
AFH Administrator Training
Module 3: Becoming a Small Business 

Adult Family Home Administrator Manual, Version 5.2



Agenda

• Business Planning

• Up Front Costs

• Finances

• Legal Requirements

• Charging and Billing

• Disclosure of Charges
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Learning Objective

At the end of this module, you will be able to…

• Discuss the key points of developing a business plan 

• Describe the importance of financial feasibility

• Explain the value of keeping neat and accurate records

• Identify pricing strategies

• Determine the amount of liability insurance you need
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What Do You Know?

True or False

1. A vision statement describes how you want people to feel when 
they interact with your company.

2. You will need money to start your business.

3. You don’t need to separate your personal accounts from your 
business accounts.
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Business Planning

• Your roadmap to success

• What are you doing?

• How will you get there?

• How much money do you need? 

expect to make?

• Living document
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https://www.youtube.com/watch?v=wxyGeUkPYFM


Mission and Vision 
Statements

• Mission = the “What”, “How”, and “Why”

• The purpose of your business and how 
you serve your customers

• Vision = the “Why”

• How you want people to feel when they 
interact with your business 
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Know Your Competition

• Direct Competitors

• Indirect Competitors

• Competitor Analysis Grid
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Start Up Costs

The amount of money you need 
to get ready to admit your first 
resident

On Your Own – Prepare Your 
Start Up Costs – Page 11
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Liability Insurance

• Research costs and plan for this expense

• You must purchase both commercial and 
professional liability insurance before you admit 
your 1st resident OR within 10 working days of 
becoming licensed – whichever comes first.

• Your insurance company may have additional 
requirements; find out what they are now
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Overhead Costs
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• Expenses you must pay to keep your 
doors open

• Usually figured monthly

• Estimate high

• Unanticipated expenses

Identify your overhead costs – page 13
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Variable Costs

• Cost of “Goods” or “Services” Sold (COGS/COSS)

• Cost varies

• When planning a menu; determine the cost per resident

 How to Calculate Food Costs Per Student – Pages 14-15
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The 4 Cornerstones of Fiscal Management

• Getting a handle on personal finances

• Separating personal finances from business finances

• Using financial projections

• Managing cash
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Fiscal Management

• Financial Goals

• Separate your personal finances from your business finances

• Record keeping

• Filing System

• Receipts

• Know your costs
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Personal Net Worth 
Statement 
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On Your Own - Start Your Own Personal 
Net Worth Statement 
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Financial Statements 

• Cash Flow Statement

• Know your household income and expenses

• Balance your budget
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Assignment # 5 – 12-Month 
Cash Flow 

Based upon your financial goals and 
your current income and expenses, 
create a realistic budget for next 
month (pages 8-9)
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Assignment #5 Tables
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Calculate the Break Even Point For Your Home 
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  On Your Own - Calculate the Break Even Point for Your Business 

1. Use your projected costs from your cost projections worksheet
Annual expenses/Annual gross profit per adult = Number of adults to reach 
breakeven 

2. Now calculate how many adults you will need to care for to cover your costs 
and the owner’s draw
Annual expenses = owner’s draw/Annual revenue per adult=Number of 
adults to cover expenses and owner’s draw
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Tax Time 

• Set aside a percentage of your 
net income 

• Keep personal and business  
finances separate

• Keep accurate/up-to-date 

records

• Keep all receipts
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Self-Audits • Keep a regular weekly schedule

• Catch issues before they happen or grow
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Pricing Strategies 

• How much should you 
charge?

• Do your research

• What can you offer?

• Levels of Care

• Advantage - 
Disadvantage
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Goal Strategy 

Ensure adequate cash flow 

 

 

Increase the number of adults in care 

 

 

Meet or beat the competitor’s prices 

 

 

Maintain or create a certain image 

 

 

Improve customer relations 

 

 

 



Billing and Invoicing 
Private Pay Residents 

• A crucial part of your business

• Be clear and accurate

• Keep it simple

• Should not be a surprise
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Disclosure of Charges Form

• WAC requirement

• In addition to requirements in WAC 
388-76-10540 

• Given to residents at admission

• NOT part of your application packet

• RCS will review during inspections
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https://apps.leg.wa.gov/wac/default.aspx?cite=388-76-10540


Summary Review

During this Module We Learned…

• The key points of developing a business plan 

• The importance of financial feasibility

• The value of keeping neat and accurate records

• Different pricing strategies

• The amount of liability insurance you need and to discover if there 
are other requirements

• Other?
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Test Your Knowledge

True or False

1. A mission statement provides the “what,” the 

“who,” and the “how,” of your company.

2. Startup costs are how much money you need 

to “open your doors”.

3. The Disclosure of Services Form is an optional 

form to help resident understand your 

services.
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Get Ready For 
Your Next Class 

• Read assigned 
modules

• ASSIGNMNET #5: 
Do a 12-month 
projection and cash 
flow statement for 
your business 

• Review for Quiz #1 
(Modules 1-3)
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