own family. The families you serve will get ample notice that they need to make alternative arrangements for care. Posting or making available a calendar far in advance will help you avoid misunderstandings at the last minute.

How does forecasting help me plan expenses?

If you know that a large bill is going to be due at a certain time, you may use forecasting to help determine how much cash you will have on hand to meet that expense. In our budget, for example, we put aside a certain amount for insurance each month. In fact, the insurance premium is due once a year when the statement arrives. We need to make sure we have enough cash on hand to pay that bill when it arrives. The quarterly tax payments are another example of how a certain amount of money is needed when the bill is due, and it can be transferred to savings each month. Some providers find this planning too difficult and try to work out monthly payment plans with everyone so they receive an invoice each month. In another section of this workbook we discuss the situation where you come up short of cash to pay your bills, and you want to know why this happens.

The worksheet on the following page allows us to plan for the revenue for our sample program for the last four months 
of the year. 

Anticipating Income
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Total per Child
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Full time preschool

Child 1

Child 2

Child 3

Full Time Infant/

$180 per week

Child 1
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Part Time Preschool
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# of weeks in

September
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# of weeks in
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November
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# of weeks in

December

3

2

1

$150
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$120


Planning for Vacation
How do I close for two weeks and still have enough money to pay expenses that come due during that time?

When you set your fee, you need to factor in the time that your families will be on vacation and that you will be on vacation. Providers have different ways of approaching the topic of vacation. In our sample program, the agreement with families is that families can have two weeks of vacation where they do not pay for our services, but the provider will hold their place. The provider will also take 2 weeks of vacation and not charge families for that time. If the time coincides, that would be great, but the program is set up so that families can plan for their own vacation at times that suit their individual schedules.

In the worksheet that follows, we have determined how much additional money each week a family would need to pay to offset the four weeks each year that the children are enrolled in the program, but the program receives no fee at that time. The weekly fee for infants is $180. If families pay that fee for 48 weeks only, the revenue for the program is $8,640. If the families pay that fee for the full 52 weeks, the revenue for the program is $9,360. 

We ask the parents to pay a little bit more each month to avoid such a big gap in revenue for the program. The rationale is that the program’s fixed expenses do not stop during the time the provider or the parents are on vacation, and parents will rarely agree to pay for weeks the program is closed and they must find other care. Your variable expenses may be reduced with fewer children in care during the time a family is on vacation, but the fixed costs of keeping your business open do not change. That “overhead” is built into the fee structure. You need to be able to explain to your families that you have a rationale for the fee you set. You want to meet your expenses, and you want to make a living like other professionals. Most other professionals have paid vacations, and a family child care provider can structure the business to provide the same.

The worksheet on the following page illustrates the calculation used to factor the unpaid vacation time into the fee structure. 

Planning for Vacation
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Weekly fee for infants

$180.00 (a)

Yearly revenue for an infant [52 weeks x (a)]

$9,360.00 (b)

Paid over 48 weeks (b)÷48
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How many children do I need to enroll in my program to, at least, cover my expenses? 

I feel like I have too many children in my program. Will I be able to make a living if I decide not to replace two children that will leave in September to start school?

I would like to hire an assistant to work every afternoon. How many more children do I need to enroll to make sure I can pay my assistant? 
(You need to add the projected salary expenses to your budget before you do the break even analysis)

If I decide to purchase health insurance for myself and pay the self-insurance premium for disability coverage, how many children will I need to add to my program? 
(You need to add the expenses to your budget before you complete the break even analysis.)
If you have ever asked yourself these questions about your program, you may find that understanding the “break even” point of your business is a very useful piece of information. To break even, your income equals your expenses. Using this tool allows you to make decisions about just how many children to serve and to enjoy one of the aspects of owning your own business: flexibility.

Breaking even may not be your only goal. You may want to make a certain amount of money each month that you invest in a retirement account, or you may need to make a certain amount of money each month to meet financial commitments not related to the business. Maybe you are paying college tuition for your oldest child, for example. 

A break even analysis involves a calculation based on the monthly fees you charge per child. In our program, the full time children pay a daily or weekly fee, which is converted to a monthly amount for the calculation. The payments are made either on Monday of each week or two times per month. The fee for the part time children is a daily rate that is paid each Monday for the week. The fee in our program is due regardless of whether the child attends.

If your fee agreement allows families to pay only for the care they use, not for the care they agree to use, you may have difficulty completing this analysis and answering the questions stated above.

In our program, we serve infants and preschool age children, and we have different expenses based on whether we serve an infant or a preschool age child. Our example of a break even analysis shows how many infants we need to serve to meet the budgeted expenses.

If you serve part time and full time children, your calculations may be based on a “full time equivalent”. In our program, one preschool age child comes for 3 days. That child is included in the calculation as .6, or 60%. These calculations are only rough estimates that you can use to plan.

The break even analysis may tell you that you need to raise your fees to cover your expenses or earn the amount you want in excess of your expenses. As you go through the calculations explained in the worksheet, you will see how the fee you charge relates to the break even point. 

How Many Children Do You Need?
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Fixed expenses

Fees charged minus variable expenses

Using the figures from our projected budget find the break-even point for infants:

Total fixed expenses per month (a)
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774.00

Variable expenses per week per infant

85.24

Variable expenses per month per infant ($85.24 x 4.3)
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$559
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Based on our projected budget, our program needs to serve one full time infant and one half time infant at the current

rates in order to break even.
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I just hope that when the insurance bill comes, I’ll have enough in the bank to cover it.

I’ve asked for all my bills to be set up on monthly payment plans.

I really need to have the carpets professionally cleaned, but I don’t ever know when I will have the money.

During the last two weeks in December, the children don’t come so I do not get paid and that’s when I need the money the most.

If you have ever heard yourself or another provider express these concerns, a cash flow statement might help understand where the cash is when you need it. Your income from any and all sources is recorded when you receive it, and your expenses are recorded when you have them. For example, if you collect fees in August, you just list them in that month, even if you are told the money pays the overdue July bill. You record the expenses during the month that you have them. We tend to associate the income with the expenses, as we have done repeatedly in the worksheets throughout this book, and generally, your bookkeeping and accounting work needs to reconcile the income to the related expenses. For the purposes of a cash flow, however, we want to record just the cash in and the cash out. 

You have probably heard the expression “cash flow problems.” They can occur when you need to pay a bill and you don’t have any money in the bank, but you have been busy providing services and your program is full. What is the problem?

You may not be collecting your fees from parents in a timely manner. Particularly if families pay after the service is provided, you will have a delay in the receipt of the income to match the expenses you have to care for the child.

The food program reimburses you for eligible expenses after the month in which you buy and serve the food. The subsidy programs often pay for the care you provide a month or two months after the care is provided and you have paid the expenses related to providing that care. 

If there is a large mismatch in your cash flow, you will always find yourself short when your accountant says you are not losing money.

In order to prepare a cash flow, you will need your basic revenue record for each month that lists receipts. In our program, we have parent tuition, food program reimbursements and some incidental other income. In other programs, there might be loan proceeds, a contribution from you from your savings, or payments from a subsidy program.

You also need your monthly record of all your expenses. Do you recognize the budget categories on the left side of the page? You need to assign each expense to its appropriate category. For example, our Costco receipt from January 20, 2000 for $210.15 needs to be divided up into the applicable budget categories.

Once you have filled in the cash flow, you can start to compare your actual experience with your budget and the revenue forecasting you prepared. How closely do your projections match your experience? You may find a number of interesting points:

· You run out of money only during certain months. You can see if those months had extraordinary expenses in them. Perhaps the timing of some large expenses falls during typical vacation months when you are short of cash because children are on vacation and you are not collecting any fees.

· During the months you feel you have extra money, you tend to do some impulse buying, which is not included in your budget.

· Your cash flow document together with the projections you prepared allows you revise your budget and your revenue projections to be more in keeping with your experience.

Once you feel comfortable completing a cash flow, you may want to add a column to project the revenue and expenses on the same sheet. You may want to create projections when you undertake a change in the program. You can project the changes in the cash coming in and project the changes in your expenses to see if you predict having cash when you need it.

If you expect the revenue from your family child care business to pay only a portion of your household expenses, then you can list only that portion as an expenditure.

Cash Flow Statement
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A. Beginning Balance (A)

Cash Receipts

Parent Fees

Food Program

Sales Income

Interest Income

Other Income

B. Total Receipts(B)

Expenditures

Accounting Service

Advertising

Answering Service

Bank Charges

Cleaning Service

Computer Services

Contributions

Diapers and Wipes

Dues & Publications

Food for preschool children

Gifts

Infant Formula

Infant toys/arts and crafts

Insurance

Legal and Professional

Licenses

Miscellaneous

Office Supplies

Owner Draw

Parking/Tolls

Postage

Preschool toys /arts and crafts

Printing

Rent/Housing

Repairs

Salaries and Wages

Security & Safety

Supplemental trash bill

Tax-Payroll

Telephone

Training

Trash removal

Travel

Utilities

C. Total Expenditures (C)

D. Net Receipts (B)-(C)

Ending Cash Balance (A)+(D)
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Do I wait until I file my tax return to see if I have made any money?

How do I document my income if I don’t get a paycheck?

How can I tell if I should revise my budget?

Once you have been in business for several months or several years, you can prepare a financial statement to check your profit and loss on a regular basis. The statement is called an income statement. If you have an accounting professional helping you throughout the year, you can request an income statement at regular intervals. An income statement for 6 months of our program’s operation is provided here for review. It shows how much money the program earned and it shows the expenses related to that income.

You can review this statement with the budget that was prepared in advance of the period, and you can analyze your expenses. Look along the lines for the expenses related to one item. You might remember why the expense in a particular month was so high or so low. You can compare that line item with the budget to determine if you have the correct amount in the budget to cover that expense.

Your accountant may also add columns to help you compare your budget to your actual expenses for the months in the income statement. It can be very interesting to look at the figures and think about why there are differences. Remember, you can either budget poorly or spend recklessly to create great differences. If the budget is closer to the actual expenses for a period, the income statement is an indication of whether you make money or not. 

You can also look at the income statement from top to bottom. Revenue in our sample program was very low during the summer months because families took vacation. In our program, perhaps some planning might help the program operate closer to a break even point in the summer. Planning may involve reducing expenses during those months or making payments or large purchases in other months where there is more income. 

Some providers may not see a problem with making a lot of money during certain months and losing a lot of money in other months. If you plan to apply for a loan, however, a lender will want to see a more consistent positive net income as an indicator of your skill in managing the finances of your business. The repayment for any loan will likely come out of that income.

Income Statements
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Average

April

May

June

July

August

September

Monthly

Income

Parent Fees

3247.50

3815.00

3872.50

2770.00

2320.00

3760.00

3298.00

Food Program

276.64

173.11

278.08

228.32

211.15

273.00

240.00

Other

95.00

140.00

150.00

128.00

Vacancy Contingency (-)

(324.75)

(381.50)

(387.25)

(277.00)

(232.00)

(376.00)

(330.00)

Total Income

$3,199.39

$3,606.61

$3,858.33

$2,861.32

$2,449.15

$3,657.00

$3,272.00

Expenses

Monthly Variable Expenses

Advertising

24.35

34.72

0.00

0.00

65.00

32.00

26.00

Diapers and Wipes

80.00

60.00

90.00

80.00

40.00

60.00

Supplemental Trash

30.00

30.00

30.00

30.00

30.00

30.00

Food for preschool children

181.43

291.96

231.32

328.92

275.16

325.60

272.00

Formula

50.00

35.00

45.00

60.00

25.00

50.00

Gifts

25.00

25.00

Office Supplies

1.73

96.67

16.40

15.30

33.00

 0.00

Postage

12.07

40.31

1700

23.00

 0.00

 0.00

Printing

8.14

12.47

8.50

7.50

9.00

 0.00

Salaries and Wages

331.5

390

375.00

536.25

376

402.00

Tax-Payroll

38.95

45.83

45.00

63.02

45.12

48.00

Toys Arts & Crafts for Infants

48.75

21.50

32.75

17.88

12.56

16.60

Toys Arts & Crafts

  

 for preschool age children 

162.76

391.34

164.99

194.32

150.64

178.35

207.00

Miscellaneous

28.61

119.64

74.00

TOTAL VARIABLE EXPENSES

$957.61

$1,328.96

$715.27

$1,307.47

$1,246.43

$1,138.17

$1,116.00

Monthly Fixed Expenses

Accounting Service

60.00

60.00

60.00

60.00

60.00

60.00

60.00

Answering Service

38.90

32.5.00

20.35

38.90

38.60

20.35

32.00

Bank Charges

2.00

2.00

Computer Services

29.95

18.85

159.95

9.95

15.95

43.20

46.00

Contributions

7.00

10.00

10.00

9.00

Dues & Publications

12.00

35.00

24.00

Insurance

31.66

91.48

28.16

75.60

57.00

Legal and Professional

53.00

55.00

48.00

991.00

52.00

45.00

207.00

Licenses

50.00

50.00

Owner Draw

300.00

300.00

300.00

300.00

300.00

300.00

300.00

Parking/Tolls

Rent

525.00

525.00

525.00

525.00

525.00

525.00

525.00

Repairs

118.40

50.00

84.00

Security & Safety

13.01

1.09

44.00

19.00

Telephone

43.62

45.20

39.87

40.79

43.20

425.00

43.00

Training

25.00

10.00

18.00

Trash removal

29.54

31.90

32.50

31.00

Travel

4.00

156.32

80.00

Utilities

36.85

32.96

74.96

36.80

37.49

44.00

TOTAL FIXED EXPENSES

$1,162.99

$1,274.38

$1,374.14

$2,144.66

$1,216.55

$1,191.64

$1,394.00

Total Expenses 

$2,120.60

$2,603.34

$2,089.41

$3,452.13

$2,462.98

$2,329.81

$2,510.00

Profit 

$1,078.79

$1,003.27

$1,768.92

-$590.81

-$13.83

$1,327.19

$762.00

 

     

Average

April

May

June

July

August

September

Monthly

Income

Parent Fees

3247.50

3815.00

3872.50

2770.00

2320.00

3760.00

3298.00

Food Program

276.64

173.11

278.08

228.32

211.15

273.00

240.00

Other

95.00

140.00

150.00

128.00

Vacancy Contingency (-)

(324.75)

(381.50)

(387.25)

(277.00)

(232.00)

(376.00)

(330.00)

Total Income

$3,199.39

$3,606.61

$3,858.33

$2,861.32

$2,449.15

$3,657.00

$3,272.00

Expenses

Monthly Variable Expenses

Advertising

24.35

34.72

0.00

0.00

65.00

32.00

26.00

Diapers and Wipes

80.00

60.00

90.00

80.00

40.00

60.00

Supplemental Trash

30.00

30.00

30.00

30.00

30.00

30.00

Food for preschool children

181.43

291.96

231.32

328.92

275.16

325.60

272.00

Formula

50.00

35.00

45.00

60.00

25.00

50.00

Gifts

25.00

25.00

Office Supplies

1.73

96.67

16.40

15.30

33.00

 0.00

Postage

12.07

40.31

1700

23.00

 0.00

 0.00

Printing

8.14

12.47

8.50

7.50

9.00

 0.00

Salaries and Wages

331.5

390

375.00

536.25

376

402.00

Tax-Payroll

38.95

45.83

45.00

63.02

45.12

48.00

Toys Arts & Crafts for Infants

48.75

21.50

32.75

17.88

12.56

16.60

Toys Arts & Crafts

  

 for preschool age children 

162.76

391.34

164.99

194.32

150.64

178.35

207.00

Miscellaneous

28.61

119.64

74.00

TOTAL VARIABLE EXPENSES

$957.61

$1,328.96

$715.27

$1,307.47

$1,246.43

$1,138.17

$1,116.00

Monthly Fixed Expenses

Accounting Service

60.00

60.00

60.00

60.00

60.00

60.00

60.00

Answering Service

38.90

32.5.00

20.35

38.90

38.60

20.35

32.00

Bank Charges

2.00

2.00

Computer Services

29.95

18.85

159.95

9.95

15.95

43.20

46.00

Contributions

7.00

10.00

10.00

9.00

Dues & Publications

12.00

35.00

24.00

Insurance

31.66

91.48

28.16

75.60

57.00

Legal and Professional

53.00

55.00

48.00

991.00

52.00

45.00

207.00

Licenses

50.00

50.00

Owner Draw

300.00

300.00

300.00

300.00

300.00

300.00

300.00

Parking/Tolls

Rent

525.00

525.00

525.00

525.00

525.00

525.00

525.00

Repairs

118.40

50.00

84.00

Security & Safety

13.01

1.09

44.00

19.00

Telephone

43.62

45.20

39.87

40.79

43.20

425.00

43.00

Training

25.00

10.00

18.00

Trash removal

29.54

31.90

32.50

31.00

Travel

4.00

156.32

80.00

Utilities

36.85

32.96

74.96

36.80

37.49

44.00

TOTAL FIXED EXPENSES

$1,162.99

$1,274.38

$1,374.14

$2,144.66

$1,216.55

$1,191.64

$1,394.00

Total Expenses 

$2,120.60

$2,603.34

$2,089.41

$3,452.13

$2,462.98

$2,329.81

$2,510.00

Profit 

$1,078.79

$1,003.27

$1,768.92

-$590.81

-$13.83

$1,327.19

$762.00


Obtaining a Home or Business Loan
Can I qualify for a business loan?

How can I purchase a home?

Improved quality and long term stability of your program may depend on your ability to borrow money to make improvements to your home or to purchase your home. A source of support for quality improvements and/or expansion of family child care homes in San Francisco, but not the purchase of a home, is the Child Care Facilities Fund (CCFF) Family Child Care Grant Program. The grants are not discussed in this material, but interested providers who live in San Francisco should contact the CCFF for more information about the program. Family child care providers in other counties should contact their resource and referral agency for information about any local programs. This section will cover planning to borrow money to remodel your space or to purchase a home.

The income statement and your tax returns are important sources of financial information about your business. The income statement, as we have seen, shows the profit and loss from your business. A lender would want to see consistent net income, because that net income is the source of the money to repay any loan the lender considers making. You probably need to show 3 years of statements.

Your budget, your revenue projections and your cash flow statements are also very valuable sources of information about your business. The lender will look at cash flow statements, if you have prepared them, to identify patterns in your business. When your application is reviewed, the loan officer may request cash flow projections, not statements, to analyze whether or not your business will generate enough cash each month to make the loan payments.

The lender may also want to see a business plan, which has been discussed earlier. The lender will want you to demonstrate that you know what you are doing, and you know what steps you are taking. 

What lenders look for can be summarized as the 5 “Cs” of Credit. The following worksheet describes the “Cs” and has a blank space for you to reflect on how you would address each of these areas if you were applying for a loan.

The 5 “Cs” of Credit

1. Cashflow: Lenders analyze the cash coming into your operation and the cash you pay out to determine if you will have enough money to repay a loan. Your vacancy contingency, discussed during the section on building you budget, will be important, as will your ability to have more money coming in to your business than going out each month.

2. Credit History: The lender will want to learn about you and your history of meeting financial obligations. What does your credit report contain? Obtain your credit report in advance, get errors in the report removed and prepare documentation or explanations about the problems.

3. Context: Do your business plan and your assumptions reflect thought and planning on your part? In plain words - Do you know what you are going to do? For example, if you are expanding to serve school age children, do you have a plan for how they will get to your program after school?

4. Character/Competence: The lender will review your experience and background.

5. Collateral: This is the property you own which will be offered or pledged as security for the loan. If you default, the lender will then own the property and can sell it or manage it in some other way to recoup the money lost by a default. Collateral could be your home, a bank account, or a lien on other property you own.
Expansion Considerations

Your future plans may include expansion of your small family child care program to a large family child care program. Planning for expansion is very much like the business planning for opening a family child care program. Your planning for expansion must cover the same topics, but you may need to ask yourself slightly different questions. In this section, we will walk through business planning, in the same order we walked through it at the beginning of this workbook, but we will focus on the particular concerns of expansion, not start up.

Philosophy or Goals

Why do I want to expand my business?

In this section you examine your reasons for expansion. Some providers want to care for younger siblings of the children in care. Others want to be available to meet a seasonal need, like summer or school/vacation. Some have a long waiting list they would like to accommodate, and others would like protection against a citation of overcapacity if they take an additional child or two on unscheduled days. Some providers believe they will one day open their own center, and they see expansion to large family child care as a step toward that dream. Some providers feel they will make more money if they care for 
more children.

Write statements below that describe your goals for expansion.


Marketing

Will my families change?

If you are expanding your program, you may be planning to serve children of different ages from the children you serve now, or you may be adding more children of the same age group. You will be changing the group size of your program. The changes in your program will be welcome to some families while other families may become dissatisfied and leave. Your outreach for the families you want to serve in your expanded program may be different from the outreach that worked in the past. Changes in your program mean that the families you serve may be different.

Describe some of the changes in the families you serve that you may be able to anticipate, and describe how you plan to reach the additional number of families or the families of children in the age group you want to serve. 
Operations

What changes to the program can I anticipate? 

Planning activities for more children involves a different strategy. It is not just more of the same. Field trips, meal planning, napping, toileting with a larger group of children require different planning. Everyday rhythms can shift when more children and families are involved in the scheduling. Licensing requirements covering capacity and ratios need to be considered in the planning of your program.

Write down your ideas about how you would change some of your activities with a larger group of children.
How will my environment need to change?
Your environment will require some changes. Your space for indoor and outdoor activities; your storage for food, supplies and children’s belongings; wear and tear on your home; the level of noise generated by a larger group all need to be adjusted for a larger group size.

You may have a concern about drop off and pick up with the increase in the number of families in your program. Are there places to park? 

The fire clearance requirements for large family child care may be difficult to meet without some modifications to your space, and you need specific information about what will be required for your home. Without going into great detail here, the fire department may restrict the floors in the building on which children can be present. Your exits and doors may require modification. You will need an approved way to signal a fire, and you will need a fire extinguisher and smoke detectors. You may need to install special “fire separation” in the walls between rooms. You may need to enclose water heaters and furnaces.

Describe the changes you need to make to your environment and list the major steps you will take to get more information. 

Management and Personnel

Can I run a larger business?

In large family child care, the record keeping will require more time, and may be more complicated. You will be managing payments from and relationships with a larger group of families. 

Scheduling for part time and full time may become more complicated. 

You will need to understand your responsibilities as an employer, because you cannot operate large family child care alone. Do you meet the experience requirement of licensing to operate a large family child care home? 

You may want more training on aspects of caring for children of different age groups. If you are caring for a specific age group for the first time, you may find training tailored to that specific age group very helpful. 

A large family child care program may be subject to local business license or registration requirements. 

You will have concerns about how the additional people, demands on your time and the larger number of items in your household related to the child care program will impact your family and personal life. 

If you decide that you need to undertake a major remodeling project or to move in order to make the needed changes in your environment, you will need to understand the impact on your family.

List the areas where you feel you need more information. Try to identify a source for the information.
Financial

How do you know if you will make any money?

In this section of the planning, you want to think about the financial reserves you have for expansion, particularly after you have determined the changes to your environment or your program. 

A new budget for the expenses related to the expansion and a budget for the new operation would help you understand the financial impact of your decisions. You may want to create a new break even analysis and new revenue forecasting to help you anticipate the financial impact of your expansion.

You may also want to reconsider the amount of your vacancy contingency. If a family with two children in your program decides to leave, the financial impact on your program will reflect the amount of time you are without revenue for both slots.

As you prepare new cash flow statements, you will notice different patterns in your income and expenses.

Write some ideas about the financial planning you need to complete for your expansion project.

Appendices
Many of the worksheets used in this workbook are reproduced in this appendix without data on them so you can use them to practice some of the calculations using the actual amounts of income and expenses from your own program.

Monthly Budget
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[image: image12.wmf]INCOME

AMOUNT

Parent Fees

Food Program

Vacancy Contingency (subtract 10%)

TOTAL INCOME

EXPENSES

Monthly Variable Expenses

Advertising

Diapers and wipes

Supplemental trash bill

Food for preschool children

Infant Formula

Gifts

Office Supplies

Postage

Printing

Salaries and Wages $8.00 (12 hrs/wk)(4.3 wk)

Tax-Payroll (17%)

Toys and arts and crafts supplies for infants and toddlers

Toys and arts and craft supplies for preschool children

Miscellaneous

TOTAL VARIABLE EXPENSES

Monthly Fixed Expenses

Accounting Service

Answering Service

Bank Charges

Cleaning Service

Computer Services

Contributions

Dues & Publications

Insurance - Professional Liability

Legal and Professional

Licenses

Owner Draw

Parking/Tolls

Rent

Repairs

Security &Safety

Telephone

Training

Trash removal

Travel

Utilities

TOTAL FIXED EXPENSES

Total Variable and Fixed Expenses

Contingency and bad debt (add 5% of total)

Total Expenses including contingency

PROJECTED PROFIT PER MONTH (income minus expenses)

INCOME

AMOUNT

Parent Fees

Food Program

Vacancy Contingency (subtract 10%)

TOTAL INCOME

EXPENSES

Monthly Variable Expenses

Advertising

Diapers and wipes

Supplemental trash bill

Food for preschool children

Infant Formula

Gifts

Office Supplies

Postage

Printing

Salaries and Wages $8.00 (12 hrs/wk)(4.3 wk)

Tax-Payroll (17%)

Toys and arts and crafts supplies for infants and toddlers

Toys and arts and craft supplies for preschool children

Miscellaneous

TOTAL VARIABLE EXPENSES

Monthly Fixed Expenses

Accounting Service

Answering Service

Bank Charges

Cleaning Service

Computer Services

Contributions

Dues & Publications

Insurance - Professional Liability

Legal and Professional

Licenses

Owner Draw

Parking/Tolls

Rent

Repairs

Security &Safety

Telephone

Training

Trash removal

Travel

Utilities

TOTAL FIXED EXPENSES

Total Variable and Fixed Expenses

Contingency and bad debt (add 5% of total)

Total Expenses including contingency

PROJECTED PROFIT PER MONTH (income minus expenses)


Estimated Revenue
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[image: image13.wmf]Weekly

Revenue Categories

# of Children

X

Weekly Fee

=

Revenue by Category

Full time infant/toddler

(a)

Full time preschool

(b)

Part time preschooler

(c)

Total Weekly Revenue (a+b+c) 

Total Monthly Tuition Revenue (e):  $

                      

 

X

4.3 weeks/month

=

Total Weekly Revenue

Daily Rate

# of Meals/week

Monthly Revenue

Breakfast

$0.92

X

 

X

4.3 weeks/month =

Lunch

$1.69

X

 X

4.3 weeks/month =

Snack

$0.50

X

 

X

4.3 weeks/month =

Total Monthly Food Revenue (f)

Total Monthly Tuition (e) 

Total Monthly Food Revenue (f) 

+

Vacancy Contingency [10%  x (e)]

-

(g)

Total Monthly Revenue (e+f-g)

A. Calculating Revenue from Tuition

B. Calculating Revenue from Food Program (Tier 1 July 1999)

C. Total Tuition and Food Revenue per Month


Setting Your Fee
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[image: image14.wmf]What are the weekly expenses per child?

If your program has a combination of full time and part time children, calculate the full time equivalent children to complete

this worksheet.

Variable Expenses

Amount

Infants

Diapers and wipes

Supplemental trash bill

Infant formula

Salaries and wages $8.00 (12 hrs/wk)(4.3 wk)

Tax-Payroll (17%)

Toys and arts and crafts supplies

Proportion of the other expenses

Total variable expenses per month for infants (a)

Number of weeks in the month

4.3

Total variable expenses per week (a÷4.3)

Number of full time infants (b)

Variable expenses per week per infant (a÷4.3) ÷ (b) 

Preschool Children

Food

Toys and arts and craft supplies

Proportion of the other expenses

Total variable expenses per month (d )

Number of weeks in the month

4.3

Total variable expenses per week (d÷4.3)

Number of preschool children (e)

Variable expenses per week per preschool child (d÷4.3) ÷ (e)

Fixed Expenses

Total fixed expenses per month (f)

Number of weeks in the month

4.3

Total fixed expenses per week (f÷4.3)

Number of children (g)

Fixed expenses per week per child  (f÷4.3) ÷ (g)

Expenses per week per infant

Expenses per week per preschool age child

                                       +

Is the weekly full time fee we charge enough to cover our expenses and provide

the margin of profit we want?

Infants/Toddlers

Full Time Fee

Weekly Expenses                                                    as a percentage of fee __________

Preschool Age

Full Time Fee

Weekly Expenses                                                    as a percentage of fee __________

What are the weekly expenses per child?

If your program has a combination of full time and part time children, calculate the full time equivalent children to complete

this worksheet.

Variable Expenses

Amount

Infants

Diapers and wipes

Supplemental trash bill

Infant formula

Salaries and wages $8.00 (12 hrs/wk)(4.3 wk)

Tax-Payroll (17%)

Toys and arts and crafts supplies

Proportion of the other expenses

Total variable expenses per month for infants (a)

Number of weeks in the month

4.3

Total variable expenses per week (a÷4.3)

Number of full time infants (b)

Variable expenses per week per infant (a÷4.3) ÷ (b) 

Preschool Children

Food

Toys and arts and craft supplies

Proportion of the other expenses

Total variable expenses per month (d )

Number of weeks in the month

4.3

Total variable expenses per week (d÷4.3)

Number of preschool children (e)

Variable expenses per week per preschool child (d÷4.3) ÷ (e)

Fixed Expenses

Total fixed expenses per month (f)

Number of weeks in the month

4.3

Total fixed expenses per week (f÷4.3)

Number of children (g)

Fixed expenses per week per child  (f÷4.3) ÷ (g)

Expenses per week per infant

Expenses per week per preschool age child

                                       +

Is the weekly full time fee we charge enough to cover our expenses and provide

the margin of profit we want?

Infants/Toddlers

Full Time Fee

Weekly Expenses                                                    as a percentage of fee __________

Preschool Age

Full Time Fee

Weekly Expenses                                                    as a percentage of fee __________


Anticipating Income
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[image: image15.wmf]Full time preschool

$_____ per week

Child 1

Child 2

Child 3

Full Time Infant

$_____ per week

Child 1

Child 2

Part Time

Child 1

Child 2

Child 3

Totals

Category

# of

Children

Weekly Total

per Child

Monthly Total

per Child

# of weeks in

_________

_________

Total per Child

# of weeks in

_________

_________

Total per Child

# of weeks in

_________

_________

Total per Child

# of weeks in

_________

_________

Total per Child

Anticipating Income


Planning for Vacation
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[image: image16.wmf]How Do I Set the Fee to Pay for Vacations?

Weekly fee for infants (a)

Yearly revenue for an infant (52 weeks x a)

 (b)

Paid over 48 weeks (b)÷48

If the fee for each infant were raised to $_____ per week,

our fee structure would incorporate a two week vacation each year.

Weekly fee for preschool age children (c)

Yearly revenue for a preschool age child (52 weeks x c)

 (d)

Paid over 48 weeks (d)÷48

If the fee for each preschool age child were raised to $_____ ,

our fee structure would incorporate a two week vacation each year.

How Do I Set the Fee to Pay for Vacations?

Weekly fee for infants (a)

Yearly revenue for an infant (52 weeks x a)

 (b)

Paid over 48 weeks (b)÷48

If the fee for each infant were raised to $_____ per week,

our fee structure would incorporate a two week vacation each year.

Weekly fee for preschool age children (c)

Yearly revenue for a preschool age child (52 weeks x c)

 (d)

Paid over 48 weeks (d)÷48

If the fee for each preschool age child were raised to $_____ ,

our fee structure would incorporate a two week vacation each year.


How Many Children Do You Need?



[image: image17.wmf]The basic formula for determining the break even point is:

Fixed expenses

Fees charged minus variable expenses

In order to complete this worksheet, you will need to complete the calculation for the weekly expenses per child so you

will know variable and fixed expenses for your program.

Using the figures from your projected budget find the break-even point for __________:

Total fixed expenses per month (a)

Portion for  __________ slots

Fee charged per month per  __________  ($_____ x 4.3)

Variable expenses per week per  __________

 (from the calculation used to set your fee)

Variable expenses per month per  __________ ($_____ x 4.3)

Enter these numbers in the formula:

$_____ (Fixed expenses)

$_____ (Fees)  - $_____ (Variable expenses)

Based on our projected budget, our program needs to serve ____________________ at the current rates in order

to break even.

The basic formula for determining the break even point is:

Fixed expenses

Fees charged minus variable expenses

In order to complete this worksheet, you will need to complete the calculation for the weekly expenses per child so you

will know variable and fixed expenses for your program.

Using the figures from your projected budget find the break-even point for __________:

Total fixed expenses per month (a)

Portion for  __________ slots

Fee charged per month per  __________  ($_____ x 4.3)

Variable expenses per week per  __________

 (from the calculation used to set your fee)

Variable expenses per month per  __________ ($_____ x 4.3)

Enter these numbers in the formula:

$_____ (Fixed expenses)

$_____ (Fees)  - $_____ (Variable expenses)

Based on our projected budget, our program needs to serve ____________________ at the current rates in order

to break even.

= Number of Children needed

= Number of Children needed
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