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Ready for a New Year?

Learn how to use year-end data to strengthen your business

Introduction

The end of the year is often a time when we reflect on the year which has passed. New
Year's resolutions are commonly discussed in your personal life—but what about in your
business affairs? A yearly closeout process can mean more than finalizing figures and
syncing up with your tax preparer. The close of a fiscal year is a great time to reflect on the
past, present, and future of your business. Whether you are an operation of one or five
hundred, you can use this time to properly close out your financial affairs from the past
year and plan for the year ahead.

You are the most knowledgeable person about your business, and while your experiences
are still fresh, you can use both the financial data as well as your lived experience to
prepare for the next year. Assessing the state of your operations from the past year can
help you to develop a strategy for how you will approach the short-term and mid-term
future of your business. While this might sound like a big task at first, going through the
process one step at a time will help you to feel more confident as you make business
decisions for the next year.

Take some time to go through your past year to gather any information or lessons learned
that can help you to strengthen your child care business in the future. This resource will
help you take a look at your year-end assessment in terms of what happened last year,
what you can do now, and what you will want to do in the coming year to be as strong and
successful as possible.

Looking back
How did you do financially this year? You might have a sense of how you think you did but
taking a look at the hard numbers will help to ground your thoughts and feelings in facts.

If you did have a budget set up for the year, compare your predicted and actual revenue
and expenses. Line by line, assess how your predictions for the year compared to actual
performance.

If you didn't maintain a budget this past year, you can examine your cash flow throughout
the year. Look at your bank account statements to see if you ended up ahead of where
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you started and if you did, by how much. Consider if a budget would have been helpful,
and if creating one now would be useful this time next year.

Set aside some quiet time for yourself to look at your records and ponder the questions
below. We recommend recording this reflection and brainstorming session.

Jot down notes on paper or use a device to record yourself verbally processing your
thoughts. It doesn't matter whether the format is text, audio, or video or whether you save
it to your PC, tablet, or cell phone—just recording this information now can make a big
difference for your operations year-round. Not only does this help you to streamline and
organize your thoughts, but it also provides a tangible record that you can look back onin
the future.

Were you profitable?

Were there differences between Actual and Planned figures (or, if you didn't have a
budget, how much you wanted to or thought you would spend and how much you
spent)? If so, do you have a sense of how those differences impacted business
operations last year?

What are the implications for the differences in Planned versus Actual revenue and
expenses for this coming year? Are there any long-term implications?

How does your knowledge of last year's finances impact how you will consider
adjusting planned amounts for this coming year? If your revenue came in lower
than planned, what figure must you aim to earn next year so that your business
can be profitable?

If overspending occurred, what happened? Could any overspending have been
avoided by planning or spacing out expenditures? What can you learn from this
reflection to apply to how you plan and execute your finances next year?

Are there any expenses that you would benefit from reducing for next year? Would
such reductions help you to stay within the limits of actual earned income?

Are there any other external changes that you know are coming that you need to
account for as you look at next year's planning? Examples could include purposeful
change in enrollment, loss or gain of external income due to changes in state
funding or other sources or change in schedule or programming that could bring in
more or less income.

Now, take a step back from the details and conclude this exercise by giving yourself a
concise, big-picture summary to look back on in years to come.
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Financially, this went well for my business last year:

Financially, this did not go well for my business last year:

As | engaged in this exercise, | was most surprised buy:

Financially, if my business ran exactly as | wanted it to, my numbers would be
different in this way:
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| want to take these steps to make my numbers more closely reflect where | want
my business to be:

Congratulations—you not only have performed a year-end review, but you have laid the
foundation for a short-term and mid-term strategy for your business. Before we take
tangible steps on those ideas, however, let's focus on the present and make sure we wrap
up the prior year properly.

Right Now
There are some easy steps you can take to ensure your child care business is on stable
footing as it starts its new fiscal year.
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If your devices were to stop working tomorrow, would you have other, up-to-date
copies of all your files? This is imperative. There are different ways that you can
back up your files.

Backing up your files onto a cloud storage drive is the most common and efficient
option. Cloud drives use the internet to store your documents on remote servers.
Cloud drives vary in security, pricing, and storage capabilities. The most used,
reliable, free cloud drives with the greatest amount of free storage include Google
Drive; Microsoft OneDrive; Apple iCloud; and Amazon Drive.

If you are less comfortable with technology, external hard drives are an alternative
to nontangible, web-based storage. External hard drives are handheld devices that
connect to your computer using a USB port. You can manually copy all your
business files from your PC to your external hard drive. We recommend storing the
external hard drive in a safe place, ideally in a fireproof safe. For your backup files to
remain up to date, you will need to continue to add copies of your files to the
external hard drive on a regular basis. This presents a disadvantage compared to
cloud storage drives, which you can set to automatically back up your documents.

When deciding between cloud storage drives and external hard drives, consider
how many documents you want to store. Cloud drives begin charging a monthly
fee when a certain amount of storage is reached. This monthly fee is usually only a
few dollars a month, but it can add up over the years to outprice the cost of an
external hard drive. If you are storing basic Word documents from the past several
years, you are most likely well within the limits of no-cost cloud-based storage
options. However, if you take hundreds of pictures each year and store them for
marketing purposes, you might want to pause and weigh the costs and benefits of
your document backup method. Note that if you are storing content for your
business that this qualifies as a business expense.
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As you back up your files, make sure you have all the documents you (or your tax
preparer) will need to file this year's taxes. Now is the time to identify them if you
have not already so that you are ready to file.

If you hire staff who file taxes as 1099 contractors, you will need to review the
services they provided throughout the year and how much you paid them so that
you can prepare the paperwork they need to file their taxes. Ensure you also verify
the individual's full legal name, current address, and taxpayer identification number
(TIND. The individual's TIN usually is their Social Security Number unless the
individual's tax residency status is Non-Resident or Resident Alien.

Are you wondering how to prepare for tax season? The linked guide walks you
through the important steps to get ready.

Businesses must fill out a Form 1099, usually a 1099-NEC, for independent
contractors for whom they paid more than S600 over the course of the calendar
year. If you paid an independent contractor less than $S600 within the calendar
year, you do not need to provide them with the Form 1099.

You must fill out two copies of Form 1099 for your 1099 contracted staff. The IRS
designates a 1099 Copy A and a 1099 Copy B. Copy A and Copy B require the same
information; Copy A is sent to the IRS and Copy B is sent to the contracted
employee.

If you operate your child care business out of your home, ensure you calculate
which percentage of your home is used for business so that you can claim your
maximum allowed deduction using your time-space percentage.

Moving Forward: Finances, Enrollment, & Staffing

Understanding the key factors that influence your program'’s financial health is essential.
You can build a strong financial foundation by making sure your rates are competitive
while supporting your bottom line, expenses are accurately tracked, enrollment is
balanced with demand, and you take advantage of every revenue stream. By monitoring
these areas closely, you can strengthen your planning and support the financial
sustainability of your business.
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https://www.irs.gov/individuals/international-taxpayers/determining-an-individuals-tax-residency-status#:%7E:text=If%20you%20are%20not%20a,January%201%20%E2%80%93%20December%2031).
https://www.dropbox.com/s/ivt1fm8m25e2e9o/Time%20Space%20Calc%20-%20WECA.xlsx?dl=0
https://www.dropbox.com/s/ivt1fm8m25e2e9o/Time%20Space%20Calc%20-%20WECA.xlsx?dl=0
https://www.dropbox.com/s/ivt1fm8m25e2e9o/Time%20Space%20Calc%20-%20WECA.xlsx?dl=0

Additionally, consider the recommended activities to mitigate the impact of other aspects
of your business, such as staffing and enrollment. As you engage in these activities, keep
in mind your reflections on your budget activities from this past year.

If you did not have a budget last year, or if you were not involved in your
business's budgeting process, your first step should be to create or learn about your
business's monthly budget. It is important to become aware of any inconsistencies or
changes in your revenue and expenses so that you can proactively adapt.

Next, you can develop a cash flow forecast to help you understand
and predict how much money your business will take in and spend on a monthly basis. A
cash flow exercise helps you to plan for potential, temporary shortages of cash on hand.

After you have built the base case of your cash flow forecast, you can continue with the
exercise by developing best-case and worst-case scenarios. Consider how you might
want to allocate excess revenue if the financial best case plays out over the next year.
Alternatively, you should also plan for how you will handle revenue declines and/or
expense increases should those occur.

As you draft your budget and cash flow projection for the new year, we
recommend building a safety net into your budget. You should build or maintain an
emergency fund for instances where cash flow is negative at a month's end. If you don't
have an emergency fund built yet, you could establish access to a business line of credit.

If you haven't yet been involved with the budgeting process for your
business, consider integrating yourself into your operation's financial planning. Early
childhood organizational experts Talan and Bloom' recommend that business
administrators become involved in revenue and expense reporting even if you hire a
bookkeeper or other financial professional to take care of the work. This not only builds
accountability into your business practices but also gives you the tools you need to
leverage your operation's financial performance to continue to connect finances to
business planning throughout the year.

If you don't have a copy of your business's budget, consider reaching out to your
bookkeeper and having a conversation about the budget. Keep a copy of your annual
budget on file. Even if your bookkeeper updates the books without your input and you do
not want to or don't have the time to be involved, request copies of monthly financial
statements moving forward.

With enrollment most likely comprising the bulk of your revenue, take
a hard look at your enrollment levels over the course of the last year. Consider where you

! Talan, T. N., & Bloom, P. J. (2011). Program Administration Scale: Measuring early childhood leadership and management
(2nd ed.). Teachers College Press.
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would like to see your enrollment levels next year so that you can generate the revenue
you want. If you would like to increase enrolliment, marketing and staffing will be key
components of your business strategy.

Enrolling more children directly connects with your ability to improve the long-term
sustainability of your business. The stronger your enrollment now, the greater likelihood
that you will be able to provide a higher quality of care to more children over time.

When you first consider boosting enrollment, you might feel overwhelmed. After all, you
might think that you cannot control how many families want to and are able to enroll their
children in your care... right?

Not exactly. There are tangible actions that you can take to market your business and
generate more interest in enrollment.

New families are
most likely to trust the opinions of other families and friends. Consider offering a small gift
or public kudos for families who successfully refer your business and families who enroll
because of a referral.

Families use the web
and social media as a key resource. Use these spots to emphasize what makes your
operation unique and why families should send their children to be in your care. Make sure
your business shows up in results for where community members might search for child
care centers, such as Google or Yelp. Leverage the power of apps like Nextdoor and
town/local Facebook groups to share that you have openings.

Networking with other child care providers can benefit the whole community,
including your clients and your operation. Knowing what other providers are doing makes
you aware of what marketing strategies seem to be working (and what doesn’'t seem to
be working) in your community. Also, understanding what other providers are offering
helps you understand what makes your offerings unique. Prospective clients will
appreciate it if you know your operation is not a good fit for a certain family, but you can
recommend another which is. In the same token, other providers you connect with can
refer families to you.

These are just a few of the many strategies to boost your enrollment.
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Staffing can present a major challenge for the child care business owners. Attracting and
retaining staff is a topic worth considering during this reflection and brainstorming exercise.

Do you have the staff to accommodate your target enrollment? Although staffing has
been difficult, you have access to techniques to attract high-quality applicants. If you
have concerns about retaining staff in the new year, you might want to consider adding
benefits to employment packages or offering temporary pay increases to bolster your
competitiveness in the local market.

Also, there are no-cost ways to make your business a more attractive place for people to
want to work. You can take steps to evaluate and improve your workplace culture.

In a 2014 Boston Consulting Group and The Network survey, 200,000 people from 186
countries were asked what factors made them most happy at work. The top-ranking
factors, in order, are receiving appreciation for a job well done; having good relationships
with colleagues; having a good work-life balance; and having good relationships with their
superiors. Salary ranks 8th on the list. The takeaway? As a business owner, you have the
power to create competitive job opportunities in your community. To harness that power,
you simply need to focus on developing and communicating your business's work culture.

Reducing stress for yourself and your employees can be incredibly beneficial for both
personal and professional well-being. If staff feel supported to value their time away from
work and to take the personal time they need, they will be more likely to deliver high-
quality work while on the job, to feel more committed to their work, and to regard their job
more highly.

Research shows that people’s stress levels decrease when their gratitude levels increase.
You can develop a culture in which you notice your staff for a job well done and encourage
your staff to congratulate and thank one another. This alone can boost your employees’
satisfaction with their time on the job. Share stories illustrating your staff's perseverance,
growth mindset, and motivation to continue to support and serve the community.

What lies ahead for the year is unknown, but you do not need to be uncertain when it
comes to your business planning. You have the tools at your fingertips to navigate
ambiguous circumstances and to come out of this uncertain time with exponentially more
business savvy than when you entered it.

Additional Information
For more information, visit the Child Care Collaborative of lowa website at
http://www.midsioux.org/ccci or email frnc@midsioux.org.
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https://www.bcg.com/publications/2014/people-organization-human-resources-decoding-global-talent
https://www.inc.com/marcel-schwantes/forget-patagonia-vest-5-things-employees-really-want-from-their-bosses.html
http://www.midsioux.org/ccci
mailto:fmc@midsioux.org
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