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Overview of Child Care and 
Development Fund Program 
Funding in the American Rescue 
Plan Act – States and Territories 

Introduction 
The American Rescue Plan (ARP) Act (Public Law [P.L.] 117-2) was signed on March 11, 2021, and 
appropriates almost $39 billion in new, one-time child care funding.1 The ARP Act is the third package 
to provide child care funding in response to the COVID-19 public health emergency. 

Federal COVID-19 Related Funding for Child Care 

Coronavirus Aid, Relief, 
and Economic Security 
(CARES) Act 
(P.L. 116-136) 

Coronavirus Response and 
Relief Supplemental 
Appropriations (CRRSA) Act 
(P.L. 116-260) 

American Rescue Plan 
(ARP) Act 
(P.L. 117-2) 

Date of Enactment March 27, 2020 December 27, 2020 March 11, 2021 

Amount for Child Care $3.5 billion $10 billion $39 billion 

Funding Streams CCDF Supplemental 
Discretionary 

CCDF Supplemental 
Discretionary 

Child Care 
Stabilization 
Grants 

CCDF 
Supplemental 
Discretionary 

Obligation Date September 30, 2022 September 30, 2022 See next section 

Liquidation Date September 30, 2023 September 30, 2023 See next section 

ARP Act Obligation and Liquidation Periods 
New ARP Act child care funds include two separate funding streams totaling approximately $39 
billion. Each funding stream has separate obligation and liquidation periods. 

Funding Stream Child Care Stabilization Grants CCDF Supplemental Discretionary 

Amount 
(Total: $39 billion) 

$23.975 billion $14.99 billion 

Obligation Date September 30, 2022 September 30, 2023 

Liquidation Date September 30, 2023 September 30, 2024 

Use of Funds and Requirements: CCDF Supplemental Discretionary 
The ARP Act includes nearly $15 billion in supplemental CCDF Discretionary funds. The funding is 
designed to address failures in the child care system that were intensified by the COVID-19 health 
emergency. Lead agencies can use these flexible resources to increase rates for child care providers 

1 The American Rescue Plan Act also included $3.55 billion in mandatory and matching CCDF program funds, an increase of $633 million over FY 2020 appropriations. 
This increase to an existing funding stream is permanent and did not include new program requirements.  
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and help more families afford and access child care. These funds are allocated using the formula 
used to award Child Care and Development Fund (CCDF) Discretionary funding.2 Similar to the 
CARES and CRRSA Act funds, these funds are subject to all CCDF program discretionary 
requirements except in certain instances, such as (1) a waiver of direct services and quality spending 
requirements and (2) funds are permitted to be used to provide care for essential workers without 
regard to income.  

Unlike the CARES and CRRSA Act funds, these ARP supplemental discretionary funds do not have 
to be used for COVID-19-related expenses. These funds must also be used to supplement, not 
supplant, other federal, state, and local public funds expended for child care services to eligible 
individuals. Previous COVID-19 funding had a non-supplantation requirement but did not specify 
“federal.” 

Use of Funds and Requirements: Stabilization Grant and Subgrants 
There is an urgent need to stabilize the child care sector. In response, the ARP Act includes 
approximately $24 billion for stabilization grants, giving states, territories, and Tribes an important 
opportunity to rebuild and stabilize the child care system. These funds, provided to Lead Agencies for 
distribution to providers through subgrants will support qualified child care providers and families 
dealing with the COVID-19 public health emergency.3 These funds come with the following 
requirements. 

Set-Aside for 
Administration, 
Supply-Building, and 
Technical 
Assistance 

State and territory Lead Agencies can use not more than 10 percent of stabilization grant funds 
to administer subgrants, provide technical assistance (TA) and support in applying for and 
accessing the subgrant opportunity, publicize the availability of the subgrants, carry out activities 
to increase the supply of child care, and provide TA to help child care providers implement 
policies. Tribal Lead Agencies may set aside up to 20 percent of their stabilization grant funds 
for such activities. 

Definition of Eligible 
and Qualified Child 
Care Providers 

To be an “eligible provider,” the provider shall (1) be eligible as defined in section 658P of the 
Child Care and Development Block Grant Act of 1990 or (2) be licensed, regulated, or 
registered in the state, territory, or Indian tribe on the date of enactment of this act (March 11, 
2021) and meet applicable state and local health and safety requirements. 
 
To be “qualified” to receive a subgrant, the provider must, on the date of the application 
submission, must be either (1) open and available to provide child care services or (2) closed 
due to public health, financial hardship, or other reasons relating to the COVID-19 public health 
emergency. 

Subgrant Amount 

The subgrant amount shall be based on the qualified provider’s stated current operating 
expenses, including costs associated with providing or preparing to provide child care services 
during the COVID-19 pandemic and, to the extent practicable, shall cover sufficient operating 
expenses to ensure continuous operations for the intended period of the subgrant. 

Non-Supplantation  Funds must be used to supplement, not supplant, other federal, state, and local public funds 
expended for child care services to eligible individuals.  

Additional Obligation 
Reporting 

Lead Agencies must notify the U.S. Department of Health and Human Services (HHS) if they 
are unable to obligate at least 50 percent of funds for the stabilization subgrants within 9 months 
of the date enactment (December 11, 2021). 

 
2 On June 11, 2021, the Office of Child Care published CCDF-ACF-IM-2021-03 that provides guidance on the ARP Act CCDF supplemental 
discretionary funds to states, territories, and Tribes. The IM is available at https://www.acf.hhs.gov/occ/policy-guidance/ccdf-acf-im-2021-03. 
3 On May 10, 2021, the Office of Child Care published CCDF-ACF-IM-2021-02 that provides guidance on the ARP Act child care stabilization funds to 
states, territories, and Tribes. The IM is available at https://www.acf.hhs.gov/occ/policy-guidance/ccdf-acf-im-2021-02.   
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Subgrant Application Requirements 
The Lead Agency shall make an application available on that agency’s website that includes the 
following certifications: 

 The provider applying will, when open and available to provide child care services, implement 
policies in line with guidance from the corresponding state, Tribal, and local authorities and in 
accordance with state, Tribal, and local orders, and, to the greatest extent possible, implement 
policies in line with guidance from the Centers for Disease Control and Prevention. 

 For each employee, the provider will pay at least the full compensation, including any benefits, 
that was provided to the employee as of the date of submission of the application for the subgrant 
(referred to here as “full compensation”), and will not take any action that reduces the weekly 
amount of the employee’s compensation below the weekly amount of full compensation, or that 
reduces the employee’s rate of compensation below the rate of full compensation, including the 
involuntary furloughing of any employee employed on the date of submission of the application for 
the subgrant. 

 The provider will provide relief from copayments and tuition payments for enrolled families, to the 
extent possible, and will prioritize such relief for families struggling to make either type of payment. 

The Lead Agency shall also accept and process subgrant applications submitted on a rolling basis 
and shall provide subgrant funds in advance of provider expenditures (with the exception of COVID-
19-related expenses obligated or expended by the provider before March 11, 2021). 

Use of Funds 
A qualified child care provider shall use subgrant funds for at least one of the following expenses: 

 Personnel costs, including payroll and salaries or similar compensation for an employee (including 
any sole proprietor or independent contractor), employee benefits, premium pay, or costs for 
employee recruitment and retention 

 Rent (including rent under a lease agreement) or payment on any mortgage obligation, utilities, 
facility maintenance or improvements, or insurance 

 Personal protective equipment, cleaning and sanitization of supplies and services, or training and 
professional development related to health and safety practices 

 Purchases of or updates to equipment and supplies to respond to the COVID-19 public health 
emergency 

 Goods and services necessary to maintain or resume child care services 
 Mental health supports for children and employees. 

Reimbursement 
The qualified child care provider may use the subgrant funds to reimburse the provider for sums 
obligated or expended before March 11, 2021, (the date of enactment of this act), for the cost of an 
allowable good or service (from the “Use of Funds” section above) to respond to the COVID-19 public 
health emergency. 
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