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Introduction

Running a home daycare is more than just a passion for working with children; it's a business that requires careful
financial stewardship. One of the most powerful tools for understanding the health of your daycare is the home
daycare profit and loss statement. This document, often called a P&L, offers a clear snapshot of your revenue,
expenses, and ultimately the net profit or loss over a specific period. Whether you're a seasoned provider or just
starting, mastering the P&L will help you make informed decisions, stay compliant, and grow sustainably.

What Is a Profit and Loss Statement?

A profit and loss statement is a financial report that summarizes the income and expenses of a business over a set
timeframe—usually monthly, quarterly, or annually. For a home daycare, this statement will show:

¢ All sources of income (fees, subsidies, after school programs)
e Every expense (rent, utilities, supplies, insurance, taxes)
* Net profit or loss after all deductions

In essence, it tells you whether your daycare is turning a profit and how much.

The Core Components of a Home Daycare P&L

1. Revenue — The money you bring in from child care services.

2. Cost of Goods Sold (COGS) — Direct costs tied to providing care.

3. Operating Expenses — Overhead costs such as rent, utilities, and marketing.
4. Net Profit — Revenue minus all expenses.

Why Is a P&L Essential for Your Home Daycare?

1. Financial Visibility
Without a P&L, you're navigating blindly. The statement provides a clear picture of how much money is coming in
versus how much is going out.

2. Decision Making
It helps you decide whether to raise fees, cut unnecessary expenses, or invest in new programs.

3. Compliance and Tax Preparation
Accurate P&Ls simplify tax filing and demonstrate to lenders or investors that you're a responsible business owner.

4. Growth Planning
By tracking trends over time, you can identify which services are most profitable and plan expansions accordingly.

Setting Up Your Home Daycare P&L

Creating a P&L from scratch may feel intimidating, but with a systematic approach, it becomes manageable. Follow
these steps to build a reliable statement.

Step 1: Choose a Reporting Period



Decide whether you'll generate monthly, quarterly, or annual statements. Monthly reports give you real time insights,
while quarterly and annual reports are useful for long term trends and tax purposes.

Step 2: Gather Your Financial Data

Collect all receipts, invoices, bank statements, and credit card records for the chosen period. Organize them by
category to simplify tracking.

Step 3: Select a Format

Use a spreadsheet program (Excel, Google Sheets) or accounting software (QuickBooks, Wave, Xero).
Spreadsheets are free and flexible; dedicated software offers automation and reporting features.

Step 4. Create the P&L Structure

Below is a simple layout you can replicate in your chosen tool.

Revenue
- Child Care Fees
- After School Programs
- Special Events

Cost of Goods Sold
- Food and Snacks
- Child Supplies (toys, art materials, etc.)

Operating Expenses
- Rent / Mortgage
- Utilities (electricity, water, internet)
- Insurance (liability, property)
- Licensing & Permits
- Marketing & Advertising
- Cleaning Supplies
- Staff Wages (if applicable)
- Professional Services (accounting, legal)

Net Profit
Revenue - (COGS + Operating Expenses)

Revenue: The Heartbeat of Your Daycare
Accurately capturing every dollar you earn is crucial. Below are common revenue streams for a home daycare.

¢ Child Care Fees — The primary source, often based on a tiered rate per child or per hour.

« After School Programs — Extra hours or special classes (e.g., music, language) that parents pay for.
e Special Events — Birthday parties, holiday gatherings, or educational field trips.

e Subsidies and Grants — Government or community funding for low income families.

Maintain separate accounts for each revenue type to track which services drive the most income.



Cost of Goods Sold: Direct Care Expenses

COGS includes costs directly tied to the provision of care. These are variable costs that fluctuate with the number
of children.

* Food and Snacks — Meals, snacks, and drinks.
e Child Supplies — Toys, books, art materials, and educational tools.
» Cleaning Materials — Sanitizers, wipes, and disinfectants used daily.

Track these expenses daily or weekly to keep a tight rein on costs.

Operating Expenses: The Overhead of Running a Daycare

Operating expenses are fixed or semi fixed costs that keep your daycare functioning. They don't vary directly with
the number of children.

Common Operating Expenses

¢ Rent or Mortgage — If you're renting a commercial space or paying a mortgage on your home, this is a
significant line item.
« Utilities — Electricity, water, heating, and internet.
¢ Insurance — Liability, property, and workers’ compensation if you employ staff.
« Licensing & Permits — Fees required by local child care authorities.
Marketing & Advertising — Online ads, flyers, or community event sponsorships.
¢ Cleaning Supplies — Bulk purchases for maintaining a sanitary environment.
¢ Professional Services — Accounting, legal advice, or consulting.
» Staff Wages — If you hire aides or part time helpers.

Keeping these expenses under control is key to maximizing profitability.

Net Profit: The Bottom Line

Net profit is the ultimate indicator of your daycare’s financial health. A positive net profit means you're covering all
costs and earning a surplus, while a negative figure signals the need for adjustments.

Tips for Accurate Tracking

1. Separate Personal and Business Finances

Open a dedicated business bank account to avoid mixing personal expenses with daycare costs.
2. Use a Cash Flow Calendar

Record when invoices are received and when payments are made to track cash flow accurately.
3. Document Every Transaction

Attach receipts or screenshots to each entry in your spreadsheet or software.

4. Reconcile Monthly

Match your bank statements with your P&L entries to catch errors early.

5. Set Up Automatic Alerts

Use banking apps or software to flag large or unusual expenses.

Leveraging Accounting Software

While spreadsheets work well for small operations, accounting software offers automation, error reduction, and



ready made reports. Consider these options:

¢ QuickBooks Online — Popular for small businesses, with customizable templates for P&Ls.
¢ Wave Accounting — Free and user friendly, suitable for solo providers.

e Xero — Cloud based with robust reporting features.

¢ FreshBooks — Great for invoicing and expense tracking.

These platforms can connect to your bank accounts, import transactions, and automatically categorize expenses,
saving you hours of manual entry.

Sample P&L Template for Home Daycare

Below is a simple, copy and paste template you can use in Google Sheets or Excel. Adjust the categories to fit your
specific needs.

| Category | Month 1 | Month 2 | Month 3 | Total |
I I I I I I

| Revenue: | [ | | |

| Child Care Fees | 4,200 | 4,500 | 4,800 | 13,500]

| After School Programs | 600 | 650 | 700 | 1,950|
| Special Events | 300 | 400 | 500 | 1,200|

| Subsidies/Grants | 200 | 200 | 200 | 600

| Total Revenue | 5,400 |5,750 |6,200 |17,350|

I I I I |

| COGS: I I I I

| Food & Snacks | 500 | 550 | 600 |1,650 |

| Child Supplies | 200 | 220 | 240 | 660 |

| Total COGS | 700 | 770 | 840 | 2,310|

| | | | |
| Operating Expenses: | | I |

Professional Services | 200 | 200 | 200 | 600 |
Staff Wages (ifany) | 400 | 400 | 400 | 1,200 |
| Total Operating Expenses | 2,580 |2,770 |2,960 | 8,310 |

I I I I |
| Net Profit (Revenue - COGS - Op. Exp.) | 2,120 |2,220 | 2,340 | 6,680 |

| Rent/Mortgage [ 1,200 |1,200 |1,200 | 3,600 |
| Utilities | 200 | 210 | 220 | 630|

| Insurance | 150 | 150 | 150 | 450 |

| Licensing & Permits | 50 | 50 | 50 | 150|

| Marketing & Advertising | 100 | 120 | 140 | 360 |
| Cleaning Supplies | 80 | 90 | 100 | 270|

I

I

Interpreting Your P&L

Once you have the numbers, the real work begins. Here’s how to read what they mean:



1. Revenue Growth

If revenue is increasing, analyze which services contributed most. Consider expanding those programs.

2. Expense Ratios

Compare each expense line to revenue. For example, if rent consumes 30% of revenue, explore cheaper
spaces or negotiate better terms.
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