Proposal:  Revolving Loan Fund for Child Care Emergency Bridge Loans
Request 
     That a Revolving Loan Fund be established within the Treasury for the County of Humboldt in the amount of $500,000 for the purpose of providing emergency bridge loans to child care providers due to withheld child care payments as a result of the annual delayed California budget.   Headwaters Funds in the amount of $500,000 will match First 5 Humboldt Funds to make a total amount of one million dollars to be available for child care emergency bridge loans.  
Background
     Child care providers annually face cash flow problems in California when there is not a budget until late in the year because funds are withheld until a budget is in place. This is a historical problem for the state’s system of child care and our county.  Last year an increasing number of child care providers in Humboldt County dependent upon child care subsidies closed their programs, creating a situation where working parents lost their child care—and  our child care workforce lost employment as well. In recent years, a few counties have provided emergency bridge loans to child care providers to assist them with sustaining their services until a California budget is achieved.  Such loans have been structured differently depending upon the capacities of the counties, but all have required repayment of the loans once child care payments have been received.  Last year, First 5 Humboldt and the Headwaters Fund partnered in providing an emergency bridge loan to the Arcata and Rooney-Mckinleyville Children’s Centers to help them avoid closure.  Parents using these children’s centers were employed by 61 different employers, and the abrupt closing of the centers would have harmed the families, their employers, and the local economy.  
     Provision of the emergency bridge loan to the Arcata and Rooney-Mckinleyville Children’s Centers provided the opportunity to learn how a child care loan program could serve our county in the future.  Funds were provided from September 1, 2010 through October 22, 2010 and the loan was repaid in full on November 17, 2010 shortly after the funds had been received from the California Department of Education—Child Development Division.  The Redwood Region Economic Development Commission successfully administered the loan process.  
     Given the current status of the California budget process, and the uncertainty of when a budget will be achieved—it is prudent to put a Revolving Loan Fund in place soon to be ready to help stabilize our local child care system if the budget is once again significantly delayed. 
Strategy  
     Headwaters Fund and First 5 Humboldt each provide $500,000 for a total of $1,000,000 to be available for emergency bridge loans to child care providers struggling to remain open until a California Budget is achieved.    
· Partner with Redwood Region Economic Development Commission (RREDC) to underwrite the loans. 
· RREDC will charge a low fee to manage the loans.

· The Headwaters Fund monies will be made available to RREDC through the current Headwaters/RREDC Revolving Loan Master Participation and Lender Agreements. 

· First 5 Humboldt monies will be made available through a separate MOU to be executed between First 5 Humboldt and RREDC.   

· Loan documentation would tie repayment of the loans to state reimbursement of the child care payments.  

· A low interest rate will cover the cost of administering the loan and lost interest on the Headwaters Fund and First 5 Humboldt monies. Note: Child care providers are allowed to recover interest costs from the California Department of Education for such loans. 
· An Advisory committee will be formed with representation from the Headwaters Fund and First 5 Humboldt to: 1) Review requests for child care emergency bridge loan assistance, and 2) Recommend applicants for child care emergency bridge loans to RREDC.      
· Child care emergency bridge loans will be structured as a line of credit with interest deferred for five months. Amounts will be provided in monthly disbursements. The line of credit will mature January 31, 2012 or when the state reimbursement of the child care payments are received, whichever is sooner.
· Requirements for child care emergency bridge loans will include:

1) A copy of the face page of the California Department of Education contract letter with the state.   

2) Commitment to earn the contract.

3) Documentation representing financial status.
4) Commitment to immediately repay the full amount of the loan when the reimbursement is received. 
Objectives
· To prevent further loss of child care in Humboldt County 
· To maintain child care needed by working parents 
· To protect the local economy
· To mobilize partners with a vested interest in a stable local child care system   

Considerations
Pros:
· Last year a local child care leader stated, “Our child care system is hemorrhaging.”  This is due to a variety of factors: 
1) The historical low rate of pay for child care providers.

2) Long term providers that started in the sixties and seventies because it was an emerging field with a social justice purpose—are retiring.  
3) Retirees are not being replaced at the rate they should because younger people are not willing to accept the low rate of pay and lack of benefits. 

4) Providers find it increasingly difficult to take children dependent upon state subsidized child care payments due to the pattern of the annual delayed California budget and the negative impact it creates on their income.  

5) Providers that have good training are leaving the child care field frustrated.
6) Increasing closure of child care programs in the county. 

· Given the fragility of the child care system, the current California budget process, and concerns associated with continued child care cuts—a “perfect storm” continues to threaten essential child care services.  

· Given the missions and resources of the Headwaters Fund and First 5 Humboldt, it is appropriate that we act collectively to prevent further loss of child care services for working families. .  
· The intent of the California Department of Education contracts for child care providers is the assurance of a legal obligation to pay.

· The intent of child care emergency bridge loans is to help with costs for only a few months, and the contracts are for a year.  So, it is reasonable to expect the child care providers will receive enough money to repay the loans.    

· The availability of child care emergency bridge loans is a strategic response to a pending child care crisis 
Cons: 
· The current California budget impasse continues to be challenging, as it was last year. Currently, there is not a roadmap for how it will be achieved and we have no indication when it will be achieved.  
· Should the state not pass a budget, make further severe cuts to child care, or the child care providers not reimburse the loans—the Headwaters Fund and First 5 Humboldt would lose money designated to support our work. These risks are unlikely, but they need to be noted and discussed. 
· Concern as to whether or not Headwaters Fund and First 5 Humboldt would be colluding with the State and preventing much needed changes in the budgeting system by relieving pressure on them to make those changes.
· Most child care providers have limited financial resources and as a result their long-term viability is fragile.  
Reference

· First 5 Humboldt Ten Year Forecast
Recommendations
· That First 5 Humboldt establish a Revolving Loan Fund within the Treasury for the County of Humboldt in the amount of $500,000 for the purpose of providing emergency bridge loans to child care providers to assist them with sustaining child care services until a California budget is achieved.  

· That First 5 Humboldt’s Sustainability Fund monies be used to establish the Revolving Loan Fund as shown in the First 5 Humboldt Ten Year Forecast.   
