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CHILD CARE FACILITY DEVELOPMENT:
A Technical Assistance Guide
The Low Income Investment Fund’s (LIIF) Affordable Buildings for Children’s Development (ABCD) Initiative is a California-wide collaboration of existing organizations dedicated to building a comprehensive and sustainable financing and support system for child care facility development. 
©2008 Low Income Investment Fund.  ABCD Constructing Connections, a program of the Low Income Investment Fund with major funding from First 5 California.  All rights reserved.
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INTRODUCTION

The Low Income Investment Fund’s (LIIF) Affordable Buildings for Children’s Development (ABCD) Constructing Connections project developed the Child Care Facilities Development Technical Assistance Guide for child care intermediaries
 who provide resource and referral support to the child care community.  

This guide is designed to support intermediaries who receive requests on how to open a child care center.  These requests typically come from family child care operators or child care center professionals (teachers, directors, site supervisors) who have years of experience in the field, but little or no experience developing a center-based facility.  This guide is intended to help child care intermediaries provide facilities support to this segment of the child care sector and focuses mainly on facility development (new construction or renovation of an existing facility) not  business or operational development.
Starting a business requires a substantial investment of time, money and business development expertise.  Before starting a child care business a great deal of work must be done in the areas of self-evaluation, financial feasibility, forming a legal business structure, intensive market analysis, financial planning, documenting operations, management, personnel expectations, and more.  All the business planning information is then compiled in a professionally written business plan.  This guide is intended to support facilities development activities and assumes the operator has completed a thorough business planning process.
Developing a child care center is a complex and technically involved process.  While the process requires knowledge about Community Care Licensing, it also requires expertise in construction management, capital financing, land use regulations, design, and other areas not typically understood by the child care community.  This guide goes beyond referral to Community Care Licensing, to help the user work with child care center operators on a basic level by assessing their knowledge, readiness, and capacity to follow through with a facilities development project.  The guide also includes a list of resources and other pertinent information necessary for making referrals.  

USING THE GUIDE:
The guide is divided into three sections; each section building on the next.  The first section includes a checklist of must-have questions.  These questions follow the facility development phases and support the child care intermediary providing technical assistance to a start-up child care business. The second section offers detailed information about all the questions in the checklist.  The supplemental checklist section provides background information for operators and intermediaries and highlights the type of technical assistance intermediaries can offer potential operators.  The final section is a list of resources for referrals/references and useful tools for each topic listed in the checklist and supplemental information.
TECHNICAL ASSISTANCE CHECKLIST
The following checklist contains “Must Haves.”  If the recipient of technical assistance indicates “no” or acknowledges partial completion of any of the tasks, more work is needed in this area.  Use the supplemental information on the following pages for further explanation, guidance, or making referrals.

	BUSINESS PLAN

	1) Do you have a professionally written business plan that includes ALL of the following:

· Mission & Philosophy

· Market Analysis/Data
· Marketing Plan

· Management/Operations Plan
· Financial Plan
	(  Yes 
	(  No

	

	COMMUNITY CARE LICENSING

	2) Have you attended the center-based licensing orientation?
	(  Yes
	(  No

	3) Licensing requires qualified staff.  Do you know the licensing qualifications for staff?

      a) If yes, have you identified and/or hired these qualified staff?  
	· Yes
· Yes

	· No
· No

	SITE SELECTION
	
	

	4) Have you secured (purchased or leased) a site?

a) If “no,” have you identified a prospective site?
5) Does the site meet the minimum 35 square feet (50-75 is more appropriate) per child of usable space indoors and 75 square feet per child for outdoor space? 
	· Yes
· Yes

· Yes
	· No
· No

· No


	LOCAL  REGULATIONS

	6) Did the local Planning Department confirm that child care can be operated on the site purchased or leased?
	(  Yes
	(  No

	7) Is a land use permit required?

a) If yes, do you know what the process and costs are associated with a use permit?
	· Yes
· Yes
	· No
· No


	LOCAL  REGULATIONS (Continued)

	8) If a permit is required, are there other governmental departments associated with the approval process?
a) If yes, are there fees associated with the other governmental departments?

b) Do you know what the fees are?
	· Yes
· Yes

· Yes
	· No
· No

· No

	9) Will you need a business license?

a) If yes, do you know the process and fees for securing a business license?
	(  Yes
(  Yes
	· No
(  No

	10)  Licensing requires a fire clearance.  Do you know the process   and fees associated with the fire clearance?
	(  Yes
	(  No


	FACILITIES DEVELOPMENT

	11)  Have you assembled a development team (architect, construction  manager, general contractor, project manager, attorney, etc.)?
	(  Yes
	(  No

	12)  Do you have a detailed scope of work, plans and cost estimates for the renovation or new construction?
	(  Yes
	(  No

	13)  Do you have bids from different licensed, insured/bonded contractors?
	(  Yes
	(  No

	14)  Do you have a development budget that includes all the costs (consultants, fees, renovation/construction, etc.) associated with the project?
	(  Yes
	(  No

	

	FUNDING

	15)  What will the project cost?
	$_____________

	16)  Do you have all the funding necessary to pay for the facility development project?
	(  Yes
	(  No

	17) If your funding plan includes your own cash do you have enough?
	(  Yes
	(  No

	18)  If your funding plan includes fund raising, do you have a carefully laid out plan with a realistic timeline, sources, and strategies?
	(  Yes
	(  No

	19)  If your funding plan includes borrowing money, have you consulted with a lender?
	(  Yes
	(  No


SUPPLEMENTAL INFORMATION
BUSINESS PLAN
Background:
A business plan is a written document that serves as the “blueprint” for operating a child care business.  In general, it describes both the child care industry and the operator’s specific child care business.  It is a dynamic document that should be reviewed and updated regularly in order to ensure that the planned day-to-day operations are being implemented or changed as necessary. A business plan is mandatory for any operator seeking funding for a facilities development project.  A complete and well-written business plan will aid a financial institution in understanding the fiscal and operational aspect of the child care market, the development project, and the strength of the operator.  It will illustrate why the child care business and facility development activities for which the operator is requesting funding is a good investment.

The Business Plan:
There is no “standard formula” for writing a business plan.  The following are components that should be included:

· Mission and philosophy:  child care program vision, services offered and targeted population;

· Market Analysis/Data: empirical data demonstrating the demand for child care services offered including supply and demand statistics, socio-economic and demographic data, market trends of the families/children to be served and fee justification;   

· Marketing Plan:  strategies to employ for reaching the market during the start-up phase and on-going, including:
· Networking with other child care operators;

· Registering with the local child care resource and referral program;

· Advertising and networking activities;

· Setting up a referral arrangement with local businesses, educational institutions, etc.;
· Pricing strategies;

· Management/Operations Plan: a description of the management, operations and legal structure of the business including:

· A staffing plan with a description of the management, administrative and teaching staff, their job descriptions, salary ranges, hiring and retention plan;
· External consultants who will be used (e.g., lawyers, accountants, early childhood specialists, etc.);  and
· Legal structure of the business, insurance, tax and bookkeeping systems, and any specific regulations, licensing, or other governmental issues that may affect the business;   
· Financial Plan:  detailed financial and cost-related matters for at least five years including:
· The operation’s budget that is a numeric picture showing revenue (e.g., parent fees, subsidy contract, vouchers, food program, special grants) the business shall collect and the expenses (e.g., salaries, benefits, occupancy costs, insurance, utilities) it will pay out along with operating reserves (at least three months and maintenance/replacement for repairs to be made in the future);
· The project’s development budget that includes soft (architectural designs, permits, planning costs, etc.) and hard costs (construction or renovation costs paid to a contractor); and

· A fundraising plan for the facility development project.
Child Care Intermediary Technical Assistance and the Implication for Operators:
The operator’s business plan is the foundation upon which the success, viability and sustainability of the business and facility is built.  A good business plan shows the operator’s industry experience, explains the child care market and marketing strategies, feasibility, and accessibility of the facility. A well-designed and thoughtful budget proves the operator’s ability to repay the loan that serves to alleviate the bank’s concerns about lending to child care operators.

Child care resource and referral programs (R&R) and local child care planning councils (LPC) have an integral part in the success of the business plan as they:

· Collect child care data that is key to explaining the child care business, the market feasibility and marketing strategies;

· Know quality programming and program types to assist operators in understanding the differences among program types and philosophies;

· Know where the current child care supply is found and what that current supply offers;

· Collect socio-economic and population statistics critical for selecting the target market and understanding that market’s viability;

· Have a pulse on industry trends to assist the operator in both current marketing strategies which can set one operator’s business apart from others, and future trends, which explain what is happening in the community and the child care field that the operator should know about and plan for; and

· Collect financial data including fee rates and subsidized revenue sources essential in preparing operating budgets, setting appropriate fees and employee wages. 

Collecting the Data
R&Rs and LPCs collect data regarding supply and demand of child care in their local communities.  R&Rs throughout California collect specific standardized data they report to both the California Department of Education (CDE) and to the California Child Care Resource & Referral Network (Network). R&R child care data is current because child care operator information is updated on a quarterly basis. In addition, data is reported on a biennial basis in the Network’s “Child Care Portfolio.”  Finally, most R&Rs administer local Centralized Eligibility Lists (CEL) - listings of parents eligible for subsidized child care.  

LPCs also collect specific data for their communities.  LPCs are mandated to conduct a child care needs assessment for their county no less than once every five years. The needs assessment must consider the following:

· The needs of families eligible for subsidized child care services;

· The needs of families not eligible for subsidized child care services; and

· The waiting lists for programs funded by CDE and by the California Department of Social Services.

The data that LPCs collect give a good indication of population incomes and eligibility for subsidized programs.   

R&R Data:
The following is a list of the standardized data elements collected from parents and operators:

· Parent Information Collected:
· Parent requests for child care services in an area (down to zip code level);

· Parent requests for child care services by age group (infant/toddler, preschool, school age);

· Parent requests for hours of child care services (before school, after school, evening, overnight or weekend care); schedules of services (days of the week, summer care only, summer programs); full-time or part-time services;

· Where child care services are requested (near work, home or school);

· Parent’s reason for child care services (employment, looking for work, school or training, child development, sick care, other); and

· Language spoken by the parent; language requested that the child care operator/staff speak.

· Operator Information Collected: 
· Licensed capacity of infant/toddler, preschool and school age child care centers;

· Licensed capacity of family child care homes; 
· Number of child care centers and family child care homes in an area; 

· Ages of children served in the child care program;

· Average cost of child care services in an area by child’s age;

· Average cost of child care services in an area by facility type (child care center and family child care home);

· Hours per day child care services provided;

· Languages spoken by operator/staff;

· Special needs availability; 

· Accreditation;

· Participation in a child care nutrition program (e.g. United States Department of Agriculture Adult & Child Food Program); and

· Sources of subsidized operating funding (e.g. Head Start, General Child Care, State Preschool, voucher programs).

LPC Data:
For the child care needs assessment, LPCs are mandated to collect the following countywide statistics:

· Data on supply, demand, cost, and market rates for each category (by child’s age, subsidized program and facility type) of child care;

· Household information including total number of households, median household size, average family size, and median household income;

· Child care need for children determined by Child Protective Services (CPS) who are neglected, abused or exploited, or at risk for neglect, abuse or exploitation;

· Number of children in families receiving public assistance (food stamps, housing support, Medi-Cal, Healthy Families, and Temporary Assistance to Needy Families);

· Family income among families with preschool or school-age children;

· Number of children in migrant agricultural families who move from place to place for work or whose income is dependent upon agricultural employment;

· Number of children determined by a regional center to require special needs services;

· Special needs based on geographic considerations, including rural areas;

· Number of children needing child care services determined by the child’s age; and

· Number of children by primary language spoken.

CEL Data:
Data from the CEL includes the following:

· Number of children on the eligibility/waiting list for a particular area (down to zip code level).  It does not, however, give information about the number of children on the eligibility/waiting list for any specified center or program type;

· Parent income;

· Children’s ages; and

· Type of child care services needed.

The data collected by R&Rs and LPCs is critical information for child care operators developing a detailed market analysis and feasibility study for thorough business planning and accessing financing.  By having defendable, quality market data child care operators are able to determine the location for their business, the target population to serve, and all other details that go into the successful and sustainable operation of the business. In addition, R&Rs and LPCs have access to information regarding vacancy and utilization rates, market closures, and in some cases barriers to accessing and providing child care services.  Lastly, projecting a community’s growth and population changes (i.e., an area whose population is aging without a lot of new births may not need new infant/toddler care) assists the operator with planning for long term business sustainability.
For assistance with writing business plans, child care intermediaries should refer operators to their local Small Business Development Center (SBDC).  SBDCs receive support from the United States Small Business Administration (SBA).  SBDCs provide business planning, marketing, counseling, training, and information in all aspects of small business development and management.  Many SBDCs in California have developed child care specific trainings that include topics such as business plan writing, marketing, and organizational development.
For additional information and/or support, please refer operators to:  

Small Business Development Centers, Resource & Referral Program, Local Child Care Planning Council

COMMUNITY CARE LICENSING 
Background:
The Community Care Licensing Division (CCL) of the California Department of Social Services (CDSS) is the regulatory agency responsible for licensing child care centers and family child care homes in California.  Child care centers generally are referred to by CCL as programs located in a public or private buildings proving non-medical care and supervision for infant to school-age children in a group setting for periods of less than 24 hours per day.  Child care centers are regulated under the California Code of Regulations, Title 22.  

The Licensing Orientation:
Attending the licensing orientation is the first step towards securing a child care center facility license.  When planning to open a new (start up businesses and expansion) facility, the operator must attend two licensing orientations prior to filing an application.  In the orientations, the operator will review the policies for child care center operations that are subject to CCL regulation, and will learn how to complete the application. There is a non-refundable orientation fee, so attendees should become familiar with what CCL will require to acquire a license and be serious about completing the entire licensing process before registering for an orientation.  Operators may register for the orientation by contacting their regional licensing office. 

Child Care Intermediary Technical Assistance and the Implication for Operators:
New child care operators must attend two licensing orientations.  The information received at the licensing orientation is extremely helpful and necessary for operators to learn about the process of opening a center and completing the licensing application.  It is common and appropriate for start up child care operators to be referred to the licensing orientation to get the information and resources needed to decide whether or not to proceed.  It is also important to inform operators about the following issues regarding licensing so that they can make informed choices about their next steps:

· The licensing orientation is valid for only one year.  If a an operator does not submit an application within a year of attending the orientation, the operator will forfeit the orientation fee, must attend another licensing orientation and pay the fee again;

· A licensing application can only be submitted when the operator has a facility.  Because the license is applied to the operator of child care services at a specific facility site, even if an operator attends the orientation and completes the application, the application may not be submitted for approval without site control;  and

· The licensing application requires the name of the site director who meets all the educational requirements.  If the applicant is not the site director, he/she must employ a director who meets the requirements.  The application also requires a “personnel report” showing all planned employees, including the site director, and their days/hours of employment.  Furthermore, a “personnel record” may be required if the site director is not the applicant.  Therefore, if the center staff is not yet identified, an application may not be submitted.

For additional information and support, please refer operators to their regional 
Community Care Licensing office
SITE SELECTION
Background:
Any new child care business will be in the position of looking for a site to locate their facility.  Seeking and securing a child care center site is one of the most difficult and critical steps to starting a new child car business.  It involves:

· Researching the land use designation to see if the site is in an area zoned for child care use;

· Researching what permits and fees, if any, may be required;

· Evaluating the property size to see if it meets licensing requirements, the business plan goals and quality standards;

· Assessing the condition of the property; 

· Selecting the site;
· Choosing to purchase or lease the site;

· Acquiring the site; and 

· Developing the site (it is very common for an existing facility to need some kind of modification and repair before it is ready to be licensed and occupied for child care). 

When considering acquiring a site, it is important to assess any existing facilities’ condition including the structural condition of existing building(s), the child care center’s square footage needs, plumbing and utilities, bathroom facilities, heating and air conditioning, interior and exterior maintenance, code compliance issues (i.e., fire protection systems), and licensing compliance.

The operator need not make these assessments alone. Child care intermediaries will often assist the operator by visiting the site for input.  Moreover, a licensing analyst may also conduct a preliminary site visit.  Operators already working with an architect and/or project or construction manager will have that technical expertise to draw from, as well.

There are three basic types of development that occur:

· Facility Rehabilitation - “renovating, fixing up or remodeling” either an existing child care center or converted space (e.g., remodeling a bathroom, replacing a roof, repainting, etc.);

· Build-Out Shell or Tenant Improvement - designing and implementing that design in an empty facility.  This includes connecting and in some cases installing utility systems, erecting walls, putting in floors, painting, plumbing fixtures, etc.  This activity is common when co-locating child care with other services like housing, commercial, health facilities, and educational facilities; and

· Construction - building a new facility from the ground up, substantially expanding the square footage of a current facility, and installing a modular (prefabricated building most commonly used at a public school site).

Operators interested in purchasing an already existing child care center business will need to do the same due diligence as new, prospective operators regarding land use designations, current and future business planning, and renovation or construction costs.  In addition, they will need to assess current budget information including revenue sources, operating expenses, tuition, fees and parent contracts.  Finally, they will need to evaluate the business’s sustainability including the length of time the current owner has been in business, reasons for selling, any licensing issues, staffing issues, waiting lists, enrollment history, and community relations, etc.  
Child Care Intermediary Technical Assistance and the Implication for Operators:
One of the greatest barriers to developing a child care facility is finding a suitable location that will meet licensing requirements, zoning regulations, building standards, etc.  In addition to the regulatory issues, the site must also satisfy the operator’s location needs, target population, and program goals as described in the business plan.  

Operators should be cautioned about purchasing or leasing a site without first doing the research needed to ensure the site meets all the necessary requirements.  Numerous stories abound about operators who purchased or leased properties only to find that the area was not properly zoned or that the rehabilitation of the property was so extensive that the project costs were too costly to move forward.
If an operator is purchasing an existing child care center, he/she should also be reminded to complete the due diligence necessary regarding the true value of the business, reasons the current operator is selling, etc., prior to purchasing the center.  

Finally, operators should also be informed that the proper professionals should be engaged early on to protect any early and future investments made by the operator in the business and facility.  Operators should hire legal counsel to assist with any lease or contract negotiations, hiring of other professionals and negotiating the regulatory or other local government issues.  They should also work with a real estate agent to assist with finding and negotiating the sale or lease of property.  

For additional information and support, please refer operators to: 

 Local City/County Planning Department, Community Care Licensing, Local Realtors’ Association, Resource & Referral Program, Child Care Planning Council

LOCAL REGULATIONS

Background:
Each city and county in California must have a general plan.  The general plan is the “roadmap” of how a city or county identifies its land use and prioritizes policies for development of that land.  For example, a city that prioritizes open space may set aside more land for parks than to develop shopping malls.   
Once a general plan is approved, cities and counties adopt regulations/ordinances that guide the implementation of activities that support the use of land as outlined in the general plan.  These regulations may restrict the type of development in a specific area (e.g., cities will zone specific areas for residential use only; other areas for commercial use only); it may restrict density (i.e., how many units of housing can be built on a an acre); and it may restrict other standards (e.g., parking requirements, noise level requirements, how close buildings can be to each other, etc.).  

The cities and counties also establish their regulatory departments (e.g., the planning department or building and safety department) to administer and enforce the regulations that they set forth.  For instance, each city and county has a planning department that oversees the general plan, new development projects and what kinds of permits may be needed to develop on land. Permits, such as conditional use permits (CUP) or special use permits (SUP) allow the jurisdiction to consider special uses that the community may want or need even though the uses are not typically allowed to occur in that zone.  For example, a commercial “strip mall” whose intentional use is for retail business, may include child care in one of its spaces if a CUP is granted. 

Other possible regulatory departments that the operator will need to engage include transportation departments that oversee and work to mitigate the impacts of traffic in a new or modified development, building and safety departments that enforce building codes ensuring specific aspects of buildings are safely constructed and maintained, and fire marshals/inspectors that issue a fire clearance – a requirement of licensing.  In addition, operators must research whether or not a business license to operate in that jurisdiction is required.  
Child Care Intermediary Technical Assistance and the Implication for Operators:
The child care intermediary should remind the operator to research local regulatory matters related to child care center development.  Child care intermediaries often hear from operators who would like to transform their own family child care homes into a child care center.   However, just because a home is currently used for family child care, does not guarantee that it is allowed by local land use regulations to be used as a child care center, even if the operator intends to rehabilitate the building to meet all licensing requirements.  

The child care intermediary should refer the operator to the appropriate city/county planning department to determine:

· Whether or not the property where the operator is planning to have a child care center is aptly zoned;

· If child care is an allowable use for the property, what steps must the operator take to allow a child care center to operate on the property (e.g., is a child care center entitled by right, through an administrative review, a conditional or special use permit, etc.);

· What is the entitlement process (e.g., submitting application, application review, public hearing, etc.); 

· What are the fees associated with the entitlement process; and

· What kind of timeline can the operator expect?
The child care intermediary should also remind the operator to ask the planning department about what other regulatory departments are involved with the facility development process to ascertain:

· Which departments they will need to work with?
· What is each department’s process?
· What fees do these departments charge? 
· What kind of timelines can the operator expect in dealing with these other departments? 

By researching in advance both zoning and other regulatory departmental requirements, operators can more accurately assess the scope, timeline, and all fees associated with their project.

For additional information and/or support, please refer operators to:  

Local Planning Department, Other Regulatory Departments (building, transportation, fire)
FACILITIES DEVELOPMENT

Background:
Renovating or constructing a child care center facility is daunting.  Moreover, it is not an undertaking that the operator should ever face alone.  Depending on the scope of the project, the operator must enlist the support of experts in the field of design, construction, law, and capital finance/fund development.  These experts will make up the project’s development team. The right experts will ensure the project is planned, executed and funded appropriately.
When assembling a development team, the operator will need to:

· Honestly assess his/her skill sets and time commitment to determine how best to support the development team;

· Assess the scope of the project (minor or major repairs, renovation, expansion, new construction) so he/she can hire the right architect, project and/or construction manager;

· Determine the cost of the project and the type of funding (operator’s cash, capital campaign donations, capital grants, loans) that will needed so he/she can hire the right financial expert; and
· Determine if the property will be leased or owned so he/she can hire the right legal consultant.
After making the above assessments, the operator will want to assemble a core development team with specific experience in child care facilities development.  The development team should include:

· An architect to assess spatial needs, building function, program and administrative features, land use issues, budget development, bidding, design and construction oversight;

· A project and/or construction manager to oversee the day-to-day management of the project (e.g., team communication, budgeting, document preparation and review, etc.); 
· A general contractor to implement the development work and complete the project on time and on budget; and
· An attorney to advise on the property acquisition (or lease) and all other transactions related to the project (e.g., real estate, financing, land use, insurance, etc.). 

Child Care Intermediary Technical Assistance and the Implication for Operators:
The design and construction of a child care center is an important factor in creating high quality early childhood experiences.  Moreover, construction/renovation is the most costly phase of facility development with the potential for the most serious challenges and problems.  Too often, child care intermediaries hear of examples of flawed design or construction (e.g., windows in infant/toddler rooms placed at adult eye level, sinks that are not the correct height, or bathrooms not built to licensing standards needing to be redone).  By investing in, assembling and using the expertise of a development team with child care facility development experience, many of these problems and challenges can be mitigated.  

Child care intermediaries can:

· Help the operator assess and determine their skills and where specific technical expertise is required;

· Make referrals to experienced architects;

· Assist with a Request for Qualifications (RFQ) to solicit consultants such as architects, project/construction managers, financial and legal experts; 
· Review and provide feedback to the design plans to ensure that the design meets the operator’s programmatic, educational and high quality standards; and 
· Conduct a site visit to assess the site’s suitability and functionality.

For additional information and/or support, please refer operators to:  

Low Income Investment Fund, Building Child Care, Local Architects’ Association, Local Builders’ Association, Local Bar Association, Local Realtors’ Association
FUNDING
Background:
Financing the development of a child care center involves generally two types of entities – one with the money and one who needs the money.  Traditionally, child care operators have been averse to borrowing money to make renovations or develop a child care center. Operators may not have the business acumen or skills to engage in the process.  Operators may have personal credit issues or they may not have collateral or other financial assets to invest in the project.  Operators may be concerned about the debt they already have (e.g., home mortgage, lines of credit) and do not want to take on more debt.

At the same time, many financial institutions (banks) have limited experience lending to child care operators.  When asked, banks often say that operators who come in for loans are really asking for grants, or expect banks to give them money because child care is a needed community service. Banks say that operators come in unprepared with no business plan or little industry experience. Moreover, child care businesses have modest profit margins that banks interpret as “unprofitable and risky” for loan repayment.  Finally, many banks have not been educated about the child care market and its revenue sources.  Banks incorrectly assume that child care, like other businesses, follow typical market supply and demand rules – if the market needs it, then it will be supplied at a price that the market can bear.  However, in reality quality child care services offered to low to moderate income families must be subsidized in order to be sustained, and subsidies do not keep pace with demand nor cover the full cost of quality services.
Child Care Intermediary Technical Assistance and the Implication for Operators:
The cost of building or renovating a child care center is expensive, but doable.  Industry experts estimate that statewide average costs run about $200,000 per acre for vacant land, plus $300 a square foot for new construction or $200 a square foot for renovation, and $2.00 a square foot to lease commercial space.  Another way of estimating is that it costs approximately $20,000 per child to build new or to renovate (depending upon the condition of the building) an existing building.  These are hard costs and don’t include the soft costs associated with land use regulatory processes, costs associated with securing property and financing, and the costs related to hiring the experts that make up the development team. 

Operators need to know that there is “no free money.”  To finance a development project, child care intermediaries can refer operators to three possible sources: 
· Foundations - non-governmental, non-profit grant making organizations.  Child care intermediaries will often receive calls from potential operators asking about grants to subsidize their projects. Child care  intermediaries should discuss with operators that there are very few, if any, development capital grants, and grants are also dependent upon legal/tax (non-profit vs. for profit);  

· Public capital - local public funding such as community development block grants, redevelopment funding, Board of Supervisors or City Council discretionary funds, the local First 5 Commission, or state funding through the CDE Child Care Facilities Revolving Fund (for CDE child care and development contractors only).  Each of these is funded through taxpayer dollars and usually requires that the operator submit an application and proposal.  Local public funding for child care facilities is dependent upon the development priorities set by the local jurisdiction; and
· Private investment - local banks and other financial institutions using conventional methods to lend money.  To secure financing, the operator will need to have:

· Equity from the operator.  For acquiring or purchasing a site, banks will most likely require a 30% down payment.  For construction costs to expand or renovate an existing center or build a new one, banks will generally require a 15% down payment.  This can come from equity in the child care center’s property if owned, savings, reserves, investments, or gifts; and

· Documentation that includes:

· A business plan

· Audited financial statements (multiple years);

· Audited tax returns (multiple years);

· Operation and development budgets;

· Property information (e.g., zoning, appraisal, legal description, environmental report, etc.);

· Construction information (e.g. project description, timelines, development team, drawings, scope of work, bids);

· Center information (e.g., committed revenue sources, enrollment details); and

· Business information (e.g., references, legal structure, etc.). 

For additional information and support, please refer operators to:

  Low Income Investment Fund (LIIF), SBDCs, Private Foundations, Local Financial Institutions, Local CDBG Administrator, Local Redevelopment Agency, Local First 5 Commission, California Department of Education
RESOURCES & TOOLS
BUSINESS PLAN RESOURCES:
Small Business Development Centers
http://www.sba.gov
Local and regional offices provide individual consultation, training, educational seminars, resources and other services on business development. Many of these services are available to for profit businesses free of charge.   
SCORE
http://www.score.org 
The Service Corps of Retired Executives (SCORE) is a nonprofit association that provides resources, online or one on one mentoring, for small businesses seeking to expand or develop a new enterprise. Given that counseling is being provided by retired business professionals on a voluntary basis, most services are free. 

BUSINESS PLANNING TOOLS:

The Child Care Business Plan Workbook 
http://www.gvsu.edu 

This workbook was designed to assist operators in gathering information and developing their business plan. 

Outline for Child Care Center Business Plan

http://www.firstchildrensfinance.org 
This outline can assist operators with developing a business plan for their child care center.   

Planning a New Business Venture

http://www.practitionerresources.org
This step-by-step guide developed by the Enterprise Foundation helps a business owner prepare an effective business plan.

Generic Child Care Facility Development Pro Forma

http://www.liifund.org 

This spreadsheet contains a sample development pro forma, including an operating and development budget for a child care facility.
DATA RESOURCES: 

U.S. Census Bureau
www.census.gov
The 2000 census data has neighborhood demographic information which can assist operators with developing their market analysis.

American Community Survey (ACS)

www.census.gov/acs/www
An annual survey is sent to a small percentage of the population on a rotating basis to see how communities change and to fill in the gaps between each 10-year census.

ZIPskinny http://www.zipskinny.com/ 
This website contains US census data by zip code and compares it with neighboring zip codes. 

California Department of Finance

www.dof.ca.gov/Research/Research.php
A source of selected economic, social, and demographic data for state planning and budgeting.

California Child Care Resource and Referral Agencies 

(800) 543-7793 http://www.rrnetwork.org/resources-and-links/counties.html 

This provides a list of all the R&Rs in the state of California. 

California Child Care Resource and Referral Network 

(415) 882-0234 
http://www.rrnetwork.org/our-research/child-care-portfolio.html 
The mission of the “Network” is to provide all families in California access to information that enables them to make the best child care choices from an array of high quality, affordable options.  The Network also regularly produces a comprehensive report on the supply and demand of child care in California. 
California Child Care Coordinators

http://california-childcare-coordinators.org/members/index.html 
This link provides contact information for all of the Child Care Coordinators (Local Planning Councils – LPCs) in each county.  The LPCs are responsible for regularly producing a local child care needs assessment.   

DATA TOOLS:
2007 California Child Care Portfolio

www.rrnetwork.org/our-research/child-care-portfolio.html
This document, produced by the Network, contains child care supply, demand, cost issues, demographic and labor force trends. Data is available for the entire state and each county.   The Portfolio is published every two years.
Understanding Child Care Supply and Demand in the Community

http://www.practitionerresources.org 

This 58-page workbook developed by the Enterprise Foundation helps community-based organizations determine the need for child care. 

California Early Care and Education Workforce Study

www.iir.berkeley.edu
This study identified the number of family child care and center-based staff working in licensed child care positions; the educational qualifications of this workforce by age, languages spoken, and ethnic background; and wages and length of time of those working in licensed facilities. 

COMMUNITY CARE LICENSING RESOURCES:
Community Care Licensing Division 

http://ccld.ca.gov
This link provides an overview of the licensing process and contains links to various resources that can assist an operator through the licensing process. It also contains a list of when the licensing orientations are happening in each of the regional licensing offices.
SITE SELECTIONS TOOLS: 

Finding a Child Care Center Site

http://www.liifund.org 

Information on how to find a real estate professional to assist in locating an appropriate child care space that meets child care facilities requirements and tips on how to work with real estate professionals.

Preparing Facilities for Child Care: A Guide for Assessment, Modification and Cost Estimating
http://www.liifund.org 
This is a comprehensive guide to preparing existing facilities to house child care/preschool programs.  The guide addresses facilities for infants/toddler programs as well as preschool programs and includes four facility prototypes: public school classroom, modular building, commercial building, and family child care. 

What to Consider Before Purchasing a Child Care Center 

http://www.liifund.org
This document provides a potential buyer with a list of considerations to keep in mind before purchasing an existing child care center business, facility and land.
Child Care Facility Site Selection
http://www.buildingchildcare.org 

This guide provides the steps necessary to secure a child care facility.
LOCAL REGULATORY RESOURCES:
Directory of Planning Agencies
http://www.ceres.ca.gov
This link provides contact information for all of California’s city and county planning departments.  

LOCAL REGULATORY TOOLS:

Child Care Center Conditional Use Permit (CUP) Process

http://www.liifund.org 
This is a flow chart that explains the step-by-step processes for obtaining a child care center conditional use permit.

FACILITIES DEVELOPMENT RESOURCES
Low Income Investment Fund

http://www.liifund.org
The Low Income Investment Fund under its “Expert Pool” resources offers a list of consultants who specialize in child care facilities development in the areas of land use and environmental planning, facility design and development, and fiscal and business management.

Building Child Care (BCC) 
http://www.buildingchildcare.org 

This project provides a centralized clearinghouse of tools and referrals for child care facilities development and financing.

FACILITIES DEVELOPMENT TOOLS

Developing a Child Care Center

http://www.practitionerresources.org 
This manual provides an overview of the child care facility development process.

The Child Care Design and Development Manual


(Fall 2008)

http://www.liifund.org 

This manual is designed for child care operators, developers, architects, and contractors to promote a level of communication and understanding between all team members from the beginning phase of the project through construction.  

Referral List of Architects with Child Care Facilities Development Experience in California

http://www.buildingchildcare.org
Developing Early Childhood Facilities 

http://www.lisc.org
 This resource guide provides information about early feasibility and planning, building a development team, identifying and securing a site, raising money and construction. 
Designing Early Childhood Facilities

http://www.lisc.org
This resource guide provides information about designing a quality physical environment including general design principles, site requirements, design resource materials, and design ideas.

FUNDING RESOURCES
Low Income Investment Fund (LIIF)
 http://www.liifund.org
LIIF provides loans, grants and other assistance programs for the creation, expansion, improvement and preservation of child care facilities throughout California.
FUNDING TOOLS

Public Financing Capital Resources

http://www.liifund.org/
This document provides a list, explanation of eligibility, and other information regarding public sources of capital available for child care facilities development.
Financial Readiness Assessment (Red and Green Flags)

http://www.buildingchildcare.org 
This document identifies criteria for determining "Red and Green Flags" that should respectively discourage or encourage an organization in pursuing a facility development project.
Matrix of Financial Resources for Child Care Facility Development in California

http://www.buildingchildcare.org 

This matrix is designed to help operators identify and access financial assistance to build, purchase, expand and/or renovate child care centers in California.
Potential Grant Resources for Child Care Facilities Development in California

http://www.buildingchildcare.org 

This list is comprised of foundations and government agencies that have a history or an interest in funding child care programs, capital campaigns, and/or building and facilities development projects.
Preparing Child Care Borrowers for Underwriting
http://www.buildingchildcare.org  

LIIF designed this checklist to help individuals and organizations seeking child care capital financing understand the type of documentation lenders need to determine the viability of a potential borrower.
Understanding Loans
http://www.buildingchildcare.org 
This document provides explanations of the advantages to using loans for family child care facilities development projects; information about a lender's perspective when considering an application; and an answer to the question: "what's the best way to apply for a loan?"
What does a Lender look for? The 5 C’s of Lending
http://www.buildingchildcare.org
Provides an overview of the main criteria on which loan applications are judged for facilities development projects. 
� Child care intermediary throughout this guide refers to local child care planning councils, child care resource and referral programs, local First 5 Commissions, and other agencies that provide support to the child care sector.


� To access the Low Income Investment Fund’s (LIIF) tools,  go to � HYPERLINK "http://www.liifund.org" ��www.liifund.org�.  Under programs, click on “Child Care.”  On the Child Care page, click on “Products & Services.”  Within the first paragraph of  text in “How-to” Resources, click on “Library of Tools.”  This will take you to all of LIIF’s facility development and financing tools. 
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