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Parental Choice in Relation to Certificates, Grants, or Contracts

(658E(c)(2)(A)); 658P(2); (658Q); (658E(c)(2)(B))	Comment by Kelso, Gail: TRACY – SIA referenced Reauth law this way. 

Child care certificates are issued by Lead Agencies directly to parents to confirm eligibility for payment for child care. Sometimes, these are referred to as vouchers. States may issue a certificate of eligibility before parents select a provider, but the certificate is often linked to a specific provider of the parent’s choice.

Some Lead Agencies also provide services through direct 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 care for children with special needs or for infants and toddlers), or 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 Reauthorization 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 grant and contracts are used, Lead Agencies must allow families the option to either use a contracted provider, or to receive a certificate to use with the eligible provider of their choice.

Lead Agencies must ensure that, to the extent possible, parents have the opportunity to choose from the full range of eligible child care settings. This supports families’ needs and preferences for their children. Child care settings include center-based care, family child care, group home child care, and in-home child care.

Parents must also have unlimited access to their children while they in the child care setting during operating hours. In their CCDF Plans, Lead Agencies certify and describe the procedures to ensure unlimited parental access.

Assessing Market Rates and Child Care Costs

(658E(c)(4)(B))

Lead Agencies are required to conduct a statistically valid market rate survey, or use an alternative methodology (such as a cost estimation model) to determine prices charged by child care providers and paid by the families that receive child care services, within a certain geographical area. The objective in determining the market rate is to understand what the general population is being charged for child care services, so that payment rates can be set to allow subsidized 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 prices reported in the market rate survey is suggested for payment rates.


The State must conduct either: (1) a market rate survey that reflects variations in the price of child care services by geographic area, type of provider, and age of child, or (2) an alternative methodology, such as a cost estimation model. The State must:	Comment by Kelso, Gail: TRACY - FAQ
· Use methods that are statistically valid and reliable in conducting a survey; in order to be statistically valid and reliable, a market rate survey 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 an ACF-funded report.
· Develop and conduct the survey or alternative methodology no earlier than two years before the date of submission of the CCDF Plan;
· Consult with the State Advisory Council, local child care program administrators, local child care resource and referral agencies, and other appropriate entities prior to developing and conducting the survey or alternative methodology.
· Prepare a detailed report containing the results of the survey or alternative methodology, and make the results widely available no later than 30 days after completion, including by posting the results on the Internet.
· Set CCDF subsidy payment rates in accordance with the results of the current market rate survey or alternative methodology.
The law allows for an alternative methodology, such as a cost estimation model, that has been developed by the State. While a market rate survey measures prices charged by child care providers, a cost estimation model would document the full cost to providers of delivering quality child care, or various levels of quality, such as the levels of a Quality Rating and Improvement System. 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 that are reflected in market rate surveys are not always adequate to cover the providers' full costs, particularly for high quality care.
Cost estimation models should account for key factors that impact the cost of service delivery such as: staff salaries and benefits; training and professional development; curricula and supplies; group size of children and staff-child ratios; enrollment levels; program size; facility costs (rent/mortgage, utilities); and other factors. Such models should also take into account that costs vary across submarkets, such as by: provider category (e.g., center, family home); geographic groupings (e.g., by locality, urban/rural); age of child (e.g., infants and toddlers, preschoolers, school-age); and other considerations (e.g., care for children with disabilities or special health needs).
The Provider Cost of Quality Calculator (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. 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 provider types can inform the design of financial support and incentive packages. States and Territories can use the PCQC to take into account the cost of quality and to inform an alternative methodology for setting payment rates. The PCQC is publically available on OCC Technical Assistance Network Website.	Comment by Kelso, Gail: TRACY - FAQ
NOTE: Any payment rates established using an alternative methodology or market rate survey must be reviewed and approved by ACF as part of the CCDF Plan review process. Because the alternative methodology is a new basis for setting payment rates, we highly encourage any State considering an alternative methodology to submit a description of its proposed approach to the ACF Regional Office in advance of the Plan submittal—in order to avoid any delays with Plan approval.	Comment by Kelso, Gail: TRACY - FAQ

Setting Payment Rates

CCDF subsidy payment rates must be set in accordance with the results of the current market rate survey or alternative methodology. Payment rates may not vary based on family eligibility status. However, Lead Agencies may choose to differentiate provider payment rates based on factors such as geographical area, age or needs of the child, or nontraditional hours of care. Lead Agencies may also give higher rates as a way to improve quality or increase the supply of certain types of care. 

The new law indicates that the State must set payment rates “in accordance with the results of the market rate survey or alternative methodology conducted pursuant to clause (i).” Clause (i) indicates that the market rate survey or alternative methodology must be developed and conducted no earlier than two years before the date of State Plan submission. This effectively requires States to conduct a new market rate survey or alternative methodology and re-evaluate their existing payment rates at least every three years to determine whether rates continue to provide equal access based on present market conditions, which may change over time due to shifts local markets or inflation. Rates should also be examined and updated as the State deems appropriate to keep pace with inflation. In the CCDF Plan, States will be asked to provide the date of its most recent market rate survey or alternative methodology.	Comment by Kelso, Gail: TRACY - FAQ
The law also requires States to take into account the cost of providing higher quality child care services when setting payment rates for providers serving CCDF children. The purpose of this provision is for States, when setting payment rates, to consider the level of subsidy needed to ensure that providers can afford the cost of fully implementing high quality care so that more low-income families can access that care – a purpose of the revised law. Base provider payment rates – including for those families without copayments -- should be sufficient to support quality, including compliance with all health and safety requirements, a well-trained, effective staff, a good learning environment, and the provision of age-appropriate learning activities or curricula. In addition, ACF encourages States to provide tiered payment with a sufficient rate difference between tiers to support higher quality in which teachers may meet higher education standards, more comprehensive health and family supports are offered, or particularly vulnerable populations receive more intensive development and learning supports. 
Linking enhanced subsidy rates to higher quality is an important component of promoting quality, particularly when implemented in conjunction with other ongoing financial supports, assistance, and incentives. Besides tiered payment, another approach would be to set rates after considering the cost of providing quality care using a cost estimation model or other method. Another approach would be to track the participation rate of high-quality providers in the subsidy system (e.g., using indicators from a quality rating system to measure provider quality) and to adjust payment rates if necessary. 	Comment by Kelso, Gail: Sumaiya – gear icon with this text showing when you hover
Summary of Facts Used to Determine that Payment Rates are Sufficient to Ensure Equal Access

(658E(c)(4)(A))

In their CCDF Plans, States are required to summarize the facts used to determine that payment rates are sufficient to allow subsidized families equal access to the full range of child care available.

Facts used in determining equal access might include:
Payment rates set at the 75th percentile or higher of the most recent market rate survey results;	Comment by Kelso, Gail: TRACY – can you put bullets as needed? 
Tiered or differential rates;
Data on the cost of care;
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; and
Feedback from parents


Payment Practices and Timeliness of Payments

(658E(c)(2)(S)) 658E(c)(4)(B)(iv)

In order to provide stability of funding and encourage more child care providers to participate in the subsidy program, provider payment methods should reflect the generally accepted practices of those providers who care for children not receiving subsidies. Too often, subsidy payments are unpredictable and based on the attendance of individual children, meaning that providers can’t rely on stable program income. When providers don’t have stable income, they can’t commit to hiring highly trained teachers, may send teachers home midday, or may not be able to invest in educational materials and curriculum. 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.	Comment by Kelso, Gail: TRACY – FAQ with edits
“Generally accepted payment practices” are practices that align with the private-paying child care market in order to encourage providers to accept children receiving CCDF child care assistance and enable families to retain child care services. Private practices commonly include: paying prospectively based on enrollment and paying for all days in which the provider is open in a given month. A number of States have developed streamlined, provider-friendly payment policies and administrative processes, such as paying providers when a child is absent due to an illness or other reasons.
Other payment practices include:
· Giving prompt notice to child care providers of changes to a family’s eligibility status that may impact payment;
· Allowing providers to receive payment for registration fees and other fees charged to private-paying families;
· Paying providers prospectively rather than only on a reimbursement basis (which may be tied to required enrollment levels or other reporting on a regular basis);
· Establishing a dedicated phone line, web portal or other access point for providers to easily reach the subsidy agency for questions and assistance regarding payments;
· Ensuring timely appeal and resolution processes for payment disputes;
· Utilizing automated billing and payment mechanisms including direct deposit; and
· Providing materials on payment practices in multiple languages to promote participation of diverse child care providers. 
The law says that States must 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 due to holidays or unforeseen circumstances such as illness. Paying for days when the child is occasionally absent helps promote continuity of care by allowing the provider to retain the slot for the child without a financial penalty to the provider. Child care programs have fixed costs (staff, facilities, etc.) that must be paid regardless of whether or not a child is present on any particular day. Private-paying parents generally pay for an entire period (e.g., a week or month) even if the child is out sick within that period.
The law says States must implement this provision “to the extent practicable.” Each State is expected to implement policies, including policies that require payment for absence days, to the extent that is practicable for that State. A refusal to implement any such policies as being “impracticable” will not be accepted, as will policies that set unreasonable limitations on providers utilizing such policies. ACF may establish additional parameters through regulation, and in the meantime strongly encourages States, at a minimum, to pay for a significant number of absence days in order to promote stability and continuity for families and providers. ACF will ask each State to describe the rationale for its policy in the CCDF Plan.
Each State needs to examine its current approach to ensuring timely payments and identify improvements based on its particular situation to ensure payment practices are fair to child care providers and support the provision of high quality services. One key strategy is setting a length of time for making payments and tracking to ensure payments are made within this timeframe. Administrative improvements that can help facilitate the participation of providers in the subsidy system include: 
· direct deposit, 
· online training for providers for electronic voucher payment, 
· provider self-service components in an automated system for children authorized into their care, and 
· web-based electronic attendance and billing systems.

Supply Building Strategies to Meet the Needs of Certain Populations

(658 E(c)(2)(M))

The CCDBG reauthorization includes a requirement that States develop and implement strategies to increase the supply and improve the quality of child care providers to meet the needs of certain underserved populations. In their CCDF Plans, States must describe how they will determine supply needs and what methods will be used to increase supply and improve quality for:
Infants and toddlers
Children with disabilities
Children who receive care during non-traditional hours
Homeless children

States should examine what and where the most pressing needs are, including identifying underserved populations. Existing needs assessments and population data collected by State Advisory Councils, Head Start State Collaboration Offices, child care resource and referral agencies, or Head Start and Early Head Start grantees may help States and Territories 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.	Comment by Kelso, Gail: TRACY – FAQ edits info duplicated here from Tile 4 Homeless
Grants and contracts may be a financial incentive strategy for providers to offer care to special populations, require higher quality standards, and guarantee certain numbers of slots to be available for low-income children eligible for CCDF financial assistance. 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 to pay for the higher costs associated with providing high quality child care, particularly those in low-income or rural communities.

Furthermore, families that live in areas with high concentrations of poverty and unemployment that do not currently have high-quality programs should have priority access to CCDF quality investments. 

Strategies to increase supply and improve quality may include:
Offering tiered payment rates to providers
Offering services through direct contracts or grants to providers
Giving children priorities for services

