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The Fundamentals of CCDF Administration  
For State and Territory Administrators  

Welcome 
Welcome to the Fundamentals of CCDF Administration Resource Guide. The resource guide has been revised to 
reflect the Child Care and Development Block Grant (CCDBG) Act of 2014 and Child Care and Development 
Fund (CCDF) final rule issued in 2016—including its expanded purposes and impact on child care and on Lead 
Agencies’ administration of CCDF grants.  

The guide addresses the requirements of the law and final rule, which can be complex and highly technical. The 
guide provides as much clarification as possible, especially for newer CCDF Administrators and Lead Agency 
Administrators. However, its focus is on describing the basics of the law rather than interpreting the legal 
language. 

The term state is defined in both the CCDBG Act and CCDF final rule as including states, territories, and tribes; 
therefore, for ease of reading, state will be used inclusively throughout this guide unless otherwise specified.1,2 

You may notice gear icons throughout the guide. These are intended to show the interconnectedness of different 
parts of CCDF administration, such as the following: 

♦ Subsidy (teal gear) 

♦ Consumer education (navy gear) 

♦ Health and safety, licensing regulations and monitoring, and quality improvement (orange gear) 

♦ Professional development and workforce (light blue gear) 

The CCDBG Act is the law that, along with Section 418 of the Social Security Act, authorizes the federal child 
care subsidy program known as CCDF. In 2016, the Office of Child Care, Administration for Children and Families 
(ACF), U.S. Department of Health and Human Services (HHS) published a final rule based on the Act that 
provided additional details and clarification on the law’s requirements. Provisions of this final rule generally 
became effective on November 29, 2016, except for the provisions with a delayed statutory effective date. States 
were expected to be in full compliance by October 1, 2018, which marked the beginning of the next triennial 
CCDF Plan period.  

The CCDBG Act of 2014 specified dates when certain provisions were effective and allowed time to implement 
the requirements: 

♦ Monitoring, including annual inspections of CCDF providers became effective November 19, 2016. 

♦ Posting results of monitoring and inspection reports became effective November 19, 2017.  

♦ Comprehensive background checks (CBCs) became effective September 30, 2017 (further clarification 
provided in part 6). 

 
1 CCDF regulations define state as follows: “any of the states, the District of Columbia, the Commonwealth of Puerto Rico, the Virgin Islands of 
the United States, Guam, American Samoa, the Commonwealth of the Northern Marianas Islands, and includes tribes unless otherwise 
specified” [Child Care and Development Fund, 45 C.F.R. § 98.2 (2016)]. 
2 Note: Separate resources are available to support the work of tribal grantees. They are available on the Early Childhood Training and 
Technical Assistance System website at https://childcareta.acf.hhs.gov/centers/national-center-tribal-early-childhood-development. 

https://childcareta.acf.hhs.gov/centers/national-center-tribal-early-childhood-development
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♦ Where the Act did not specify a date, the statutory requirements became effective upon the date of enactment 
(November 19, 2014), and states had until September 30, 2016, to implement them. 

Primary User  
The Fundamentals of CCDF Administration resource guide was created for CCDF Administrators, especially 
those who are new to their positions. CCDF Administrators, which is the term used throughout this document, are 
often referred to as State Administrators and Territory Administrators. In some states, the CCDF Administrator is 
responsible for all components of the CCDF program; in others, co-administrators are designated or 
interdepartmental agreements are established with other agencies for key components such as licensing 
administration. 

The contents are also applicable to administrators and fiscal staff of Lead Agencies who need a basic 
understanding of the implementation of the CCDBG Act of 2014.  

Note: Separate resources are available to support the work of American Indian and Alaska Native CCDF 
grantees. These resources are available on the Child Care Technical Assistance Network (CCTAN) website.  

New CCDF Administrators—as well as more seasoned CCDF Administrators—will find the Fundamentals of 
CCDF Administration website helpful for the following: 

♦ Providing introductory or refresher training, including as a part of an onboarding process for CCDF 
Administrators as well as for Lead Agency staff and administration as applicable 

♦ Training other Lead Agency staff; for example, quality, licensing, or subsidy staff 

♦ Understanding and planning for required CCDF activities, for example market rate survey, quality 
performance report, and public hearing  

♦ Searching for information on a specific CCDF administration topic 

♦ Shared training with collaborative partners such as those in the State Advisory Council and agency staff in 
state departments of health, education, or the lead agency for Temporary Assistance for Needy Families 
(TANF). 

About the Office of Child Care 
The Office of Child Care (OCC) is part of the Administration for Children and Families, under the U.S. Department 
of Health and Human Services. OCC’s work is best summed up by the following mission statement: 

The Office of Child Care supports low-income working families by improving access to affordable, high-
quality early care and afterschool programs. OCC administers the Child Care and Development Fund 
(CCDF) and works with state, territory, and tribal governments to provide support for children and their 
families juggling work schedules and struggling to find child care programs that will fit their needs and that 
will prepare children to succeed in school. 

CCDF also improves the quality of care to promote children’s healthy development and learning by 
supporting child care licensing, quality improvement systems to help programs meet higher standards, 
and training and education for child care workers. The Office of Child Care establishes and oversees the 
implementation of child care policies and provides guidance and technical assistance to states, tribes, 
and territories as they administer CCDF programs.3 

 
3 Office of Child Care. (n.d.). OCC fact sheet. U.S. Department of Health and Human Services, Administration for Children and Families. 
https://www.acf.hhs.gov/occ/fact-sheet  

https://childcareta.acf.hhs.gov/centers/tribal-child-care-capacity-building-center
https://childcareta.acf.hhs.gov/ccdf-fundamentals
https://childcareta.acf.hhs.gov/ccdf-fundamentals
https://www.acf.hhs.gov/occ/fact-sheet-occ
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Part 5. Ensure Equal Access to Child Care for Low-Income 
Children 
This part includes an overview of grants and contracts, market rate survey and Administration for Children and 
Families (ACF) pre-approved alternative methodology requirements, setting payment rates, and timely payments 
to providers. 

Increasing Access to Child Care for Children from Low-Income Families 

 

The Child Care Development Block Grant (CCDBG) Act of 2014 specified dates when certain provisions were 
effective and allowed Lead Agencies time to implement the requirements: 

♦ Monitoring, including annual inspections of Child Care Development Fund (CCDF) providers became effective 
on November 19, 2016. 

♦ Posting results of monitoring and inspection reports became effective on November 19, 2017.  

♦ Comprehensive background checks became effective on September 30, 2017 (further clarification is provided 
in part 6). 

♦ Where the Act did not specify a date, the statutory requirements became effective upon the date of enactment 
(November 19, 2014), and states had until September 30, 2016, to implement them. 
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Maximize Parental Choice and Implement Supply Building 
Mechanisms4 
Child care certificates, also referred to as vouchers, are issued by Lead Agencies directly to parents to confirm 
eligibility for payment for child care. States5 may issue certificates of eligibility before parents select a provider, 
but certificates are often linked to a specific provider of the parent’s choice.  

Some Lead Agencies also provide services through grants or contracts with eligible providers to directly serve 
CCDF eligible families. Grants and contracts may be used for increasing supply and quality of services for 
children in underserved areas and underserved populations (such as children with special needs or infants and 
toddlers), or for coordinating services with other programs (such as Head Start, prekindergarten, or afterschool 
care). Grants and contracts are also used to increase the supply of high-quality care. 

The CCDBG Act emphasizes that Lead Agencies should increase the number and percentage of low-income 
children in high-quality settings. Lead Agencies have flexibility in determining the payment mechanisms for 
providing eligible low-income families with assistance. However, when grants and contracts are used, Lead 
Agencies must give parents the option of a child care voucher, even if a contracted slot is available. 

Lead Agencies must ensure that, to the extent possible, parents have the opportunity to 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 non-CCDF families. This supports families’ needs and preferences for their children. Child care settings 
include center-based care, family child care (FCC), and in-home child care. 

Regardless of which payment strategy is used, parents must have unlimited access to their children whenever 
their children are in the care of a provider who receives CCDF funds. Lead Agencies must certify and describe the 
procedures that ensure unlimited parental access.  

Lead Agencies must identify shortages in the supply of high-quality child 
care providers that meet parents’ need and preferences. Existing needs 
assessments and population data collected by State Advisory Councils, 
Head Start State Collaboration Offices, child care resource and referral 
agencies, and Head Start and Early Head Start grantees may help states 
make a determination of which needs are most pressing and how best to 
target state and CCDF funds to build the supply of quality care for 
particular populations. 

States must also include whether they plan to use grants and contracts in 
building supply, and how supply-building mechanisms will address the 
needs identified. Their descriptions must 

♦ identify shortages in the supply of high-quality child care providers,  

♦ list the data sources used to identify shortages, and  

♦ describe the method of tracking progress to support equal access and parental choice.  

 
4 CCDBG Act of 2014 658E(c)(2)(A), 658P(2); Child Care and Development Fund, 45 C.F.R. § 98.30(a) (2016). 

5 CCDF regulations define state as follows: “any of the States, the District of Columbia, the Commonwealth of Puerto Rico, the Virgin Islands 
of the United States, Guam, American Samoa, the Commonwealth of the Northern Marianas Islands, and includes Tribes unless otherwise 
specified” [Child Care and Development Fund, 45 C.F.R. § 98.2 (2016)]. For ease of reading, the term state is used inclusively throughout this 
resource unless otherwise specified. 

Parental Choice 
Parents should have the opportunity 
to choose from the full range of 
eligible child care settings:  

 Center-based care: Care in a 
nonresidential, commercial-type 
setting 

 Family child care: Care in the 
provider’s home 

 In-home care: Care in the 
child’s home 
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The key to increasing access to child care for at-risk populations is increasing the supply of child care services in 
underserved areas and for targeted groups. The law and final rule require states to develop strategies for 
increasing the supply and quality of child care services for these groups: 

♦ Children in underserved areas 

♦ Infants and toddlers 

♦ Children with disabilities 

♦ Children in nontraditional-hour care.  

These strategies may include using grants and contracts, targeted FCC Support, start-up funding, technical 
assistance support, recruitment of providers, tiered payment rates to providers, support for improving business 
practices, accreditation supports, child care health consultation, mental health consultation, and other strategies 
identified by the state. States must report in their CCDF Plans which strategies they use to increase the supply 
and improve the quality of child care services for 
underserved populations. 

The use of grants and contracts, as well as vouchers, 
is an allowable strategy for addressing the needs of 
underserved populations and communities. States can 
award grants and contracts to providers in order to 
provide financial incentives to offer care for special 
populations, require higher quality standards, and 
guarantee certain numbers of slots to be available for 
low-income children eligible for subsidy.  

Grants and contracts can provide financial stability for 
child care providers by paying in regular installments, 
paying based on maintenance of enrollment, or paying prospectively rather than on a reimbursement basis. 
Without stable funding, it can be difficult for providers—particularly those in low-income or rural communities—to 
pay for the higher costs associated with providing high-quality child care. States are encouraged to explore how 
grants and contracts can be used as part of a strategy to increase the supply of high-quality care. While Lead 
Agencies may use grants and contracts to build supply, they must still provide CCDF families with the option of 
choosing a certificate or voucher to access child care. 

Lead agencies must also prioritize investments for increasing access to high-quality child care and development 
services for children of families in areas that have significant concentrations of poverty and unemployment and do 
not currently have sufficient numbers of such programs. 

Assessing Market Rates and Analyzing the Cost of Child Care6 
The objective in determining the market rate is to understand what the general population is being charged for 
child care services by providers, so that payment rates can be set to allow CCDF families equal access to the full 
range of child care available to families not receiving subsidies. While there is no threshold set for equal access, a 
benchmark of the 75th percentile of rates reported in the market rate survey is recommended for payment rates. 

Based on the requirements in the CCDBG Act, Lead Agencies must conduct, no earlier than 2 years before the 
date of submission of their CCDF Plan, a statistically valid market rate survey or ACF pre-approved alternative 
methodology such as a cost estimation model to set provider payment rates. Lead Agencies must reevaluate their 
rates at least every 3 years. A market rate survey is an examination of fees that child care providers typically 
charge and parents typically pay per unit of care (for example, per week or per hour) in the priced child care 
market. Assessing costs could be part of an ACF pre-approved alternative methodology to conducting a market 

 
6 CCDBG Act of 2014 658E(c)(4); Child Care and Development Fund, 45 C.F.R. § 98.45 (2016). 



CCDF Fundamentals Resource Guide 

February 2022 7 

rate survey or it could refer to conducting a narrow cost analysis. Regardless of the method selected (market rate 
survey or ACF pre-approved alternative methodology) a narrow cost analysis is required. 

A market rate survey must reflect variations in the price of child care services by geographic area, type of 
provider, and age of child. The Administration for Children and Families (ACF) established a set of benchmarks, 
largely based on CCDF-funded research, to identify the components of a valid and reliable market rate survey.7 
For additional resources on market rate surveys, we recommend states consult Market Rate Survey Training. 

Based on the findings from the CCDF-funded research, in order for a market rate survey to be statistically valid 
and reliable, it must  

♦ represent the child care market,  

♦ provide complete and current data, 

♦ use rigorous data collection procedures,  

♦ reflect geographic variation, and  

♦ analyze data in a manner that captures other relevant differences.  

For guidance on the validity of market rate surveys, we recommend that states consult the ACF-funded Study of 
Market Prices: Validating Child Care Market Rate Surveys. 

CCDF regulations require Lead Agencies to consult with 1) the State Advisory Council or similar coordinating 
body, local child care program administrators, local child care resource and referral agencies, and other 
appropriate entities and 2) organizations representing caregivers, teachers, and directors before developing and 
conducting their market rate survey or ACF pre-approved alternative methodology approaches. 

Once the market rate survey or ACF pre-approved alternative methodology is completed, Lead Agencies must 
prepare a detailed report containing the results of the survey or ACF pre-approved alternative methodology. The 
report must be made widely available, including by posting the results on the Internet, no later than 30 days after 
completion of the report. The detailed report must include these elements: 

♦ The results of the market rate survey or ACF pre-approved alternative methodology. 

♦ The estimated cost of care (including any relevant variation by geographic location, category of provider, or 
age of child) necessary to support the following: (1) the child care providers’ implementation of the health, 
safety, quality, and staffing requirements; and (2) higher quality care at each level of quality, as defined by the 
Lead Agency using a quality rating and improvement system (QRIS) or other system of quality indicators. For 
states without a QRIS or for a state with a QRIS system that is currently limited to only certain providers, 
those states may use other quality indicators (for example, provider status related to accreditation, PreK 
standards, Head Start performance standards, school-age quality standards, or state defined quality 
measures). 

♦ The Lead Agency’s response to the public and stakeholder views and comments. 

Finally, Lead Agencies must set CCDF subsidy payment rates in accordance with the results of the most recent 
market rate survey or ACF pre-approved alternative methodology. 

 
7 Grobe, D., Weber, R., Davis, E., Kreader, L., & Pratt, C. (2008). Study of market prices: Validating child care market rate surveys. Oregon 
State University Family Policy Program, Oregon Child Care Research Partnership. 

https://childcareta.acf.hhs.gov/market-rate-survey-training-0
https://www.researchconnections.org/childcare/resources/14724
https://www.researchconnections.org/childcare/resources/14724
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ACF Pre-Approved Alternative Methodology  

The law allows Lead Agencies the option to conduct a statistically valid and reliable ACF pre-approved alternative 
methodology developed by the state (such as a cost estimation model) instead of or in addition to the market rate 
survey described in the previous section. While a market rate survey measures prices charged by child care 
providers, a cost estimation model estimates the cost of care by incorporating both data and assumptions to 
model what expected costs would be incurred by child care providers and parents under different cost scenarios 
(such as participating in the levels of a quality rating and improvement system). Another approach would be a 
cost study that collects cost data at the facility or program level to measure the costs (or inputs used) to deliver 
child care services. Many child care providers report that they are unable to set published prices that reflect the 
full cost of providing quality services because parents would be unable to pay these prices. As a result, the 
published prices reflected in market rate surveys are not always adequate to cover providers' full costs, 
particularly for high-quality care. 

Cost estimation models should account for key factors that affect the cost of service delivery, such as 

♦ staff salaries and benefits,  

♦ training and professional development,  

♦ curricula and supplies, 

♦ group size and ratios, 

♦ enrollment levels, 

♦ licensing requirements 

♦ quality level 

♦ facility size and  

♦ other factors.  

Such models should also take into account that costs vary across submarkets, such as by  

♦ provider type (for example, center or family home), 

♦ geographic groupings (for example, by locality or urban versus rural),  

♦ age of child (for example, infants and toddlers, preschoolers, and school-age children),  

♦ quality of care, and  

♦ other considerations (for example, care for children with disabilities or special health needs). 

Lead Agencies should be aware of a few key points about the use of an ACF pre-approved alternative 
methodology to set payment rates: 

♦ Any alternate methodology used in lieu of a market rate survey must be approved in advance by the 
Administration for Children and Families as part of the CCDF Plan development and review process.  

♦ The methodology must describe how it will use current data and what metrics the Lead Agency will use to set 
rates based on the alternative methodology. 

♦ The Lead Agency will also need to describe the estimated reporting burden and cost to conduct the 
alternative approach. 
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♦ Advance approval is not required if the state plans to implement both a market rate survey and an ACF pre- 
approved alternative methodology. 

Setting Payment Rates 
CCDF subsidy payment rates must be set in accordance with the results of the most recent market rate survey or 
ACF pre-approved alternative methodology. Payment rates may not vary based on family eligibility status, such 
as Temporary Assistance for Needy Families status. However, Lead Agencies may choose to differentiate 
provider payment rates based on factors such as  

♦ geographical area,  

♦ age or needs of the child, and  

♦ nontraditional hours of care.  

The law requires states to reevaluate their existing payment rates at least every 3 years to determine whether 
they continue to provide equal access based on present market conditions, which may change over time as a 
result of shifts in local markets or inflation. Rates should also be examined and updated as states deem 
appropriate to keep pace with inflation. In the CCDF Plan, states will be asked to provide the date of their most 
recent market rate survey or ACF pre-approved alternative methodology. 

Base provider payment rates should be sufficient to enable providers to meet health, safety, quality, and staffing 
requirements.9  

Lead Agencies can choose to establish tiered rates, differential rates, or add-ons on top of their base rates as a 
way to increase payment rates for targeted needs (for example a higher rate for children with special needs as 
both an incentive for providers to serve children with special needs and as a way to cover the higher costs to the 
provider to provide care for children with special needs). Lead agencies may pay providers more than their private 
pay rates as an incentive or to cover costs for higher quality care. 

Lead Agencies may give higher rates as a way to improve quality or increase the supply of certain types of care 
(for example, infant and toddler, school-age, nontraditional hours). Linking enhanced subsidy rates to higher 

 
8 Office of Child Care. (n.d.). Provider cost of quality calculator. U.S. Department of Health and Human Services, Administration for Children 
and Families. https://www.ecequalitycalculator.com/Login.aspx 

9 Child Care and Development Fund, 45 C.F.R. § 98.45(f)(2)(ii) (2016). 

The Provider Cost of Quality Calculator 
Lead Agencies may use the Provider Cost of Quality Calculator (PCQC) or similar tool to estimate the 
cost of care. The PCQC is an easy-to-use web-based tool that calculates the cost of quality—based 
on site-level provider data—to help state policymakers understand the costs associated with delivering 
high-quality child care services. States can use the PCQC to take into account the cost of quality and 
inform an ACF pre-approved alternative methodology for setting payment rates. The tool can 
demonstrate whether there is a gap between the cost of providing quality services and the revenue 
sources available to support a program. Knowing the size of the gap at different quality levels for 
various types of providers can inform the design of financial support and incentive packages. The 
PCQC is free to use and publicly available on the National Center for Early Childhood Quality 
Assurance website.8 

https://www.ecequalitycalculator.com/Login.aspx
https://childcareta.acf.hhs.gov/pcqc
https://childcareta.acf.hhs.gov/pcqc


CCDF Fundamentals Resource Guide 

February 2022 10 

quality is an important component of promoting quality, particularly when implemented in conjunction with other 
ongoing financial supports, assistance, and incentives. 

The law requires states to take into consideration the cost of providing higher quality care than was provided 
before the CCDBG Act of 2014 when setting payment rates. Under the final rule, states may define higher quality 
care using a quality rating and improvement system or other system of quality indicators.  

Lead Agencies must consider how payment rates compare to the estimated cost of care at each level of higher 
quality. States may take different approaches to setting rates for higher quality care, including the following: 

♦ Increasing base payment rates 

♦ Using pay differentials or higher rates for higher quality care  

♦ Issuing direct grants or contracts that pay higher rates for child care services that meet higher quality 
standards 

Besides tiered payment, other approaches could include the following: 

♦ Setting rates after considering the cost of providing quality care by using a cost estimation model or other 
method, including any increased costs and provider fees because of COVID-19, and how such costs may be 
modified after the pandemic subsides 

♦ Tracking the participation rate of high-quality providers in the subsidy system (using, for example, indicators 
from a quality rating system to measure provider quality) and adjusting payment rates if necessary  

Summary of Facts Used to Determine Payment Rates10  

States are required to provide a summary of the data and facts used to determine that payment rates are 
sufficient to allow subsidized families equal access to care. This summary should include the following: 

1. How the choice of the full range of providers is made available, including the extent to which child care 
providers participate in the CCDF subsidy system, and any barriers to participation 

2. How payment rates are adequate and have been based on the most recent market rate survey or ACF pre- 
approved alternative methodology 

3. How base payment rates enable child care providers to meet health, safety, quality, and staffing 
requirements 

4. How the Lead Agency took the cost of higher quality child care into account, including how payment rates 
for higher quality care relate to the estimated cost of that care at each level of quality 

5. How copayments are affordable, a rationale for the Lead Agency’s policy on whether child care providers 
may charge additional amounts to families above the required family copayment, and data on the extent to 
which CCDF providers charge such amounts 

6. How payment practices support equal access to a range of providers 

7. How and on what factors the Lead Agency differentiates payment rates 

8. Any additional facts considered by the Lead Agency 

 
10 CCDBG Act of 2014 658E(c)(4); Child Care and Development Fund, 45 C.F.R. § 98.45 (2016). 
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In addition, other facts or considerations states might use in determining equal access include the following: 

♦ Payment rates set at the 75th percentile benchmark or higher, based on the most recent market rate survey 
results 

♦ Data on the size of the difference between payment rates and the 75th percentile 

♦ Data on the proportion of children being served over time and where children are being served (that is, 
whether they are being served by the full range of providers) 

♦ Data on the percentage of subsidy-eligible children being served by high-quality providers 

♦ Views and comments of the public obtained in accordance with regulation as presented at 45 C.F.R. 98.45(e)  

States are encouraged to reference this resource: CCDF Payment Rates: Understanding the 75th Percentile.  

Payment Practices and Timeliness of Payments11,12  
In order to provide stable funding and encourage more child care providers to participate in the subsidy program, 
provider payment practices should reflect the generally accepted practices of providers who care for children not 
receiving subsidies. In many instances, subsidy payments are unpredictable and are based on the attendance of 
individual children, meaning that providers cannot rely on stable assistance. When providers do not have stable 
funding sources, they cannot commit to hiring highly trained staff and are often unable to provide staff training and 
professional development opportunities. All of these practices are contrary to the CCDF purposes of delivering 
high-quality, coordinated early childhood care and education services to maximize parents’ options and increasing 
the number and percentage of low-income children in high-quality child care settings. 

Generally accepted payment practices are practices that align with the private-paying child care market in order to 
encourage providers to accept children receiving subsidies and enable families to retain child care services. The 
CCDF final rule requires the following practices (unless the Lead Agency provides evidence that they are not 
generally accepted in the state or service area or among particular categories or types of providers): 

 Paying on a part-time or full-time basis (rather than paying for hours of service or smaller increments of time). 

 Paying for reasonable mandatory registration fees that the child care provider charges to private-paying 
parents. States have the option of covering costs such as fees for the application to the program, transportation, 
and field trips. 

 
Under the final rule, states must also do the following: 

 
11 CCDBG Act of 2014 658E(c)(2)(S), 658E(c)(4)(B)(iv); Child Care and Development Fund, 45 C.F.R. § 98.45(l) (2016). 

12 Ibid.  

https://childcareta.acf.hhs.gov/sites/default/files/public/508ed-75th_percentile_exercise_1.pdf
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 Ensure that child care providers receive payment for any services in accordance with a written payment 
agreement or authorization for services that includes, at a minimum, information regarding provider payment 
practices, including rates, schedules, any fees charged to providers, including fees related to COVID-19, and the 
dispute-resolution process. 

 Ensure that child care providers receive prompt notice of changes to a family’s eligibility status that may affect 
payment, and that such notice is sent to providers no later than the day the Lead Agency becomes aware that 
such a change will occur. 

 Include timely appeal and resolution processes for any payment inaccuracies and disputes. 

The Act requires Lead Agencies to, to the extent practicable, implement enrollment and eligibility policies that 
support the fixed costs of providing child care services by delinking provider payment rates from an eligible child’s 
occasional absences because of holidays or unforeseen circumstances such as illness. Additionally, paying for 
days when children are occasionally absent helps promote continuity of care by allowing providers to retain 
children’s slots without incurring a financial loss. Child care programs have fixed costs (staff, facilities, and the 
like) that must be paid regardless of whether a child is present on a particular day. Private-paying parents 
generally pay for an entire period (for example, a week or month) even if their children are out sick within that 
period.  

In accordance with this provision, the final rule 
requires Lead Agencies to adopt one of the 
following options: 

♦ Pay based on a child’s enrollment rather 
than attendance  

♦ Provide full payment if a child attends at 
least 85 percent of the authorized time 

♦ Provide full payment if a child is absent for 
5 or fewer days in a month 

♦ An alternative approach for which the Lead 
Agency provides a justification in its Plan 

In an effort to support parental choice and equal access to the full range of child care options, Lead Agencies may 
choose the option to allow providers to charge families additional amounts above the required copayment in 
instances where the provider’s price exceeds the subsidy payment. If the Lead Agency elects this option in its 
payment practices, the CCDF Plan must address the following: 

♦ Provide the rationale to allow providers to charge families additional amounts above the required copayment, 
including demonstrating how the policy promotes affordability and access for families.  

♦ Provide data (including data on the size and frequency of such amounts) on the extent to which CCDF 
providers charge additional amounts to families.  

♦ Describe the analysis of the interaction between the additional amounts charged to families with the required 
family copayment and the ability of current subsidy payment rates to provide access to care without additional 
fees. 

Continuity of Care 
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Timely Payments 

Finally, the CCDBG Act requires timely payments. Under the final rule, Lead Agencies must ensure timely 
provider payments by either paying prospectively before delivery of services, or paying within no more than 21 
calendar days of the receipt of a complete invoice for services. 

As a way of ensuring that payment practices are fair to providers and support high-quality services, states should 
examine their administrative mechanisms. A few approaches to consider are establishing a timeframe for issuing 
payments, using administrative data to track progress made in increasing or maintaining timeliness, and seeking 
input from providers on ways to improve payment practices. The following administrative improvements are 
examples of strategies states have implemented to improve payment practices: 

♦ Direct deposit 

♦ Online training for providers for electronic voucher payment 

♦ Provider self-service components in an automated system for children authorized into their care  

♦ Web-based electronic attendance and billing systems 

Parental Choice in Relation to Certificates, Grants, and Contracts13 
Child care certificates, also referred to as vouchers, are issued by 
Lead Agencies directly to parents to confirm eligibility for payment 
for child care. States14 may issue certificates of eligibility before 
parents select a provider, but certificates are often linked to a 
specific provider of the parent’s choice.  

Some Lead Agencies also provide services through grants or 
contracts with eligible providers to directly serve CCDF–eligible 
families. Grants and contracts may be used for increasing supply 
and quality of services for children in underserved areas and 
underserved populations (such as children with special needs or 
infants and toddlers), or for coordinating services with other 
programs (such as Head Start, prekindergarten, or afterschool 
care). Grants and contracts are also used to increase the supply of 
high-quality care. 

The CCDBG Act emphasizes that Lead Agencies should increase 
the number and percentage of low-income children in high-quality settings. Lead Agencies have flexibility in 
determining the payment mechanisms for providing eligible low-income families with assistance. However, when 
grants and contracts are used, Lead Agencies must give parents the option of a child care voucher, even if a 
contracted slot is available. 

Lead Agencies must ensure that, to the extent possible, parents have the opportunity to 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 non-CCDF families. This supports families’ needs and preferences for their children. Child care settings 
include center-based care, family child care, and in-home child care. 

 
13 CCDBG Act of 2014 658E(c)(2)(A), 658P(2); Child Care and Development Fund, 45 C.F.R. § 98.30(a) (2016). 

14 CCDF regulations define state as follows: “any of the States, the District of Columbia, the Commonwealth of Puerto Rico, the Virgin Islands 
of the United States, Guam, American Samoa, the Commonwealth of the Northern Marianas Islands, and includes Tribes unless otherwise 
specified” [Child Care and Development Fund, 45 C.F.R. § 98.2 (2016)]. For ease of reading, the term state is used inclusively throughout this 
resource unless otherwise specified. 

Parental Choice 
Parents should have the opportunity 
to choose from the full range of 
eligible child care settings:  

 Center-based care: Care in a 
nonresidential, commercial-type 
setting 

 Family child care: Care in the 
provider’s home 

 In-home care: Care in the 
child’s home 
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Regardless of which payment strategy is used, parents must have unlimited access to their children whenever 
their children are in the care of a provider who receives CCDF funds. Lead Agencies must certify and describe the 
procedures that ensure unlimited parental access.  

Supply-Building Strategies to Meet the Needs of Certain Populations15 

The key to increasing access to child care for at-risk populations is increasing the supply of child care services in 
underserved areas and for targeted groups. The law and final rule require states to develop strategies for 
increasing the supply and quality of child care services for these groups: 

♦ Children in underserved areas 

♦ Infants and toddlers 

♦ Children with disabilities 

♦ Children in non-traditional hour care  

♦ Areas with high concentrations of unemployment that do not currently have sufficient numbers of high-quality 
child care 

These strategies may include using grants and contracts, establishing alternative payment rates to providers, and 
offering child care vouchers. States must report in their CCDF Plans which strategies they use to increase the 
supply and improve the quality of child care services for underserved populations.  

States must also include whether they plan to use grants and contracts in building supply, and how supply-
building mechanisms will address the needs identified. Their descriptions must 

♦ identify shortages in the supply of high-quality child care providers,  

♦ list the data sources used to identify shortages and declines in the supply of care types that meet parents’ 
needs, and  

♦ describe the method of tracking progress to support equal access and parental choice.  

The use of grants and contracts, as well as vouchers, is an 
allowable strategy for addressing the needs of underserved 
populations and communities. States can award grants and 
contracts to providers in order to provide financial incentives to 
offer care for special populations, require higher quality standards, 
and guarantee certain numbers of slots to be available for low-
income children eligible for subsidy.  

Grants and contracts can provide financial stability for child care 
providers by paying in regular installments, paying based on 
maintenance of enrollment, or paying prospectively rather than on 
a reimbursement basis. Without stable funding, it can be difficult 
for providers—particularly those in low-income or rural 
communities—to pay for the higher costs associated with providing 
high-quality child care. While Lead Agencies may use grants and 
contracts to build supply, they must still provide CCDF families 

 
15 CCDBG Act of 2014 658 E(c)(2)(M); Child Care and Development Fund, 45 C.F.R. § 98.46(b) (2016). 

Grants, Contracts, and Vouchers 
Lead Agencies may provide services 
through grants and contracts with 
eligible providers to directly serve 
CCDF-eligible families. 

Child care vouchers, also referred to 
as certificates, are issued by Lead 
Agencies directly to parents to confirm 
eligibility for payment for child care 
services. 
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with the option of choosing a certificate or voucher to access child care.16 

As an example, grants and contracts may be used to support the following: 

♦ Family child care networks  

♦ Start-up funding 

♦ Technical assistance support  

♦ Recruitment of providers 

♦ Tiered payment rates 

♦ Support for improving business practices, such as management training, paid sick leave, and shared services  

♦ Accreditation supports 

♦ Child care health consultation 

♦ Mental health consultation 

Existing needs assessments and population data collected by State Advisory Councils, Head Start State 
Collaboration Offices, CCR&R, and Head Start and Early Head Start grantees may help states make a 
determination of which needs are most pressing and how best to target state and CCDF funds to build the supply 
of quality care for particular populations. 

Additional Resources 

♦ Market Rate Survey Series (March 2018), by the National Center on Child Care Subsidy Innovation and 
Accountability. 

♦ Guidance on Estimating and Reporting the Costs of Child Care (January 2018), by the National Center on 
Early Childhood Quality Assurance and the National Center on Child Care Subsidy Innovation and 
Accountability.  

♦ Equal Access Resources (2021) These resources, along with modules on market rate surveys, provide 
guidance on estimating costs of care and other tools and briefings on this topic support a deeper 
understanding of the comprehensive approach needed to assure equal access to child care. 

♦ Addressing the Decreasing Number of Family Child Care Providers in the United States (March 2020) Action 
is needed to ensure that FCC remains a strong, healthy component of the early childhood education system. 
This brief examines the reasons FCC homes close and offers information that your state, territory, or tribe can 
use to solve this problem. 

♦ The New Normal: What Is the Impact on Provider Costs? (December 2020) This one-pager explains how the 
Provider Cost of Quality Calculator can help states, territories, and tribes understand the costs of COVID-19 
mitigation practices in early care and education settings and can inform the design of financial support and 
incentive packages.  

  

 
16 CCDBG Act of 2014 658E(c)(2)(A); Child Care and Development Fund, 45 C.F.R. § 98.30(a) (2016). 

https://childcareta.acf.hhs.gov/resource/market-rate-survey-series
https://childcareta.acf.hhs.gov/resource/guidance-estimating-and-reporting-costs-child-care
https://childcareta.acf.hhs.gov/equal-access-resources
https://childcareta.acf.hhs.gov/resource/addressing-decreasing-number-family-child-care-providers-united-states
https://childcareta.acf.hhs.gov/resource/new-normal-what-impact-provider-costs
https://childcareta.acf.hhs.gov/pcqc
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Appendix A. Glossary and List of Acronyms  

Glossary of Key Terms  
CCDBG: Created by the Omnibus Budget and Reconciliation Act of 1990. The CCDBG was reauthorized in 1996 
under the Personal Responsibility and Work Opportunity Reconciliation Act of 1996. Funding began in FY 1991 to 
provide states the opportunity to increase the availability, affordability, and quality of child care services. In 
November 2014, the CCDBG Act of 2014 was enacted into law.  

CCDF: Consolidated entitlement and discretionary child care funding program created in 1996 as a result of the 
Personal Responsibility and Work Opportunity Reconciliation Act. CCDF consists of discretionary funds 
authorized by the CCDBG Act and entitlement (or mandatory and matching) funds provided by the Social Security 
Act. 

Note: CCDF is the regulatory term; this language is not directly found in the statutes. 

Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (PRWORA), Public Law 104-
193: Statutory provisions unified a fragmented child care subsidy system to form CCDF, which replaced child care 
programs under title IV-A of the Social Security Act—Aid to Families with Dependent Children (AFDC), Child 
Care, Transitional Child Care, and At-Risk Child Care. The Act repealed AFDC, Job Opportunities and Basic 
Skills Training and Emergency Assistance, and created Temporary Assistance for Needy Families and Native 
Employment Works. This law also amended the CCDBG Act to increase funding levels. 

Temporary Assistance for Needy Families (TANF): A comprehensive welfare reform program with time-limited 
assistance that focuses on moving recipients into work. TANF assistance to families can include child care, and 
states and territories can transfer 30 percent of TANF funds to the child care program. Once TANF funds are 
transferred, requirements of CCDF must be met for any services supported by the transferred funds. 
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Abbreviations and Acronyms 
ACF Administration for Children and Families 

ACYF Administration on Children, Youth, and Families 

AFDC Aid to Families with Dependent Children 

AI/AN American Indian and Alaska Native; may also be referred to as tribal 

CACFP Child and Adult Care Food Program 

CAPTA Child Abuse Prevention and Treatment Act 

CBC Comprehensive background check 

CCDBG Child Care and Development Block Grant 

CCDF Child Care and Development Fund 

CCR&R Child care resource and referral (often used in the context of CCR&R agencies) 

CCTAN Child Care Technical Assistance Network 

C.F.R. Code of Federal Regulations 

ECE Early Childhood Education  

EHCY Education for Homeless Children and Youth 

ELDGs Early learning and development guidelines 

EPSDT Early and Periodic Screening, Diagnosis, and Treatment 

FFY and FY Federal fiscal year and fiscal year 

HHS U.S. Department of Health and Human Services 

HS Head Start 

IDEA Individuals with Disabilities Education Act 

IM Information memorandum 

IPIA Improper Payments Information Act of 2002 

I/T Infant and toddler 

JOBS Job Opportunities and Basic Skills 
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LEA Local educational agency 

LIHEAP Low-Income Home Energy Assistance Program 

MRS Market rate survey 

MOE Maintenance of effort 

NAEYC National Association for the Education of Young Children  

NAFCC National Association for Family Child Care  

NARA National Association for Regulatory Administration 

NICCA National Indian Child Care Association 

OCC Office of Child Care  

OHS Office of Head Start 

OMB Office of Management and Budget 

PCQC Provider Cost of Quality Calculator 

PI Program Instruction 

PRWORA Personal Responsibility and Work Opportunity Reconciliation Act of 1996 

QPR Quality Progress Report 

QRIS Quality rating and improvement system 

RO Regional office (Office of Child Care) 

RPM Regional Program Manager  

SAC State Advisory Council 

SCHIP State Children’s Health Insurance Program 

SDAP Sampling Decisions, Assurances, and Fieldwork Preparation Plan  

SNAP Supplemental Nutrition Assistance Program 

SMI State median income 

TA Technical assistance 

T&TA Training and technical assistance 
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TANF Temporary Assistance for Needy Families 

U.S.C. United States Code 

WIC Special Supplemental Nutrition Program for Women, Infants, and Children 
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State Capacity Building Center,  
A Service of the Office of Child Care 
9300 Lee Highway 
Fairfax, VA 22031 

Phone: 877-296-2401  
Email: CapacityBuildingCenter@ecetta.info 

Subscribe to Updates 
http://www.occ-cmc.org/occannouncements_sign-up/ 

The State Capacity Building Center (SCBC) works with 
state and territory leaders and their partners to create 
innovative early childhood systems and programs that 
improve results for children and families. The SCBC is 
funded by the U.S. Department of Health and Human 
Services, Administration for Children and Families, 
Office of Child Care. 
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