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Citations within this Training

For clarity, the citations for this Preprint training are identified in the same way citations are identified in the FY 2022-
2024 Preprint. Examples of the format used for these citations are included in the first column in the table below.

The authors acknowledge that when citing Legal Documents, the convention illustrated in the second column 
should be followed. However, to align with the FY 2022-2024, Preprint the simpler citation is being used.

Statute 42 U.S.C. § 9858 (c)(4)(B)(i) (2015).

Citation format for the Preprint and Preprint Training...

Rule Child Care and Development Fund, 
45 C.F.R. § 98.45 (c) (2016).

Child Care and Development Fund 
(CCDF) Program, 81 Fed. Reg. 67,438, 

Preamble 67,493 (Sept. 30, 2016) (codified at 45 
C.F.R. pt. 98).

Statute 658E(c)(4)(B)(i)

Rule 98.45 (c)

Preamble 81 FR, p. 67493

Guidelines for Citing Legal Documents...

1. Citing the Child Care and Development Block Grant Act: 
• The Child Care and Development Block Grant (CCDBG) Act of 2014 was 

originally published as Public Law 113-186. When the Act was first passed, 

Office of Child Care (OCC) documents cited the Public Law. OCC’s link to 

CCDBG follows: 

https://www.acf.hhs.gov/sites/default/files/documents/occ/ccdbgact.pdf .

• However, the Act was codified in the U.S. Code (U.S.C.) in 2015. The U.S.C. 

is considered the definitive legal source. 

• The law is published in 42 U.S.C. §§ 9857–9858 (title 42, sections 9857–

9858). Almost all the content is in section 9858, which is broken into 9858a 

through 9858r. Within each subsection, elements of the law are further 

labeled with numbers and letters. A link to the Act in the U.S.C. (title 42, 

sections 9857–9858) follows: 

https://www.govinfo.gov/content/pkg/USCODE-2015-

title42/html/USCODE-2015-title42-chap105-subchapII-B.htm.

2. Citing Child Care and Development Fund Regulations:
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• The language in 45 C.F.R. 98 was updated through the publication of a final 

rule in September 2016. OCC link to the CCDF Final Regulations: 

https://www.acf.hhs.gov/occ/law-regulation/The language in 45 C.F.R. 98 

was updated through the publication of a final rule in September 2016. 

OCC’s link to the Child Care and Development Fund (CCDF) final regulations 

follows: https://www.acf.hhs.gov/occ/law-regulation/ccdf-final-regulations.

• Although changes in the final rule were originally published in the Federal 

Register, the regulatory language in the rule was codified in the Code of 

Federal Regulations (C.F.R.) shortly thereafter. The C.F.R. is the definitive 

source for the regulatory language that governs CCDF. This language is 

published in 45 C.F.R. 98 (title 45, part 98) and 45 C.F.R. 99 (title 45, part 99). 

Thus, references to the regulatory language—even new language that was 

introduced in the final rule—should cite the C.F.R. A link to the regulations 

in the C.F.R. follows: https://www.ecfr.gov/cgi-bin/text-

idx?SID=4f7ade0a312b92f614ef180b7bbbec06&mc=true&node=pt45.1.98&

rgn=div5.

3. Citing the Child Care and Development Fund Preamble:
• OCC’s link to the Federal Register document containing the CCDF Preamble 

follows: https://www.govinfo.gov/content/pkg/FR-2016-09-30/pdf/2016-

22986.pdf.

• The regulatory language is the formal policy language, and the preamble is 

the explanation behind it. The preamble includes recommendations and 

benchmarks, responses to comments submitted during the public comment 

period, and research and reasoning behind the regulations. The preamble is 

not published in the C.F.R.; therefore, references to material found only in 

the preamble should cite the Federal Register. A link to the Federal Register 

follows: https://www.govinfo.gov/content/pkg/FR-2016-09-30/pdf/2016-

22986.pdf.
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“CCDF Regulations provide that State, Territorial and Tribal Lead 

Agencies

(1) Maximize parental choice of safe, healthy and nurturing child 

care settings through the use of certificates and through grants 

and contracts…

(2) Include in their programs a broad range of child care providers, 

including center-based care family child care, in home care, care 

provided by relatives and sectarian child care providers;” 

(98.1(b))
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CCDF Core 
Purpose in 
Section 4:

Equal Access 
for Families

In the Act, “Congress reaffirmed the core principle that 

families receiving CCDF-funded child care should have 

equal access to child care that is comparable to that of 

non-CCDF families.” (81 FR, 67440)

1. Highlight: Section 4 addresses strategies that the Lead Agency uses to promote 
parental choice, include a broad range of providers in their program, and ensure 
equal access. In fact, throughout the CCDF final rule, equal access and parental 
choice are often mentioned together.

2. Training Emphasis: Lead Agencies must ensure that families receiving CCDF 

funding can choose from the full range of eligible child care settings and must 

provide families with equal access to child care that is comparable to that of 

families who do not receive CCDF subsidies.

3. Preamble Insight: “Payment rates for the provision of child care services, in 

accordance with §98.45, are sufficient to ensure equal access for eligible children 

to comparable child care services in the State or sub-State area that are provided 

to children whose parents are not eligible to receive assistance under this program 

or under any other Federal or State child care assistance programs; (98.15 (b)(11)) 

(81 FR, 67576)
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Section 4 Key Questions

How can we increase the supply of quality child care 
that families may choose from?

How do we establish adequate payment rates, 

considering both the cost of health and safety care, 

as well as the cost of quality care?

How can we ensure a family’s choices are not 
limited by their co-payments or additional amounts 
charged by providers?

What are the key questions Lead 
Agencies address in Section 4?

How can we maximize parental choice when 
families are choosing child care? 

How can we accurately assess market rates 
and analyze the cost of care?

How can we align CCDF payment practices with 
generally accepted payment practices and support the 
fixed costs of providing child care?

1. Highlight: This section on equal access focuses on assessing market rates, 
analyzing the cost of care, establishing adequate payment rates, establishing 
generally accepted payment practices, and supporting fixed costs and affordable 
family co-payments. But it is important to point out that ensuring equal access to 
quality care is not just about subsidy policies but is also related to the following:

• Increasing access to information about quality care
• Ensuring the health and safety of children in child care

• Supporting the early childhood workforce

• Making it easier for providers to improve the quality of their programs
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Why Are these Key Questions Important?

“The manner in which providers are paid is important to the stability of the 

child care industry. Provider instability has a domino effect that can lead to 

parent employment instability, an outcome that undercuts the Act’s core 

principle of ensuring that CCDF children have equal access to child care that 

is comparable to non-CCDF families.” (81 FR, p. 67565)

“CCDF is serving a large number of vulnerable children who would benefit from access to high quality care and 

for whom payment rates even higher than the 75th percentile may be necessary to afford access to such care. 

Low rates simply do not provide sufficient resources to cover costs associated with the provision of high-quality 

care or to attract and retain qualified caregivers, teachers, and directors. Low rates may also impact the 

willingness of child care providers to serve CCDF children thereby restricting access.” (81 FR, p. 67512)

1. Highlight: Creating a child care system in which children receiving CCDF do not 
have access to the full range of child care providers is a concern not only in Section 
4 but also in Section 5 when discussing the requirements for protecting children’s 
health and safety. This is noted in the next bullet.

2. Preamble Insight: “Second, limiting those child care providers who are subject to 
background checks has the potential to severely restrict parental choice and equal 
access for CCDF children, two fundamental tenets of CCDF. If not all child care 
providers are subject to comprehensive background checks, providers could opt to 
not serve CCDF children, thereby restricting access. Creating a bifurcated system in 
which CCDF children have access to only a portion of child care providers who 
meet applicable standards would be incongruous with the purposes of the Act and 
would not serve to advance the important goal of serving more low-income 
children in high-quality care.” (81 FR, p. 67493)
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Ensure Equal Access to Child Care for Low-Income Families

34%
Would not be 

willing to provi

care for childre

supported by 

CCDF.

39%

Would be willing to

provide care for 

children supported

by CCDF

27%
Expressed a 

lack of 

familiarity with 

the CCDF 

program.

 

 

de 

n 

Source: States’ Payment Rates Under the CCDF Program Could Limit Access to Child Care Providers 

OEI-03-15-00170.  Retrieved from:  http://oig.hhs.gov/oei/reports/oei-o3-15-00170.asp

In a nationwide survey of child care providers completed by the HHS Office of the Inspector General, 

42.4% indicated they did not serve CCDF families and of those providers:

1. Training Emphasis: There is no requirement for providers to participate in CCDF. 

However, if providers are not participating in CCDF because they are not familiar 

with the program or they are not provided an opportunity to participate, then Lead 

Agencies may need to work on increasing CCDF family access. In addition, the Lead 

Agency cannot eliminate any of the three provider categories as an option for 

families. 

2. Discussion Questions: How do these survey results inform where you think we are 

in achieving equal access? Do you think we have a bifurcated child care system? Do 

you collect similar information to inform your CCDF Plan?
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Section 4 Refinements

Ensure Equal Access to Child Care For Low-

Income Children

4.1 Parental Choice in Relation to Certificates, 

Grants, or Contracts

4.2 Assessing Market Rates and Child Care Costs

4.3 Setting Payment Rates

4.4 Summary of Facts Used to Determine that 

Payment Rates are Sufficient to Ensure Equal 

Access

4.5 Payment Practices and Timeliness of Payments

4.6 Supply-Building Strategies to Meet the Needs of 

Certain Populations

Ensure Equal Access to Child Care For Low-

Income Children

4.1 Maximize parental choice

• Use of certificates

• Use of grants or contracts

• Supply-building strategies

4.2 Assess market rates and research the cost of 

care

4.3 Establish adequate payment rates

4.4 Implement generally accepted payment 

practices and ensure timeliness of payments

4.5 Establish affordable co-payments

FFY 2019–2021 CCDF Preprint FFY 2022–2024 CCDF Preprint

1. Refinement: There were several key changes made in the organization of section 4:

• The supply building questions (previously subsection 4.6) were moved to the 
subsection on maximizing parental choice.

• Previously in the FY 2019‒2021 CCDF Plan Preprint, the summary of facts was 
included in a subsection of its own—4.4. It was determined that this 
sometimes led to redundancy, so the questions previously in 4.4 were 
redistributed to the other sections. 

• A new subsection on affordable copayments was added to this section, since 
this is an important element of equal access.
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Section 4: Program Instructions (PI) and Information Memorandum (IM)

Section 

or Sub-

Section

Section or Sub-

Section

PI or IM Log 

Number

PI or IM Subject PI or IM weblink

4 Ensure Equal 

Access to Child 

Care for Low-

Income Children

CCDF-ACF-IM-

2020-01

Child Care and Development Fund (CCDF) Discretionary Funds 

Appropriated in the Coronavirus Aid, Relief, and Economic Security Act 

(CARES Act) (Public Law 116-136) passed into law on March 27, 2020.

https://www.acf.hhs.gov/occ/re

source/ccdf-acf-im-2020-01

4.1

Supply-Building 

Strategies to Meet 

the Needs of Certain

Populations

 

CCDF-ACF-IM-

2015-02

This Information Memorandum provides guidance to Lead Agencies 

implementing provisions of the Child Care and Development Block 

Grant (CCDBG) Act of 2014 to increase the supply of high-quality child 

care. States should consider these strategies as they prepare their 

Child Care and Development Fund (CCDF) State plans.

https://www.acf.hhs.gov/occ/re

source/im-2015-02

4.2 Assessing Market 

Rates and Child 

Care Costs

CCDF-ACF-PI-

2016-08

Attachment

Timeline and Requirements for Market Rate Survey and Alternative 

Methodology

List of Potential Options for Narrow Cost Analysis

https://www.acf.hhs.gov/occ/re

source/ccdf-acf-pi-2016-08

4.3 Setting Payment

Rates

 
CCDF-ACF-PI-

2018-01

Guidance on alternative methodologies and cost analyses for purposes 

of establishing subsidy payment rates

https://www.acf.hhs.gov/occ/re

source/ccdf-acf-pi-2018-01

1. Highlight: There are several important resources that will inform responses to the 

questions in these sections.
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NCSIA Resources Related to Equal Access (located on ECTTAS website )

https://childcareta.acf.hhs.
gov/equal-access-and-
market-rate-surveys

More resources are 
identified in the Section 4 
Guide.

1. Highlight: The National Center on Subsidy Innovation and Accountability (NCSIA) 

has prepared an important collection of resource on the Early Childhood Training 

and Technical Assistance System (ECTTAS) website, which is foundational in 

understanding the comprehensive approach needed to ensure equal access to 

child care. 
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11

Equal Access is Determined by a Summary of Data and Facts (98.45(b))

Source:  Equal Access Resources, Retrieved from:  https://childcareta.acf.hhs.gov/equal-access-resources

1. Refinement: In the last preprint, the questions related to these facts were all in 

subsection 4.4. In the FY 2022‒2024 CCDF Plan Preprint, they have been 

redistributed throughout the applicable sections. In this PowerPoint, the questions 

that address the summary of facts will be identified with the wheel icon.

2. Highlights: CCDF policy requires the Lead Agency to do the following:

• Certify in its CCDF Plan that payment rates for CCDF subsidies are enough to 
ensure equal access for eligible children to child care services that are 
comparable to child care services provided to children whose parents are not 
eligible to receive child care assistance

• Provide a summary of the facts the Lead Agency used to determine that 
payment rates are enough to ensure equal access

3. Training Emphasis: This NCSIA graphic illustrates the data and facts used to determine 

equal access(98.45 (b)). It includes the following elements:

• A choice of a full range of providers is available, including the extent to which 
child care providers participate in the CCDF subsidy system and any barriers to 
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participation
• How payment rates are adequate based on the most recent market rate survey 

or alternative methodology; rates must be updated every 3 years
• How base payment rates enable child care providers to meet the health, safety, 

quality, and staffing requirements in the rule
• How the Lead Agency took the cost of higher quality care into account, 

including how payment rates for higher-quality care relate to the estimated 
cost of care

• How copayments are affordable, and a rationale for the Lead Agency’s policy 
on whether child care providers may charge additional amounts to families 
greater than the required family copayment 

• How payment practices support equal access to a range of providers
• How and on what factors the Lead Agency differentiates payment rates 
• Additional facts that are considered
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Question (s)

4.1

Maximize 
Parental Choice 
and Implement 
Supply Building 
Mechanisms 
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Question(s) Topic

4.1.1 and 4.1.2 Child Care Certificate

4.1.3 Full range of providers

4.1.4 Parents have unlimited access to their child.

4.1.5 In-home care

4.1.6 Grants or Contracts

4.1.7 – 4.1.9 Identify shortages, strategies to address shortages, 

and prioritize investments for areas of significant 

poverty and unemployment.  

1. Highlights: These are the questions included in subsection 4.1.

2. Refinement: The supply building questions have moved to the end of this 
subsection.
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Child Care Certificates

Discussion Question:

How does the information described in 

Section 2 on consumer education, 

align with the information provided in 

subsection 4.1 on the child care 

certificate?

4.1.1:  Describe the child care 
certificate.

4.1.2:  Identify how the parent 
is informed that the child 
certificate allows the option to 
choose from a variety of child 
care categories.

1. Highlight: The first two questions in this subsection address the use of certificates.

2. Training Emphasis: The majority of CCDF funding is spent on child care services 
provided directly to children eligible for CCDF. Lead Agencies have two options on 
how to fund child care services—certificates and grants or contracts. Although 
Lead Agencies can use both certificates and grants, offering each family a 
certificate is required. There are no requirements to offer contracts. The elements 
included in the child care certificate and how the certificate is shared is part of the 
Lead Agency’s overall consumer engagement strategy. The question above 
addresses that connection.

3. Certificates:
• Can be referred to as vouchers
• Are issued by Lead Agencies directly to parents to confirm eligibility for child 

care payment
•

•

Can be issued before parents select a provider but are often linked to a 
specific provider
Grants and contracts will be addressed in 4.1.6.
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4. Preamble Insight: “The majority of States and Territories rely solely on certificates to 
provide child care assistance to eligible families.” (81 FR p. 67520)
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4.1.3  Describe how parents have access to the full choice of providers

The three 
elements of this 
question are 
very important 
to address:

Choice of the full range of 
a. providers

Extent to which eligible child care b.
providers participate in CCDF

c. Any barriers to participation.

1. Training Emphasis: All three elements of this question are required in the final rule 
for the Lead Agency to track (98.45(b)(1)). Addressing the three elements is very 
important, since they are included as the summary of facts needed to establish 
equal access.

2. Reminder: Note the wheel icon at the top right of this slide. This is the first 
question that is related to the summary of facts used to determine equal access.

3. Preamble Insight: “In response to comments, the final rule requires that all Lead 
Agencies track information on the extent of provider participation in CCDF and 
barriers to participation. Low payment rates as well as late or delayed payments 
and other obstacles may force some providers to stop serving or limit the number 
of children receiving subsidies in their care. Other providers may choose to not 
serve CCDF children at all. (Adams, G., Rohacek, M., and Snyder, K., Child Care 
Voucher Programs: Provider Experiences in Five Counties, 2008). The final rule 
allows flexibility for States to track this information through the most efficient 
process—whether through the market rate survey, alternative methodology, or 
another source. As suggested by commenters, we recommend that States track not 
only the number of providers participating in CCDF, but also the number/portion of 
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children (served by each provider) who receive subsidizes, and whether the 
provider places any limits on the number.” (81 FR, p. 67511) 
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4.1.4  Ensuring parents have unlimited access to their children when in child care.

This unlimited 
access must  
include:

• During the normal 
hours of operation
and

s 

• Whenever their 
children are in the 
care of providers. 
§ 98.31

Examples of how unlimited access policies are 

implemented:

• Policy is included in signed provider agreement or subsidy 

contracts.

• Policy is included in parent services agreement.

• Policy monitored by licensing staff.

• Lead Agency materials are given to parents and providers.

• Policy is required to be included in written policies provided to 

parents by providers.

• Licensing requires that a sign be posted by the provider about 

this policy.

1. Reminder: “The Lead Agency shall have in effect procedures to ensure that 
providers of child care services for which assistance is provided afford parents 
unlimited access to their children, and to the providers caring for their children, 
during normal hours of provider operation and whenever the children are in the 
care of the provider. The Lead Agency shall provide a detailed description in the 
Plan of such procedures.” § 98.31

2. Training Emphasis: This is not a new question and was part of the original CCDF 
regulations.
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Examples of how in-home care can be 
limited include:

Establishing a  minimum number of children due to
the Fair Labor Standards Act (minimum wage)

 

Establishing a minimum provider age

Developing requirements about the hours of care 
provided

Only allowing care by relatives

Only allow care for children with special needs or 
medical conditions 

Establishing additional health and safety 
requirements

CCDF policy does not allow 

for Lead Agencies to flatly 

prohibit the use of in-home 

care.  Rather it provides 

Lead Agencies with the 

flexibility to limit the use of 

that care. (81 FR, p. 67472)

4.1.5  Will the Lead Agency limit the use of in-home care in any way?

1. Preamble Insight: Lead Agencies may adopt policies that limit the use of in-home 
care. This is a long-standing policy. Monitoring the quality of care and the 
appropriateness of payments to in-home providers poses special challenges for 
Lead Agencies. (81 FR, p. 67472)

2. Highlight: The CCDF final rule recognizes three categories of care: center-based, 
family child care , and in-home care (provider caring for a child in the child’s own home). 
Definitions of each type of care are included in the CCDF final rule. 

• Center-based child care: A provider licensed or otherwise authorized to 
provide child care services for fewer than 24 hours per day per child in a 
non-residential setting, unless care in excess of 24 hours is due to the 
nature of the parent(s)’ work

• Family child care: One or more individual(s) who provide child care services 
for fewer than 24 hours per day per child, in a private residence other than 
the child’s residence, unless care in excess of 24 hours is due to the nature 
of the parent(s)’ work

• In-home child care: An individual who provides child care services in the 
child’s own home.

16



Types of providers can be defined as non-profit, for-profit, sectarian, and relative 
providers. Each type of provider should “fit” within one of these categories of care. This 
question focuses on one of those types of care—in-home care. It may be chosen by 
parents because they have the need for care at non-traditional hours or a need for care 
for children with special needs. Lead Agencies must describe the limitations for using in--
home care. It may be chosen by parents because they have the need for care at non-
traditional hours or a need for care for children with special needs. Lead Agencies must 
describe the limitations for using in-home care in their CCDF Plans, including reasons for 
such limits.

3. Office of Child Care Policy Division policy clarifications for responding to participants 
questions:

• Question: If a family is using in-home care, does that mean the parents 
cannot be in the home during the hours of care? 

• Response: In general, CCDF should not pay for care in the child’s home 
during hours when the parent is home and available to care for the child. 
However, CCDF regulations at 45 CFR 98.21(g) states that “Lead Agencies 
are not required to limit authorized child care services strictly based on the 
work, training, or educational schedule of the parent(s) or the number of 
hours the parent(s) spend in work, training, or educational activities.” This 
gives the Lead Agency flexibility to authorize care outside of the parent(s) 
work, education, or training hours. Therefore, if the parent is at home but 
not available to provide care (e.g., is taking online courses, is sleeping due to 
overnight work hours, etc.), then CCDF may pay for care during these hours.
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4.1.6:  Child care services available through grants and/or contracts.

How do Lead Agencies typically use grants or contracts? 

Examples can include, but are not limited to, providing grants and contracts to: 

• Serve specific populations, like children with special needs.

• Serve children needing nontraditional hours of care

• Serve children in targeted geographic areas

• Serve specific age groups, like infants and toddlers and school age children.

• Provide wrap-around services to children enrolled in Head Start and prekindergarten 

to provide full-day, full-year services.

• Fund programs that provide comprehensive services. (81 FR, p. 67520)

1. Highlight: In addition to providing child care certificates to families, a Lead Agency
may establish grants or contracts with providers to build the supply of quality child
care in underserved areas or for vulnerable populations. Generally, the Lead 
Agency establishes reasonable expectations for providers to maintain minimum 
enrollment levels in order to receive the full contract payment. Lead Agencies 
establish the parameters of these contracts, including payment rates, method of 
payment, performance measures, and reporting requirements.

 
 

2. Training Emphasis: The critical questions here are as follows: How do Lead 
Agencies maintain parental choice when using contracts? Or what strategies do 
you use to inform parents they have a choice between certificates and contracted 
slots?

3. Refinement: The elements ii, iv, and vi were eliminated from this question in the FY 
2019‒2021 CCDF Plan since this information wasn’t required. The elements “b” 
and “c” in this former question were restructured into a table. Then the location of 
this question was changed.

4. Preamble Insight: “This final rule does not require States and Territories to use 
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grants and contracts for direct services, [but] we strongly encourage Lead Agencies 
to use grants and contracts to address the limited supply of high-quality child care 
options. They are a critical aspect of an effective CCDF system, and using grants and
contracts in combination with certificates can play a role in building the supply and 
availability of child care, particularly high-quality care, for underserved populations 
and areas.” (81 FR, p. 67520)

 

5. Preamble Insight: “For example, Lead Agencies may use grants or contracts to 
incentivize providers to open in an area they might not otherwise consider, or to 
serve children for whom care is more costly. Grants and contracts are paid directly 
to the provider so long as slots are adequately filled, which is a more predictable 
funding source than vouchers or certificates. Stable funding offers providers 
incentive to pay the fixed costs associated with providing high-quality child care, 
such as adequate salaries to attract qualified staff, or to provide higher cost care, 
such as for infants and toddlers or children with special needs, or to locate in low 
income or rural communities.” (81 FR, p. 67521)

6. Preamble Insight: “For grants or contracts to be effective at increasing the supply of 
high-quality care, they should be funded at levels that are sufficient to meet any 
higher quality standards associated with that care” (81 FR, p. 67454)
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CCDF Data that May Inform Section 4.1 Responses 

Question Number Question Report Elements

4.1.2 Describe how the parent is informed 

that the child certificate allows the 

option to choose from a variety of 

child care categories, such as private,

not-for-profit, faith-based providers; 

centers; FCC homes; or in-home 

providers

 

ACF 800 Element 6:  Number of children receiving child care 

services through certificates (to parents, to parents and 

providers, or to providers) and/or cash.

Element 7:  Of the children served through certificates, 

number of children served through cash payments 

directly to parents.

4.1.3 Describe how parents have access to 

the full choice of providers.  

ACF 800 Element 8:  Number of child care providers receiving 

CCDF funding by type of care.

ACF 801 Element 26:  Type of Child Care

QPR Question 1.1:  Enter the total number of child care 

providers that operated in the State/Territory as of 

September 30 of the last federal fiscal year.

4.1.6 Child care services available through 

grants or contracts
ACF 800 Element 5:  Number of children served through grants or 

contracts with providers.

1. Highlights: These reports provide an opportunity to better answer question 4.1.2 
and 4.1.3 and 4.1.6. The Administration for Children and Families (ACF) 801 
contains case-level data that are collected monthly and reported either monthly or 
quarterly. Lead Agencies would need to take additional steps to compile their data. 
The differences in types of child care being chosen could inform a Lead Agency’s 
understanding of equal access in their jurisdiction.

2. Discussion Questions: Are there other data resources that you could use to answer 
questions in this section? For example, Temporary Assistance for Needy Families 
(TANF) data? Or other state-level administrative data?
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4.1.7  Identify shortages in the supply of high-quality child care providers.  

• Market Rate Surveys  and alternative 

methodologies

• Child Care Resource and Referral Agency Data.

• Facility Studies

• Head Start Community Assessment or other 

community needs assessments.

• PDG needs assessment

Identification of supply 
gaps of high-quality care is 
a critical step of building 
supply and quality for 
certain populations. 

(81 FR, p. 67454- 67455)

What kinds of data can Lead Agencies 

use to identify gaps in supply?

1. Discussion: This is the first of the supply building questions. Do you have any data 
related to coronavirus disease of 2019 (COVID-19)? How has the data impacted 
identification of supply gaps and shortages created since the pandemic emerged?

2. Preamble Insight: “ACF recommends that the Lead Agency examine all localities in 
its jurisdiction, recognizing that each local child care market has unique 
characteristics—for example, many rural areas face supply shortages. Further, we 
recommend that the Lead Agency’s analysis consider all categories of care, 
recognizing that a community with an adequate supply of one category of care 
(e.g., centers) may face shortages for another category (e.g., family child care).” (81 
FR, p. 67455)
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4.1.8  Check and describe what method(s) is used to increase supply and to improve quality for:

Potential Evaluation Question:

How has the supply and or 

quality of care for these 

populations changed from year to 

year, or from plan period to plan 

period?

a. Children in underserved 

areas.

b. Infants and toddlers

c. Children with disabilities

d. Children who receive 

care during non-

traditional hours.

e. Other

1. Training Emphasis: “Other” can include prekindergarten and school-age child care. 
When responding to this question, Lead Agencies could investigate how the supply 
and quality of child care changes for these populations of children from year to 
year.

2. Preamble Insight: “We urge Lead Agencies, as they consider setting the rate for 
certificates and grants or contracts, to examine compensation as a factor in quality 
and in recruiting and retaining knowledgeable and skilled staff to work in child 
care, particularly in hard-to-serve communities” (81 FR, p. 67455)

3. Preamble Insight: “High-quality child care respects and supports linguistic and 
cultural diversity of children and their families. As well, the building of supply in 
underserved areas, to serve more infants and toddlers, and to respond to the 
needs of families who need child care during non-traditional hours will include 
communities and children who are English language learners. Section 98.16(dd) 
addresses outreach to English language learner families and facilitates participation 
of providers who are English language learners in the subsidy system. The final rule 
also recognizes the importance of home culture and language in other provisions.” 
(81 FR, p. 67455)
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4.1.9  Lead Agencies must prioritize investments in areas that have significant 
concentrations of poverty and unemployment 

Lead Agencies should target 

investments based on an analysis 

of data showing poverty, 

unemployment and supply gaps.

Lead Agencies may also consider 

how to best support parents’ access

to workforce development and 

employment opportunities, such as 

allowing job search or education 

and training as qualifying activities. 

(81 FR, p. 67519)

 

a. How does the Lead Agency 

define areas of significant 

concentrations of poverty 

and unemployment?

b. How will the Lead Agency 

prioritize increasing access 

to these areas?

1. Training Emphasis: When areas of significant concentrations of poverty and 
unemployment are identified, the Lead Agency can focus on increasing access to 
quality child care but can also consider other policies to support employment. This 
could include providing eligibility for job searches and allowing education and 
training to be qualifying activities.

2. Preamble Insight: “It is our interpretation that the investments referred to in the 
Act may include direct child care services provided under § 98.50(a) and activities 
to improve the quality of child care services under § 98.50(c).” (81 FR, p. 67519)

3. Preamble Insight: “While Lead Agencies have flexibility in implementing this new 
statutory language, ACF encourages Lead Agencies to target investments based on 
analysis of data showing poverty, unemployment and supply gaps. Lead Agencies 
may also consider how to best support parents’ access to workforce development 
and employment opportunities (such as allowing job search as a qualifying activity 
for assistance and allowing broader access to assistance for education and training 
by reducing eligibility restrictions), which would support the child care needs of 
families in areas with high poverty and unemployment.” (81 FR, p. 67519)
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Question(s) Topic

4.2.1 Completion of the market rate survey 

(MRS), and/or ACF pre-approved 

alternative methodology

4.2.2 Consultation with required partners

4.2.3 How MRS or ACF pre-approved 

alternative methodology is statistically 

valid and reliable

4.2.4 Variations in the price or cost of child 

care.

4.2.5 Narrow Cost Analysis

4.2.6 Detailed report.

1. Refinement: This subsection has been renamed. Please note that in the 
introduction to this subsection, information is included on how a Lead Agency can 
obtain approval to use an alternative methodology.

2. Training Emphasis: Establishing subsidy payment rates has two distinct steps: 
• Step one: Collect, analyze, and report information to inform rate setting. This 

is addressed in section 4.2. States and territories conduct studies or collect 
data by other means that can be used in the process of setting subsidy 
payment rates.

• Step two: Establish provider payment guidelines or payment rates. This is 
addressed in section 4.3. Rate setting is a political process in which multiple 
stakeholders may participate, including provider groups, unions, advocacy 
organizations and legislative leaders, as well as CCDF agency staff.

Source: Office of Child Care. (2018). Addressing equal access through 
alternative

methodologies and cost analyses [Webinar]. U.S. Department of Health and 
Human Services, Administration for Children and Families. 

a.

https://childcareta.acf.hhs.gov/resource/addressing-equal-access-through-
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alternative-methodologies-and-cost-analyses
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4.2.1  Completion of the MRS or ACF pre-approved alternative methodology.

Did the Lead Agency conduct a statistically valid 

and reliable MRS or ACF pre-approved 

alternative methodology?

Yes.  If yes, identify the methodology:

❑ MRS. When was your data 
gathered?

❑ ACF Pre-approved 
alternative methodology. 
Identify the date of the ACF 
approval and the 
methodology

No.  A waiver is being requested.  

a. Identify the planned methodology:

❑ MRS. What is the status of the 
implementation?

❑ ACF Pre-approved alternative 
methodology.  What is the status of 
the implementation? Identify the date 
of the ACF approval and the 
methodology.

b. Identify the date of the most recent MRS or 
alternative methodology that will provide 
data for responding to 4.2.2 – 4.5.2.

1. Refinement Notes: 
• This is the first question in the preprint for which Lead Agencies will indicate 

whether they are requesting a waiver or not. 
• Even if a waiver is requested, a Lead Agency will still need to respond to 

questions 4.2.2–4.2.6 based on data collected for the previous plan.
• The final rule at § 98.45(c)(2) requires that any alternative methodology be 

approved in advance by ACF, so throughout this section the terminology used is 
“ACF pre-approved alternative methodology.”

1. Training Emphasis: In this question, a Lead Agency is asked about when the data 
for the MRS and alternative methodology is gathered. In question 4.2.6, Lead 
Agencies will be asked when it is reported.

2. Preamble Insight: “The reauthorized Act allows a Lead Agency to base payment 
rates on an alternative methodology, such as a cost estimation model, in lieu of a 
market rate survey.” (81 FR, p. 67510)

3. Preamble Insight: “The final rule at § 98.45(c)(2) requires that any alternative 
methodology be approved in advance by ACF… Alternative methodologies are a 
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new, unproven approach (in comparison to the long-standing use of market rate
surveys). To obtain ACF approval, the Lead Agency must demonstrate how the 
alternative methodology provides a sound basis for setting payment rates that 
promote equal access and support a basic level of health, safety, quality, and 
staffing, as discussed below.” (81 FR, p. 67510) 

 

4. Preamble Insight: “The Act specifically mentions cost estimation models, and we 
anticipate that such models would account for key factors that impact the cost of 
providing care—such as: staff salaries and benefits, training and professional 
development, curricula and supplies, group size and ratios, enrollment levels, facility 
size, and other costs. A cost estimation model is one such alternative approach in 
which a Lead Agency can estimate the cost of providing care at varying levels of 
quality based on resources a provider needs to remain financially solvent. The 
Provider Cost of Quality Calculator 
(https://www.ecequalitycalculator.com/Login.aspx) is a publicly available web-based 
tool that calculates the cost of quality-based on site-level provider data for any 
jurisdiction … The tool helps policymakers understand the costs associated with 
delivering high-quality child care and can inform payment rate setting.” (81 FR, p. 
67510) 
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Appendix A: MRS, Alternative Methodology and Narrow Cost Analysis Waiver Request Form 

Appendix A.1: The Market Rate Survey (MRS) or ACF 

pre-approved alternative methodology (See related 

question 4.2.1.) 

1. Describe the provision (MRS or ACF pre-approved 

alternative methodology) from which the 

state/territory seeks relief. Include the reason why 

the Lead Agency is seeking relief from this provision 

due to this extraordinary circumstance.

2. Describe how a waiver of the provision will, by itself, 

improve the delivery of child care services for 

children. 

3. Certify and describe how the health, safety, and well-

being of children served through assistance received 

through CCDF will not be compromised as a result of 

the waiver. 

Appendix A.2: The Narrow Cost Analysis (See 

related question 4.2.5.) 

1. Describe the provision (Narrow Cost Analysis) 

from which the state/territory seeks relief. Include 

the reason why in these extraordinary 

circumstances, the Lead Agency is seeking relief 

from this provision. 

2. Describe how a waiver of the provision will, by 

itself, improve the delivery of child care services 

for children. 

3. Certify and describe how the health, safety, 

and well-being of children served through 

assistance received through CCDF will not be 

compromised as a result of the waiver. 

1. Training Emphasis: Lead Agencies may apply for a temporary waiver for the market 
rate survey or ACF pre-approved alternative methodology and the narrow cost 
analysis in appendix A. These waivers will be considered “extraordinary 
circumstance waivers due to the COVID-19 pandemic.” They are limited to a 1-year 
period.
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4.2.2  Prior to developing and conducting the methodology to assess child care prices and/or costs 
describe how the Lead Agency consulted with required partners.

Required partners include:

1) The State Advisory Council or similar 

coordinating body.

2) Local child care administrators

3) Local child care resource and referral agencies

and other appropriate entities

 

4) Organizations representing caregivers, 

teachers and directors.  (98.45 (e))

Lead Agencies must be transparent and 

collaborative in conducting the Market 

Rate Survey and/or the ACF pre-approved 

alternative methodology.  This is achieved 

by:

• Conducting a pre-survey consultation 

with stakeholders (4.2.2)

• Preparing and disseminating the 

detailed report containing the results. 

(4.2.6)

1. Training Emphasis: Do not skip questions 4.2.2–4.2.6 if a waiver is being 
requested. Instead, answer these questions based on the data collected to assess 
child care prices and costs for the FY 2019–2021 CCDF Plan with any applicable 
updates included. Also note the use of the word “consult” here. In the discussion 
of Section 1, we indicated consult implies the discussion needs to occur before 
conducting either methodology. We will discuss more about how transparency is 
supported via the report later in this subsection for question 4.2.6.

2. Preamble Insight: “Based on Section 658E(c)(4)((B)(i) of the Act, § 98.45(e) 
requires the Lead Agency to consult with the State’s Early Childhood Advisory 
Council or similar coordinating body, child care directors, local child care resource 
and referral agencies, and other appropriate entities ... organizations representing 
child care caregivers, teachers, and directors. Under § 98.45(f)(2)(iv), when setting 
payment rates, Lead Agencies must take into consideration the views and 
comments of the public obtained through required consultation (under paragraph 
(e)) and other means determined by the Lead Agency.” (81 FR, p. 67511)
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Describe how the 

benchmarks for this

are met.

 

ACF Benchmarks:

❑

❑

❑

❑

❑

Represent the child care market

Provide complete and current data

Use rigorous data collection procedures

Reflect geographic variations

Analyze data in a manner that captures 

other relevant differences.

4.2.3  An MRS or an ACF pre-approved alternative methodology must be 

statistically valid and reliable. 

1. Refinement Notes: Alternative methodology is included in this question, which 
addresses statistically valid and reliable. There were added references to the 
impact of COVID 19 in b.

2. Preamble Insight: “ACF is not defining statistically valid and reliable within the 
regulatory language but is establishing a set of benchmarks, largely based on CCDF-
funded research to identify the components of a valid and reliable market rate 
survey. (Grobe, D., Weber, R., Davis, E., Kreader, L., and Pratt, C., Study of Market 
Prices: Validating Child Care Market Rate Surveys, Oregon Child Care Research 
Partnership, 2008). ACF will consider a market rate survey to be statistically valid 
and reliable if it meets the following benchmarks:”
• “Includes the priced child care market. The survey includes child care 

providers within the priced market (i.e., providers that charge parents a 
price established through an arm’s length transaction). In an arm’s length 
transaction, the parent and the provider do not have a prior relationship 
that is likely to affect the price charged. For this reason, some unregulated, 
license-exempt providers, particularly providers who are relatives or friends 
of the child’s family, are generally not considered part of the priced child 
care market and therefore are not included in a market rate survey. These 
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providers typically do not have an established price that they charge the 
public for services, and the amount that the provider charges is often 
affected by the relationship between the family and the provider. In 
addition, from a practical standpoint, many Lead Agencies are unable to 
identify a comprehensive universe of license-exempt providers because 
individuals frequently are not included on lists maintained by licensing 
agencies, resource and referral agencies, or other sources. In the absence of 
findings from a market rate survey, Lead Agencies often use other facts to 
establish payment rates for providers outside of the priced market (e.g., 
license-exempt providers); for example, many Lead Agencies set these 
payment rates as a percentage of the rates for providers in the priced 
market.”

• “Provides complete and current data. The survey uses data sources (or 
combinations of sources) that fully capture the universe of providers in the 
priced child care market. The survey should use lists or databases from 
multiple sources, including licensing, resource and referral, and the subsidy 
program, if necessary, for completeness. In addition, the survey should 
reflect up-to-date information for a specific time period (e.g., all of the 
prices in the survey are collected within a three month time period).”

• “Represents geographic variation. The survey includes providers from all 
geographic parts of the State, Territory, or Tribal service area. It also should 
collect and analyze data in a manner that links prices to local geographic 
areas.”

• “Uses rigorous data collection procedures. The survey uses good data 
collection procedures, regardless of the method (mail, telephone, or web-
based survey; administrative data). This includes a response from a high 
percentage of providers (generally, 65 percent or higher is desirable and 
below 50 percent is suspect). Some research suggests that relatively low 
response rates in certain circumstances may be as valid as higher response 
rates. (Curtin R., Presser S., Singer E., The Effects of Response Rate Changes 
on the Index of Consumer Sentiment, Public Opinion Quarterly, 2000; 
Keeter S., Kennedy C., Dimock M., Best J., Craighill P., Gauging the Impact of 
Growing Nonresponse on Estimates from a National RDD Telephone Survey, 
Public Opinion Quarterly, 2006) Therefore, in addition to looking at the 
response rate, it is necessary to implement strong sample designs and 
conduct analyses of potential response bias to ensure that the full universe 
of providers in the child care market is adequately represented in the data 
and findings. Lead Agencies should consider surveying in languages in 
addition to English based on the languages used by child care providers, and 
other strategies to ensure adequate responses from key populations.”

• “Analyzes data in a manner that captures market differences. The survey 
should examine the price per child care slot, recognizing that all child care 
facilities should not be weighted equally because some serve more children 
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than others. This approach best reflects the experience of families who are 
searching for child care. When analyzing data from a sample of providers, as 
opposed to the complete universe, the sample should be appropriately 
weighted so that the sample slots are treated proportionally to the overall 
sample frame. The survey should collect and analyze price data separately 
for each age group and category of care to reflect market differences.” (81 
FR, p. 67509)
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a. Geographic area

b. Type of provider

c. Age of child.

d. Any other key variations, such as 

quality level.

In 4.2.4 the Lead Agency is asked 

how the MRS or AM uncovers 

variations in the price or cost of child 

care services by these variables.

In question 4.3.2, the Lead Agency 

will be asked how this information 

informs the rates that are set.

4.2.4  Describe how the market rate survey or ACF pre-approved alternative methodology reflects variations 
in the price or cost of child care services by:

1. Highlight: In 4.2.4, the Lead Agency is asked how the MRS or AM uncovers 
variations in the price or cost of child care services by these variables. In question 
4.3.2, the Lead Agency will be asked how this information informs the rates that 
are set.

2. Preamble Insight: “98.45(d) of the final rule requires that the market rate survey or 
alternative methodology reflect variations by geographic location, category of 
provider, and child’s age. Section 658E(c)(4)(B)(i) of the Act applies this 
requirement to market rate surveys, but the final rule extends it to alternative 
methodologies as well. Lead Agencies must include in their Plans how and why 
they differentiate their rates based on these factors.” (81 FR, p. 67510)
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4.2.5  Has the Narrow Cost Analysis been completed for the FY 2022-2024 CCDF Plan?

An examination of cost differentials for higher-
quality care

Other existing information

Information from market rate survey data

Information from existing studies

A cost model using the PCQC

A small-scale cost survey or study

For this question, a Lead Agency will indicate among other information, what data 

sources were used for assessing the costs of care. Multiple data sources can be used. 

(CCDF-ACF-PI-2018-01, Attachment)  Including:

1. Training Emphasis: 
• The narrow cost analysis is an estimate of the cost of care for higher quality 

care and for the cost of base level care.
• Multiple data sets can be used for assessing the cost of care. 
• Consultation with stakeholders regarding the narrow cost analyses is 

helpful in assessing the accuracy of the data collected for the narrow cost 
analysis.

• Lead Agencies can use the Office of Child Care’s Alternative Methodologies 
and Cost Analyses for Purposes of Establishing Subsidy Payment Rates
program instruction as a resource. It is available at 
https://www.hhs.gov/guidance/document/guidance-alternative-
methodologies-and-cost-analyses-purposes-establishing-subsidy-payment.

2. Refinement:
• This is a new question that addresses the requirement to do a narrow cost 

analysis. (98.45 (f)(ii))
• In this question, Lead Agencies can indicate they are requesting a waiver 

for the narrow cost analysis.
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3. Preamble Insight: “The purpose of the market rate survey is to guide Lead Agencies in 
setting payment rates within the context of market conditions so that rates are sufficient 
to provide equal access to the full range of child care services, including high-quality child 
care. However, the child care market itself often does not reflect the actual costs of 
providing child care and especially of providing high-quality child care designed to 
promote healthy child development. Financial constraints of parents prevent child care 
providers from setting their prices to cover the full cost of high-quality care, which is 
unaffordable for many families. As a result, a market rate survey may not provide 
sufficient information to assess the actual cost of quality care.” (81 FR, p. 67510) 
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4.2.6  Describe how the Lead Agency made the results of the market rate survey or ACF pre-
approved alternative methodology report widely available to the public.

“Under the rule, the 30-day timeframe 
for posting the report on the Internet 
begins after the report is 
completed.”(81 FR, p. 67511)

ACF expects Lead Agencies to 
complete this report well in advance of 
the Plan submission deadline in order 
to allow enough time to for review and 
input by stakeholders and the public.” 
(81 FR, p. 67511)

Elements of the detailed report include:

• Results of the market rate survey or 

alternative methodology

• The estimated cost of care necessary to 

support implementation of health, safety, 

quality and staffing requirements

• Estimated cost of care necessary to support 

higher-quality child care

• Any variation in costs by geographic location, 

category of provider, or age of child

• How the Lead Agency considered 

stakeholder views and comments.

1. Highlight: We have already talked about how transparency and collaboration are 
supported in 4.2.2. This question focuses on how transparency and collaboration 
are supported through the report.

2. Preamble Insight: “Detailed Report. Section 98.45(f)(1) of the final rule reflects the 
statutory requirement for a Lead Agency to prepare and make widely available a 
detailed report containing results of its survey or alternative methodology. Section 
658E(c)(4)(B)(ii) of the Act requires this report be available 30 days after 
completion of the survey or alternative methodology. Because we consider analysis 
and preparation of the report to be part of completing a survey, the rule indicates 
that Lead Agencies have 30 days from completion of the report to make the 
information available. ACF expects Lead Agencies to complete this report well in 
advance of the Plan submission deadline in order to allow enough time to for 
review and input by stakeholders and the public.” (81 FR, p. 67511) 

• In addition to the results of the market rate survey or alternative 
methodology, a Lead Agency must indicate in its report the estimated cost 
of care necessary to support child care providers’ implementation of the 
health, safety, quality, and staffing requirements at §§ 98.41, 98.42, 98.43, 
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and 98.44, including any relevant variation by geographic location, category 
of provider, or age of child. As part of the summary of data and facts 
demonstrating equal access, we will ask Lead Agencies in their plans to 
indicate the estimated cost of care necessary to support child care 
providers’ implementation of these health, safety, quality, and staffing 
requirements.

• Under § 98.45(f)(1), a Lead Agency’s report must also include the estimated 
cost of care necessary to support higher quality child care, as defined by the 
Lead Agency using a quality rating and improvement system or other system 
of quality indicators, at each level of quality. Under § 98.45(b), this 
information must be included as part of the Lead Agency’s summary of data 
and facts in the plan that demonstrate equal access. The report must also 
include the Lead Agency’s response to stakeholder views and comments.
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Question (s)

4.3 Establish 
Adequate 
Payment Rates
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Question(s) Topic

4.3.1 Provide the base payment rates and 

percentiles, or the percent of the estimated 

cost of care.

4.3.2 How the Lead Agency differentiates payment 

rates

4.3.3 Tiered rates, differential rates or add-ons

4.3.4 Establishment of adequate payment rates

4.3.5 How the higher cost of quality care was 

considered

4.3.6 Additional facts the Lead Agency considered.

1. Refinement: The title of this section was changed from “Setting Payment Rates.”
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CCDF Data that May Inform Section 4.3 Responses 

Question 

Number

Question Report Elements

4.3.3 Check and describe the types of 

tiered reimbursement or differential 

rates, if any, the Lead Agency has 

chosen to implement. In the 

description of any tiered rates or add-

ons, at a minimum, indicate the 

process and basis used for 

determining the tiered rates, including

if the rates were based on the MRS 

and/or an alternative methodology, 

and the amount of the rate.

 

QPR 4.11  Did the state/territory provide higher subsidy rates 

related to the QRIS or other quality rating systems?

4.3.4 Establishment of adequate payment 

rates
ACF 801 Element 27:  Total Monthly Amount Paid to Provider

1. Highlight: When answering questions 4.3.2 and 4.3.3, it may be helpful to know 
how subsidy rates are related to the quality rating and improvement system (QRIS) 
or other quality rating systems. This can be informed by what is reported in 4.11 of 
the Quality Progress Report.

2. Training Emphasis: The ACF 801 contains case-level data that is collected monthly 
and reported either monthly or quarterly. Lead Agencies would need to take 
additional steps to compile their data. The amount paid to providers could inform 
whether providers are receiving payments at the full rate or if they are receiving 
partial rates.

3. Discussion Questions: What additional data inform your Lead Agency’s plan? TANF 
data? Other state-level administrative data?
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4.3.1 Provide the base payment rates and percentiles for the categories below.  If only 
an alternative methodology was used, provide the percent of the estimated cost of 
care the base payment rate represents.

Age of child in what 

type of licensed child 

care setting.

(All rates are full-time)

Base 

payment 
rate

Full-time 

weekly base 

payment 
rate

If the Lead Agency 

conducted an MRS, 

what is the percentile 

of the base payment 

rate?

If the Lead Agency used an 

alternative methodology 

what percent of the 

estimated cost of care is the 

base rate?

Infant 

(6 months)

Center care

Toddler 

(18 months) 

Center care

1. Refinement Note: This question has been restructured into a table. Note that ther
was a column added to address the potential gap between the estimated cost of 
care and the base payment rate when using an alternative methodology. This is 
information being requested in the draft FY 2022–2024 CCDF Plan Preprint. The 
other major change is that Lead Agencies are now being asked to report the full-
time weekly base payment rate. If weekly payment rates are not published, then 
the Lead Agency will need to calculate the equivalent.

e 

2. Training Emphasis: This question asks for a Lead Agency’s base rates. These rates 
are the lowest, foundational rates before any differentials are added (for example, 
those for higher quality or other purposes). Further, base rates must be enough to 
ensure that minimum health and safety and staffing requirements are covered. 
Also, it is important to note that when reporting rates for school-age child care, 
Lead Agencies should report rates based on full-day, full-year rates that would be 
paid when school is not in session. The Office of Child Care has included in this 
question an explanation of the 75th percentile and its application to base rates.

3. Preamble Insight: “Currently, even in States and Territories that pay higher rates 
for higher-quality care, base rates are so inadequate that even the highest payment 
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levels are often below the 75th percentile … This means that CCDF families are 
unable to access a significant portion of the child care market.” (81 FR, p. 67512)
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4.3.1(d):  Provide the date these current payment rates became effective

Two Important Reminders about 4.3.1:

Section 658E(c)(4)(B)(iii) of the 

Act requires Lead Agencies to 

set payment rates in accordance 

with the results of the market rate 

survey or alternative 

methodology, which must be 

conducted every three years

“Where updated data from a market rate 

survey or alternative methodology 

indicates that prices or costs have 

increased, Lead Agencies must raise their 

rates as a result. Moreover, we encourage 

Lead Agencies to consider annual 

increases in rates that keep pace with 

regular increases in the costs of providing 

child care.” (81 FR, p. 67512)

1. Training Emphasis: The policy is clear that if the market rate survey or alternative 
methodology indicates that prices or costs have increased, then rates need to also 
increase. 

2. Preamble Insight: “Section 658E(c)(4)(B)(iii) of the Act requires Lead Agencies to 
set payment rates in accordance with the results of the market rate survey or 
alternative methodology, which must be conducted every three years.” (81 FR, p. 
67512)

3. Preamble Insight: “Payment rates should reflect the current child care market. 
Setting payment rates based on older market rate surveys or alternative 
methodologies that reflect outdated prices or costs results in insufficient payment
rates that do not reflect current market conditions and undermine the statutory 
requirement of equal access. This final rule effectively requires Lead Agencies to 
reevaluate their payment rates at least every three years.” (81 FR, p. 67512)

 

4. Preamble Insight: “The intent of the new statutory requirement to conduct a 
market rate survey or alternative methodology every three years is that it be used 
to set payment rates, not treated as an obligatory paperwork exercise.” (81 FR, p. 
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67512)
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4.3.1(e):  Identify the most populous area of the state (the area serving 
highest number of children accessing CCDF)

Why is it important to report 

payment rates based on the 

most populous area of the 

state?

In question 1.2.1, Lead Agencies are asked if payment 

rates or payment policies are set at the state or territory 

level or at the local entity level (e.g. counties, workforce 

boards, early learning coalitions, etc.)  As a result, 

some states may have multiple payment rates within 

their jurisdiction.  If this is the case in a jurisdiction, by 

reporting on the most populous area of the state here in 

question 4.3.1,  OCC has the ability  to analyze and 

report data in a consistent way across the country.
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1. Training Emphasis: Why is reporting based on the most populous area of the state 
important? In question 1.2.1, the Lead Agency indicated what program rules and 
policies were set or established at the state or territory level or at the local level. 
This question accommodates the responses of those Lead Agencies that indicate 
their eligibility rules and policies are set by a local entity and may be different in 
different areas of the state. This distinction allows the Office of Child Care to 
analyze and report data in a consistent way across the country. OCC identifies the 
most populous area of the state as the area serving the highest number of children 
accessing CCDF. Reporting data on the most populous area of the state is also 
required in 3.1.3 (eligibility criteria) and 4.2.1 (copayments). The most populous 
area of the state should be consistent across these three questions. 

34



CHILD CARE AND DEVELOPMENT FUND (CCDF) PLAN       FFY 2022-2024 | SECTION 4 35

How are these base payment rates differentiated?

“Recognizing that private pay rates are often not 

sufficient to support high-quality, many Lead Agencies 

have already implemented tiered subsidy payments 

that support quality. Payments may exceed private 

pay rates if they are designed to pay providers for 

additional costs associated with offering higher-

quality care or types of care that are not produced in 

sufficient amounts by the market (e.g., non-standard 

hour care, care for children with disabilities or special 

health care needs, etc.).” (81 FR, p. 67514)

4.3.2  Describe how and on what 

factors the Lead Agency 

differentiates payment rates.

4.3.3  Does the Lead Agency 

establish tiered rates, differential 

rates or add-ons?  How?  

4.3.2

1. Refinement: In the FY 2019–2021 CCDF Plan Preprint, 4.3.2 was question 
4.4.1 h. This is another question that addresses the facts to determine 
equal access.

2. Reminder: In 4.2.4, Lead Agencies were asked to describe how the market 
rate survey or ACF pre-approved alternative methodology reflects 
variations in the price or cost of child care services by geographic area, type 
of provider, age of child, and other key variations, such as quality level of 
the provider. In 4.3.2, Lead Agencies are asked how this information was 
used to differentiate payment rates.

4.3.3:  
1. Training Emphasis: When setting rates and differentiating rates, Lead Agencies 

should consider both the percentiles and the gaps between their payment rates 
and the estimated cost of care based on the narrow cost analysis.

2. Reminder: Lead Agencies can choose to establish tiered rates, differential rates, or 
add-on rates to their base rates to increase payments for targeted needs. Examples 
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include, but are not limited to, differential rates for the following:
• Nontraditional hours: A Lead Agency may pay providers offering care during 

nontraditional hours higher rates as an incentive for that care.
• Children with special needs: Children who need an additional level of care 

and may require specialized, more expensive care. 
• Infants and toddlers: It’s simply more expensive to care for infants and 

toddlers due to the lower ratios needed to be attentive to their needs.
• School-age programs: It’s also possible to have higher rates for certain 

difficult to place age populations, such as school-age and after-school care. 
• Higher quality care: These may be programs meeting certain thresholds set 

by the Lead Agency or those that are participating in the statewide quality 
rating and improvement system.

• Other (for example, location, professional development milestones): Lead 
Agencies have the flexibility to set different rates in different parts of the 
service area. Some Lead Agencies have service areas that include expensive 
urban centers AND more rural areas with lower operating costs. This is also 
a great option when it comes to incentivizing care in an area that is 
otherwise a child care desert. 

3. Training Emphasis: In addition to setting differentiated rates like we just discussed, 
Lead Agencies have the option of having rate add-ons that are added on top of their base 
payment rates. This is really like differentiated rates, but instead of having a different set 
rate for each possible area, the Lead Agency pays a percentage in addition to the base 
rate. For example, a Lead Agency could choose to pay an additional 5 percent on top of 
the base rate to a provider who has earned their Child Development Associate. Rate add-
ons are often used to encourage providers to increase and sustain their program quality. 
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Additional Facts Used to Determine Payment Rates are 
Sufficient  to Ensure Equal Access

4.3.4  Describe how base payment rates are adequate and enable providers to meet health safety, quality 

and staffing requirements under CCDF.  How have the base payment rates been established based on the 

most recent MRS or ACF pre-approved alternative methodology and the Narrow Cost Analysis.

4.3.5  Describe how the Lead Agency took the cost of higher quality, as determined in 4.2.5, into account, 

including how payment rates for high-quality care relate to the estimated cost of care at each level of quality.

4.3.6  Identify and describe any additional facts that the Lead Agency considered in determining its payment 

rates ensure equal access.

1. Refinement: The last three questions in subsection 4.3 were included in subsection 
4.4 in the FY 2019–2021 CCDF Plan Preprint. They were part of the facts used to 
determine payment rates are enough to ensure equal access. 
• The current 4.3.4 was question 4.4.1 b and 4.4.1 c.
• The current 4.3.5 was question 4.4.1 d.
• The current 4.3.6 was question 4.4.1 i.

2. Training Emphasis: It is important to note that question 4.3.4 refers to the base 
payment rates. It also requires Lead Agencies to consider the data collected in the 
market rate survey or the ACF pre-approved alternative methodology and the narrow 
cost analysis. Lead Agencies must have a justification for rate changes and must consider 
feedback from stakeholders. Stakeholder feedback is addressed in 4.2.6.

36



Question (s)

4.4 Implement 
Generally 
Accepted 
Payment 
Practices and 
Ensure 
Timeliness of 
Payments
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Question(s) Topic

4.4.1 Payment practices the Lead Agency has 

implemented.

4.4.2 Payment practices varying across regions, 

counties and/or geographic areas.

4.4.3 How Lead Agencies’ payment practices 

support equal access.

1. Refinement: The title of this subsection has been refined. In the FY 2019–2021 
CCDF Plan Preprint, the title was “Payment Practices and the Timeliness of 
Payments.”
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4.4.1  Certify by identifying and describing the payment practices below that the 
Lead Agency has implemented for all CCDF child care providers.

Ensure that child care providers are paid based on 

d. a payment agreement or an authorization for 
services.

“Thus, lack of timely payments and rules on payments that lead to disincentives to taking children with chronic 

illnesses or other reasons for absences undercut the equal access provision. By addressing these issues, 

these provisions of the Act and final rule will provide increased stability and benefits for CCDF providers and 

the families they serve.” (81 FR, p.67565)

Give prompt notice to providers when there is a 
e. change to a family’s eligibility status that will affect 

payment.

f. Establish timely appeal and resolution processes 
for any payment inaccuracies and disputes 

Ensure the timeliness of payments
a.

(Choose one and describe)

Support the fixed costs of providing 
services by delinking payment from 

b. occasional absences.  

(Choose at least one and describe.)

Use “generally accepted practices” of local 
c. providers who care for children not receiving 

CCDF financial assistance.

Payment 
Practices

1. Training Emphasis: Note the responses for the lettered questions differ in a and b. 
Lead Agencies must choose one and describe. In c – g, Lead Agencies describe their 
policies. Generally accepted payment practices are practices that align with the 
private-paying child care market. These payment practices are important because 
they can encourage providers to accept children receiving CCDF child care 

assistance and enable families to retain child care services. 
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4.4.2  Do 
payment 
practices 
vary across 
region, 
counties, 
and/or 
geographic 
areas?

This question aligns with other questions in this 

section that ask Lead Agencies to identify 

variations across a state or jurisdiction.  

These include:

4.2.3 Researching payment rates

4.2.5 Estimating the cost of care

4.3.2 Determining payment rates

1. Discussion Question: Does access vary within your state or territory? In what ways?  
What data do you use to identify these variations?
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4.4.3  4.4.3  How do payment practices support equal access?

Examples of Lead Agency Responses to 4.4.3:

• “These efforts allow for more reliable and timely reimbursement and help to ensure that a provider’s ability to 

carry costs over time is less of an impediment to accepting subsidy.”

• “Each of these practices incentivizes providers to participate in the child care subsidy program and in turn 

provides more access to quality child care programs for low income families.”

• “These are significant mechanisms by which the Lead Agency normalizes their payment practices with the 

private paying child care market.  These consistent payment practices ensure limited barriers to providers 

participating in the program.”

• “Our payment policies closely mirror child care industry practice. This encourages a full range of providers to 

accept and enroll subsidized children and families.”

1. Refinement: This is another question that is included in the summary of facts 
called for in 98.45 (b). It was previously 4.4.1 g.
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Question (s)

4.5 Establish 
Affordable 
Co-Payments
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Question(s) Topic

4.5.1 How the Lead Agency ensures that the 

family contribution is affordable and not a 

barrier to families receiving CCDF.

4.5.2 Are providers allowed to charge families 

additional amounts above the required co-

payment?

41



CHILD CARE AND DEVELOPMENT FUND (CCDF) PLAN       FFY 2022-2024 | SECTION 4 42

Affordable Co-Payments

4.5.1  How will the Lead 

Agency ensure that the 

family contribution/co-

payment, is affordable 

and is not a barrier to 

families receiving CCDF 

funds?

Lead Agencies have flexibility in 

establishing their sliding fee 

scales and determining what 

constitutes a cost barrier for 

families, but the seven percent 

level is a recommended 

benchmark. (81 FR, p. 67515)

1. Training Emphases:
• Copayments are also addressed in section 3.
• Lead Agencies have more flexibility to waive copayments for families who 

meet criteria established by the Lead Agency (in addition to families below 
poverty or in protective services).

• CCDF rule prohibits copayments based on the cost of care or amount of 
subsidy payment.

• Lead Agencies may increase family copayments only at redetermination or 
during a period of graduated phase-out when families’ incomes have 
increased more than the Lead Agency’s initial income eligibility threshold.

2. Preamble Insight: “Poor families on average spend approximately four times the 
share of their income on child care compared to higher income families. (Who’s Minding 
the Kids? Child Care Arrangements: Spring 2011, U.S. Census Bureau, 2013.) A 2011 
study conducted by the U.S. Census Bureau found that families below the poverty level 
spent nearly four times the percentage of their income on child care than other 
families—30 percent compared to approximately 7 percent for families living above the 
poverty level.” (81 FR p. 67515)
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4.5.2  Does the Lead Agency choose the option to allow providers to charge families 
additional amounts above the required co-payment?

Lead Agencies must track through the 

market rate survey or alternative 

methodology, or through a separate 

source, information on the extent to which 

CCDF providers charge such additional 

amounts, including data on the size and 

frequency of any such amounts 

disaggregated by category and licensing 

status of provider. This information will 

provide greater transparency on the 

scope of the issue and a basis for future 

decisions by policymakers and 

administrators. (81 FR, p. 67516)

“Requiring families to pay above the 

established co-payment may make care 

unaffordable for families and may be a 

barrier to families receiving assistance. It 

masks the true cost of care to the family and 

whether co-pays are reasonable. Such 

policies require families to make up the 

difference for Lead Agencies’ low payment 

rates.” (81 FR, p. 67516)

1. Training Emphasis:  It is important for Lead Agencies to recognize with this 
provision that there is a balance between what Lead Agencies may allow or not 
allow and the choices that families may want to make.  Under CCDF policy it is 
allowable for parents to pay providers additional amounts above the required co-
payment.   If rates are too low in the state, some providers might not be willing to 
provide care to CCDF families.   When parents are able to pay the difference 
between their co-payment and provider fees,  this may expand the market of 
providers available to  families.  

2. Training Emphasis: As noted in the quote on the slide Lead Agencies must track 
this information disaggregated by category and licensing status.   

3. Discussion Question: How is your Lead Agency going to track this data?

4. Preamble Insight: “We have added new requirements at § 98.45(b)(5) that require 
the Lead Agency to include in its Plan a rationale for its policy on whether child 
care providers may charge additional amounts to families above the required 
family co-payment, including a demonstration that the policy promotes 
affordability and access. The Lead Agency must also provide an analysis of the 
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interaction between any such additional amounts with the required family co-
payments, and of the ability of the Subsidy payment rates to provide access to care 
without additional fees.” (81, FR, p. 67516)
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