Self-Help

Ownership & Economic Opportunity for All

Pricing Your Child Care Services

Overhead Costs

Overhead Costs are expenses related to the overall running of your business (e.g. rent or mortgage,
owner’s draw, marketing, licensing fees, insurance, etc.). Overhead costs occur regardless of how
many children you care for. Shown below is an example of what some of the overhead costs might be
for your business for one month. There is space for you to estimate your overhead costs.
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Reserve (for unplanned expenses).............ccceceeuueeennn. 58 page to determine
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Pricing Your Child Care Services

Overhead Costs

Business Use of Home Facility: If you are running a child care business in your home, you can
include a designated portion of your home expenses under business expenses. These expenses are
part of the overhead costs of your business and should be included in your projections. You may be
able to deduct these expenses on your taxes. (Chapter 10 will discuss the tax implications. Your
expenses for tax purposes may be different.) Below is an exercise to help you get an estimate of your
business use of home facility expenses.

Example: Mrs. Harris’ home mortgage is $700 a month. She uses approximately half (50%) of her
home for her child care business when it is in session. Her child care is open 55 hours per week. There
are 168 hours in a week (7 days a week x 24 hours a day).

To calculate her business expenses, she completed the following information:

Step 1: Her child care is open 55 hours per week.
55 hours per week open / 168 total hours in a week = .33
Therefore, her child care is open 33% of the hours in a week (A).

Step 2: She uses 50% of her house for the child care (B)

Step 3: 33% (A) x 50% (B) = 17% of her expenses are child care expenses
Step 4: 17% of $700 (mortgage) = $119

Mrs. Harris can show $119 as a business expense for rent/mortgage. Expenses that can be allocated
to your child care business include mortgage/rent, utilities, and phone.

Exercise 4-4: Business Use of Your Home

Step 1: My child care is open hours per week.
hours per week / 168 total hours in week =
Therefore, my child care is open % of the hours in a week (A).
Step 2: | use % of my house for the child care (B).
Step 3: % (A) X % (B) = % of my expenses for my home
facility
are child care expenses.
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Utilities % Expense allocated Expense allocated child care and personal use, use this formula
to child care to child care to determine what % of your telephone
expenses to allocate to the child care.
( ) X % =
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