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     HHS/E&C ITEM #2 

     June 11, 2020 

     Worksession 

 

 

M E M O R A N D U M 

 

     June 10, 2020 

 

 

TO:  Health and Human Services (HHS) Committee 

  Education & Culture (E&C) Committee 

 

FROM: Vivian Yao, Legislative Analyst  

 

SUBJECT: Special Appropriation to the County Government’s Fiscal Year 2020 Operating 

Budget: Early Care and Education Non-Departmental Account (ECE NDA), 

COVID-19 Early Care and Education Initiative (ECEI) Recovery Fund, 

$10,000,000 (Source: General Fund Reserves)  

 

PURPOSE:   Review and make recommendations on the proposed special appropriation 

 

 

Those expected to participate in the worksession include: 

 

• Raymond Crowel, Director, Department of Health and Human Services (DHHS) 

• JoAnn Barnes, Chief, Children Youth and Family Services, DHHS 

• BB Otero, Special Assistant to County Executive 

• Caroline Sturgis, Assistant Chief Administrative Officer 

• Deborah Lambert, Office of Management and Budget 

 

 The proposed special appropriation of $10,000,000 to the ECE NDA for child care 

recovery grant funding was introduced on June 9 and is scheduled for public hearing and action 

on June 16.  The appropriation, which was initially sponsored by Councilmembers Navarro, 

Friedson, and Riemer, is now sponsored by the full Council.  The appropriation will support 

child care operating expenses for opening and compensation for losses resulting from restrictions 

intended to reduce the spread of COVID-19.  The proposed special appropriation is attached at 

©1-4. 

 

Background 

 

The COVID-19 public health crisis has put the child care industry in a precarious 

financial situation.  Child care programs suffered revenue losses resulting from the Governor’s 

mandate to close child care in March.  Although a number of providers received approval to 

deliver care to essential personnel, many providers did not, and of those that received approval, 

many did not actually serve children or deliver their pre-COVID level of service.   
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In addition, many providers were not successful in accessing relief funding.  For 

example, many child care programs did not qualify for the initial funds appropriated to County’s 

Public Health Emergency Grant (PHEG) program made available to local businesses that 

demonstrated significant financial loss caused directly or indirectly by a public health 

emergency.  No PHEG funds were targeted specifically for the child care industry, and the 

application for PHEG funding required proof of revenue loss in March 2020.  Because the State 

did not mandate child care closures until March 27, 2020, losses for most child care programs 

began in April 2020. 

 

The State’s stringent reopening requirements for child care also place the financial 

viability of these programs in jeopardy.  Prior to COVID restrictions, the child care industry 

struggled with sustainability challenges.  Cost of care studies showed the typical child care 

program operating at a deficit or at best, a break-even situation.  The State’s requirements for 

reopening child care include smaller group sizes and strictly established health standards 

necessary to prevent the spread of COVID-19. See also ©5-9.  The smaller group sizes 

significantly reduce tuition payments to be collected by providers.  For example, the maximum 

group size for a 3-4 year old classroom prior to COVID was 20 children; however, reopening 

restrictions for Phase I place a limit of 9 children in a classroom.   At the same time, providers 

must continue to maintain their staffing levels and other fixed costs and increase spending for 

personal protective equipment, cleaning supplies, and other materials needed for the safe 

delivery of services.   

 

Council staff notes that the level of funding needed to support the child care industry will 

be influenced by how quickly the County moves from Phase I to Phase III.  Phase II allows the 

consideration of exceeding the capacity standard set in Phase I, and Phase III capacity returns to 

COMAR standards.   

 

Continued viability of the child care industry is further complicated by uncertainties 

related to service delivery.  The demand for care in the immediate month of reopening is 

uncertain as it is not clear how comfortable parents will feel placing their children in congregate 

care.  These decisions for parents are complicated by the fact that service interruption is a real 

possibility if/when COVID infections surface in child care programs.  Many in the workforce 

have, by necessity, adapted to remote access and juggled work and child care at home, which 

may also impact the decision of when to access child care in the COVID environment.  Finally, it 

is also not clear the extent to which the child care work force is comfortable returning to work at 

a time of greater restrictions and requirements in an industry that historically undercompensates 

workers.  

 

Child care is an essential service to support families as they return to work and is critical 

to the County’s economic recovery. Without public investment and support, licensed, quality 

child care in Montgomery County is not sustainable under the current recovery requirements.   

This special appropriation provides reopening expenses for licensed child care center programs, 

registered family child care homes, and letter of compliance programs, including one month of 

expenses to support operations until tuition payments are collected and compensation for 

significant financial loss caused directly or indirectly by COVID-19 restrictions.   
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Proposal 

 

 The special appropriation represents an effort to combine proposals from the County 

Executive and the County Council to support the child care industry in Montgomery County.  

The appropriation is informed by work of the Early Care and Education Recovery subcommittee.  

 

 The following summarizes the key provisions of the special appropriation: 

 

• Single application process: The funds appropriated must be distributed through a single 

application process that solicits requests for reopening operating expenses and/or 

compensation of lost revenue.   

 

• Funding targeted at centers and family child care: Funding in the appropriation will 

be targeted as follows: $6,500,000 to support licensed child care centers and letter of 

compliance programs and $3,500,000 to support registered family child care homes.   

 

• Maximum grant amounts:  The maximum grant amounts are $75,000 for a single site, 

$150,000 for two to three sites, and $300,000 for four or more sites.   

 

• Eligibility requirements: Applicants must: 

 

o Have a licensed child care center, a registered family child care or large family child 

care home, or a letter of compliance program located in the County; 

o Provide child care to children from the age of birth to five years old; 

o Be in good standing with the State of Maryland; and 

o Be able to reopen by August 31, 2020. 

 

The child care site(s) to be supported by the grant must be located in the County, and 

60% of the children served at each site must be Montgomery County residents.   

 

• Operating expenses: Compensation for one month of operating expenses will be 

calculated by 1) multiplying the licensed capacity of the program by the average cost of 

care (market rate) for child care centers and family child care homes as reported in the 

most recent Montgomery County Child Care Demographic Report published by 

Maryland Family Network and (2) adding the identified costs to comply with the 

COVID-19 health standards up to a maximum of $10,000. 

 

• Compensations for significant financial loss:   The child care business must have 

incurred revenue loss between April 1, 2020 and April 30 and/or May 1 through May 31, 

2020, attributable to a 50% or more reduction in the number of children enrolled in the 

program as of February 1, 2020.  Potential losses to be reimbursed for each month will be 

calculated based on the reduced number of children served during those periods 

multiplied by the average cost of care (market rate).   

 

• Exclusions from financial loss calculation: Tuition for any child for which the provider 

received or is eligible to receive a local or State child care subsidy for that period may not 

be included in the calculation of potential losses to be reimbursed.  In addition, if the 
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child care business received financial assistance from Federal, State or County sources 

for expenses related to the COVID-19 health crisis, then the potential grant award must 

be reduced by the amount of the COVID-19 assistance previously received. 

 

• Priority: Priority must be given to programs (1) serving low-income families and 

children with special needs; (2) providing child care in the following target zip codes 

with lower levels of child care availability and higher concentrations of low-income 

families: 20877, 20886, 20902, 20866, and 20906; and/or (3) participating in the 

Maryland EXCELS program.  

 

County Executive response:  

 

 Council staff received the following statement from the Executive: 

 

The County Executive does not agree with the maximum amounts stated in the special 

appropriation. The CE wants to fund as many eligible providers as possible and the larger 

grant amounts would reduce the total number of businesses we can support to recover. 

Therefore, our position is: the maximum grant amounts are $75K per child care site for 

one or two sites, and $175K for three or more sites. 

 

Council staff comments and recommendation: 

 

 Council staff recommends appropriating the $10 million recommended by the 

special appropriation immediately as the funding is critical to maintain the viability of child 

care businesses that are available to support the County’s economic recovery. 

 

 The Executive raises a concern about the maximum grant award and recognizes that the 

maximum grants in the appropriation would likely reduce the total number of businesses that the 

funding can support.   On the other hand, the maximum grant awards set in the proposed 

appropriation recognizes that lower limits on funding may restrict the number of sites that large 

child care businesses can open.   

 

 Council staff recommends a modified approach to the maximum grant amounts as 

follows: $75,000 per site for one or two sites, $200,000 for three sites and $250,000 for four 

or more sites.  A major purpose of the appropriation is to make child care available to support 

the economic recovery of the County.  Providing support for additional programs operated by 

larger providers would support these goals; however, Council staff recommends a discounted 

figure to make it possible to support more providers and factor in efficiencies of scale that larger 

providers may be able achieve relative to smaller providers.  In any case, the Council should 

monitor the use of funding carefully to determine the rate of spend out and whether 

additional funding would need to be appropriated to support recovery of additional 

businesses.     

 

 The Council should also advocate for State funding to support the child care 

industry, especially if limits on group numbers remain at or fall back to lower levels.  The 

funding in this appropriation only supports opening costs, and programs cannot remain 

economically viable with ongoing restricted group sizes.  If these small group sizes are mandated 
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for any significant period of time, it is unlikely that local funding will be sufficient to support the 

industry.   

 

Council staff also recommends the following technical edit to the proposed 

appropriation; 

 

• Attach the reopening by August 31 requirement to each site opening rather than the 

applicant eligibility.  This makes it clearer that compensation is tied to each site that will 

reopen rather than the number of programs that the business has provided in the past.  
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