Regulatory Flexibility Analysis

1. Effect on small businesses and local governments:

The adjustments to the child care market rates will affect the 58 social services
districts. There is a potential effect on over 20,000 licensed and registered child care
providers and an estimated 70,000 informal providers that may provide child care
services to families receiving a child care subsidy.

2. Compliance requirements:

Social services districts will be required to make payments for subsidized child care
services based on the actual cost of care up to the new market rates. Districts will need to
review cases to determine whether the payments reflect the actual cost of care up to the
new market rates. Payment adjustments will have to be made, as needed.

3. Professional Services:

Neither social services districts nor child care providers should have to hire
additional professional staff in order to implement these regulations.

4. Compliance costs:

Under section 410-v(2) of the Social Services Law, the State is responsible for
reimbursing social services districts for 75 percent of the costs of providing subsidized
child care services to public assistance recipients; districts are responsible for the other 25
percent of such costs. In addition, the State is responsible for reimbursing districts for
100 percent of the costs of providing child care services to other eligible low-income
families. The State reimbursement for these child care services is made from the State
and/or federal funds allocated to the State Child Care Block Grant, and is limited on an

annual basis to each district’s State Child Care Block Grant allocation for that year.



Under the State Budget for SFY 2007-08, social services districts received their
allocations of $713,220,629 in federal and State funds under the New York State Child
Care Block Grant. While this allocation is the primary resource available, social services
districts have the option to transfer a portion of their Flexible Fund for Family Services
allocations to the New York State Child Care Block Grant to use for the child care
subsidy program.

5. Economic and technological feasibility:

The child care providers and social services districts affected by the regulations
have the economic and technological ability to comply with the regulations.

6. Minimizing adverse impact:

Federal regulation 45 CFR 98.43(b)(2) requires that payment rates be based on a
local market survey conducted no earlier than two years prior to the effective date of the
currently approved State plan for the Child Care and Development Fund. The market
rates were developed in accordance with federal guidelines for conducting a survey of
child care providers. The Office took a representative sample of over 4,800 licensed and
registered child care providers throughout the State. The rates were analyzed to establish
the market rates at the 75" percentile of the amounts charged in accordance with
guidelines issued in the Child Care and Development Fund Final Rule. The market rates
are clustered into five distinct groupings of counties based on similarities in rates among
the counties in each group. As a result, the rates established for counties are based on the
actual costs of care within the counties.

Social services districts will benefit from the increases in the rates. The increases will

enable districts to provide temporary assistance recipients and low-income families



receiving subsidized child care services with access comparable to those families not
receiving a child care subsidy. This will assist these districts to enable more temporary
assistance and low-income families to work, thereby reducing the number of families in
need of public assistance. It also should assist the districts in meeting their federal
participation rates for Temporary Assistance (TA) recipients because there should be a
reduction in the number of TA recipients who are excused from work activities due to a
lack of child care.

Child care providers also will benefit from the increases in the market rates. The
adjustments to the market rates will help address the escalating costs incurred by child
care providers in operating their businesses. These providers will also be in a better
position to serve low-income families who previously may not have had access to their
programs due to their rates.

7. Small business and local government participation:

In accordance with federal regulatory requirements, OCFS conducted a telephone
survey of a sample of regulated providers. Prior to conducting the telephone survey, a
letter was sent to all regulated child care providers to inform them that they might be
included among the sample of providers called to participate in the market rate survey. A
copy of the questions was also sent so that providers could prepare responses. A market
research firm conducted the telephone survey in English and in Spanish, as needed, and
had the resources available to assist providers in other languages, if needed. Rate data
was collected from over 4,800 providers and that information formed the basis for the

updated market rates.



