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Summary 

Assembly Bill 1326, signed into law in October 2003, authorizes the San Mateo County 

Child Care Subsidy Pilot Project, the first county child care subsidy plan specifically tailored to 

the needs and goals of the local community.  This pilot allows San Mateo County to address two 

fundamental concerns: first, that families barely earning enough to meet the high costs of 

housing in the county nevertheless are considered too high income to qualify for child care 

subsidies; and second, that the state reimbursement rates to providers contracted to provide high 

quality child care are so low that providers cannot cover their costs, and therefore, are unable to 

utilize their full allocation of state and federal child care and child development funds.  As a 

result, fewer children are subsidized through these providers and child care spaces are being lost 

in the county. 

AB1326 provides the county only limited flexibility in designing its subsidy rules.  In 

particular, there are four fundamental limitations on the pilot:  

• No family who would have been eligible under state rules can either become ineligible or 
be asked to pay higher family fees;  

• Provider participation is entirely voluntary;  

• The number of child days of enrollment across participating providers must increase 
overall; and 

• There are no additional resources for the pilot – only unearned funds from existing 
contracts. 

Working within these limitations, 20 out of 22 contractors that provide child care and early 

education to San Mateo County children through direct contracts with the California Department 

of Education and all three agencies that provide voucher payments for subsidized child care have 

agreed to participate in the pilot.   
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Changes for Families Subsidized Through Participating Providers 

To meet the goal of assisting subsidized families who are losing eligibility for assistance 

and facing high child care costs while still well below self-sufficiency standards for San Mateo 

County, the County plan changes the income eligibility threshold and the family fees for families 

receiving subsidized care through any participating provider, including the alternate payment 

providers who provide vouchers for care at a provider of the family’s choice, rather than directly 

serving children. 

• Families who receive subsidized child care will remain eligible as long as their income 
does not exceed 85 percent of the state median income, as determined by the U.S. 
Department of Health and Human Services.    

For a family of four, this change increases the maximum income eligibility from $3250 

per month (or $39,000 annually) to $4,516 per month (or $54,196).  The County plan moves the 

income threshold from 75 percent of the “benchmark” state median income, a benchmark which 

has not been updated for several years, to 85 percent of current state median income as published 

by the U.S. Department of Health and Human Services, the maximum allowable under federal 

regulations (which is the maximum allowable under AB1326).  Although this represents a 39 

percent increase in the income eligibility threshold, this new threshold is only 67 percent of San 

Mateo County’s median income from the 2000 Census and still falls well below the County self-

sufficiency standards developed by Wider Opportunities for Women, the San Mateo County 

Human Services Agency or the California Budget Project. 

• In the “transition” range of income between the statewide and county pilot income 
thresholds, family fees increase in eight steps to gradually close the gap between the 
maximum fees paid under state subsidy policy and the typical cost of care for families 
in the San Mateo child care market.    
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One goal of the extended income eligibility range is to create a transition from the 

existing fees to the full cost of care.  For example, without the pilot, a family earning $3250 per 

month with one child in full-time subsidized care and one child in part-time subsidized care 

would move from paying around $225 per month for care (7 percent of family income) to paying 

$1250 or more per month (38 percent of family income), if the family’s monthly income rose by 

only $1. This creates an enormous disincentive to increase income above $3250.  The family 

fee schedule under the pilot increases fees to gradually meet the full cost of care.  At $3251 per 

month under the pilot, the same family pays only 8 percent of income in fees.  By the time they 

earn enough to disqualify, their income has increased so the full cost of care represents a 

somewhat lower 27 percent of income. 

Changes for Participating Direct Service Contractors 

To assist contractors who face costs of providing care that are significantly higher than 

the standard reimbursement rate, the County plan incrementally increases the reimbursement by 

moving unearned contract funds across providers within the county.   

• The PRR or “pilot reimbursement rate” will provide approximately an 8 percent 
increase over existing reimbursement rates for all direct service contract types.    

This modest increase in reimbursement rates is the maximum feasible within three 

constraints established by the legislation and the Department of Education:  

1. the available resources must cover a 2 percent increase in the 2002-2003 enrollment at 
participating providers, an increase of 11,693 child days of enrollment on a base of 
584,661;1 

2. contractors will not be required to relinquish or subcontract out excess resources 
involuntarily; but 

1 All calculations are subject to confirmation by the California Department of Education. 
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3. the main resources available are funds that either have been relinquished by direct service 
providers in San Mateo County or are offered through subcontracts, which so far account 
for approximately $642,000. 

Projections suggest that over $1 million were not be earned on San Mateo County contracts in 

2003-04). However, even with full release and perfect rebidding of all contract resources, the 

enrollment requirement limits the maximum possible reimbursement rate increase to about 11 

percent.  Because of the separate funding streams and audit requirements faced by the 

Department of Education, this maximum is not contractually feasible. Any increase in the 

reimbursement rate is welcomed by contractors, although the average audited costs per child day 

of enrollment are 20 to 57 percent higher than the reimbursement rates for subsidized care, so 

this increase will not significantly close the gap between incurred costs and reimbursements.  

Monitoring the Pilot’s Effectiveness in Meeting County Goals 

As required by the legislation, the County of San Mateo will prepare annual reports on 

the progress of the pilot program for submission to the Legislature, the Department of Social 

Services, and the Child Development Division.  Among other elements, these annual reports 

will track the County’s performance on five outcome goals:  

1. Maintain the number of active direct service child care and development services 
contractors in San Mateo County. 

2. Increase the aggregate child days of enrollment at participating contractors by 2 percent. 

3. Increase the monthly income for families approaching the state income eligibility 
threshold. 

4. Increase the stability of care for families approaching the state income eligibility 
threshold. 

5. Decrease the share of unearned direct service contract funds returned to the California 
Department of Education. 

In addition, the pilot will also monitor the waiting list, the funds held in reserve accounts, and the 

income profile of subsidized families to identify any potential negative side effects for low-

income families waiting for subsidized care in the County. 
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Introduction 

In October 2003, the Governor signed Assembly Bill 1326, establishing the San Mateo 

County Child Care Subsidy Pilot Project. This legislation, designed in partnership with local 

child care stakeholders and carried by Assemblyman Joe Simitian, authorizes the first county 

child care subsidy plan specifically tailored to the needs and goals of the local community.2  This 

pilot allows San Mateo County to address two fundamental concerns: first, that families barely 

earning enough to meet the high costs of housing in the county nevertheless are considered too 

high income to qualify for child care subsidies; and second, that the state reimbursement rates to 

providers contracted to provide high quality child care are so low that providers cannot cover 

their costs, and therefore, are unable to utilize their full allocation of state and federal child care 

and child development funds.  As a result, fewer children are subsidized through these providers 

and child care spaces are being lost in the county.  AB1326 offers San Mateo the opportunity to 

test strategies to overcome these challenges. 

Overview of the AB1326 Legislation   

AB1326 offers the county only limited flexibility over child care policy.  In particular, 

the five-year pilot allows San Mateo to establish its own rules for:  

• Income eligibility for families with income above the state eligibility cutoff ; 
• Family fees for families with income above the state eligibility cutoff; 
• Provider reimbursement rates for contracted care; and 
• Ways to maximize the efficient use of contracted funds. 

It is critical to note that AB1326 is not realignment or block granting of any resources to 

the county. Moreover, there are four fundamental limitations on the pilot:  

2 AB1326 was sponsored by the County of San Mateo and the Child Care Partnership Council.  The full text of the 
legislation as chaptered is included in the appendix. 
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• No family who would have been eligible under state rules can either become ineligible or 
be asked to pay higher family fees;  

• Provider participation will be entirely voluntary;  

• The number of child days of enrollment across participating providers must increase 
overall; and 

• There are no new resources for the pilot – only unearned funds from existing contracts.  

Within these limitations, however, we believe that San Mateo County can draft a local 

child care subsidy policy that will benefit participating families by allowing them to remain 

income eligible for subsidies, helping maintain stable child care and early childhood education 

arrangements, as their earnings increase beyond the current income cutoffs.  Although partially 

subsidized, these families will also be asked to contribute with family fees designed to help 

transition families to gradually pay unsubsidized fees for care.  This policy can also benefit direct 

service (“Title 5”) contracted center providers, not just by allowing them to serve children 

longer, but also through modest increases in the standard reimbursement rate.  Finally, the pilot 

will increase the overall supply of subsidized care, by increasing the use of currently 

underutilized funds. 

Goals for the San Mateo Child Care Subsidy Pilot Project: 

Recognizing the needs of the county, the potential benefits for families and providers, 

and the limitations of the legislation, the San Mateo Child Care Subsidy Pilot Project seeks to 

achieve five basic goals: 

1. Increase the retention of direct service center-based child care and development 
services contractors. 

2. Increase the aggregate child days of enrollment in subsidized care in San Mateo 
County. 

3. Increase the ability of low-income families to move toward self-sufficiency through 
higher earnings. 
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4. Increase the stability of care placements for children whose families become income-
ineligible for child care subsidies. 

5. Maximize the take-up of San Mateo County’s child care and child development 
subsidy allocations. 

Requirements for the Individualized County Subsidy Plan   

This plan represents the product of a number of planning steps as established by the 

legislation. To meet the requirements for implementation of new child care subsidy rules in San 

Mateo County, the County has developed this individualized county child care subsidy plan in 

consultation with the Department of Education. As set out by AB1326, the plan incorporates 

four elements: (A) an assessment of the County’s goals for the pilot, including identification of 

the barriers that exist to meeting County goals under the current system; (B) development of a 

local policy that addresses these barriers to better meet the County’s goals; (C) recognition “that 

all funding sources utilized by direct service contractors that provide child care and development 

services in San Mateo County are eligible to be included in the child care subsidy plan;” and (D) 

establishment of measurable outcomes.   

Different aspects of this plan have been reviewed by different oversight bodies.  In 

addition to coordination with the Child Development Division (CDD) of the California 

Department of Education, the County has provided the California Department of Social Services 

(CDSS) an opportunity to review and comment on the outcome measures.  The Legislative 

Analyst’s Office (LAO) and the Senate Office of Research (SOR) also reviewed the evaluation 

plan, data collection plan and baseline data.  The CDSS review resulted in improvements in the 

wording of the outcome measures.  The written reviews from LAO and SOR are provided in the 

appendix along with the County’s response to these reviews detailing how and to what degree 

recommendations were incorporated into the plan.  Following the CDSS, LAO and SOR reviews, 
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this plan was formally approved by San Mateo County Child Care Partnership Council on June 

28, 2004. On July 27, 2004, the plan was presented in a public hearing of the San Mateo 

County Board of Supervisors, who unanimously approved the plan in Resolution Number 

066813. The final step before implementation is approval or disapproval by CDD.  The steps in 

meeting all of these requirements are shown in the timeline below. 

Table 1: AB1326 Plan Development Timeline 

31-Mar, 8-Apr  Consortium Mtgs Conducted contractor meetings on plan elements 

7-Apr Conducted Parent Voices Focus Group on plan elements  

12-Apr Public Funding/Adv 
Comm. Meeting 

Discussed options for plan elements, focus on shifting 
contracts from centers to AP 

26-Apr LPC Meeting Presentation of draft measurable outcomes, evaluation 
design, baseline data and data collection plan 

30-Apr Submitted measurable outcomes, evaluation design, baseline 
data and data collection plan to LAO, SOR and CDSS 

10-May Status meeting with Child Development Division and 
Fiscal Services 

24-May LPC Meeting Presented draft plan/policies for feedback 

24-Jun Consortium Meeting Received tentative approval from all contractors who wish to 
participate 

28-Jun LPC Meeting Presented plan for public input, review and approval 

9-Jul Sent out notices of Public Hearing for CBOS Meeting, sent 
plan to CBOS (County Counsel prior review) 

27-Jul CBOS Meeting Presented plan for public review and CBOS approval 

16-Aug, 2004 Plan sent to CDD for approval 

The remainder of this document is divided into three major pieces matching the key 

elements (A, B and D) required in the plan:  Part I provides an assessment of the child care needs 

and challenges facing the subsidy system in San Mateo County.  Part II details the plan for the 
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child care subsidy pilot, including the determination of income eligibility thresholds and other 

eligibility factors; family fees; and, as the plan evolves further, the strategy for maximizing the 

efficient use of funds across providers and over time, as well as other elements of the pilot.  Part 

III describes how the County will monitor the pilot’s success in achieving its goals, including the 

outcome measures, evaluation plan and annual report structures. 
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A Families Needing Child Care in San Mateo County 

Almost 75,000 San Mateo Children Have Working Parents 

In 2003, over 153,000 children resided in San Mateo County, including more than 50,000 

children under the age of 6 and another 54,000 between 6 and 11 years old.  San Mateo parents 

are more likely than parents elsewhere in California to rely on non-parental care for their 

children: 63 percent of San Mateo children have working parents (that is, both parents working 

in a two-parent family or a working single parent), compared to 57% in California overall.3 

These participation rates suggest that almost 75,000 children 0-13 in San Mateo County 

(including 65,000 children ages 0 to 11) may need child care because their parents work.  

Table 2: San Mateo County Children with All Parents Working, 2003 Estimates 

Number of Share with All Number of 
Children in San Share of Parents Children 

Age Category Mateo County Children 0-13 Working Needing Care 
┐Under 3 years 25,043 21% 14,27557%

3 to 5 years 25,299 21% ┘ 14,220 
6 to 11 years 54,218 45% ┐ 35,784 
12 to 13 years 16,186 13% │ 66% 10,682 
14 to 17 years 32,579 ┘ --

Total 153,326 74,961 
Source: 2000 Census data adjusted for population growth to 2003 based on estimates by the California Department 
of Finance Demographic Unit. 

The number of children with all parents working only approximates the demand for child 

care, especially in licensed care settings.  It overstates the demand from working parents because 

3 Based on author’s calculations escalating the number of children in San Mateo County in the 2000 Census (P46. 
Age Of Own Children Under 18 Years In Families And Subfamilies By Living Arrangements By Employment 
Status Of Parents, U.S. Census Bureau SF3) by the population increase estimated by the California Department of 
Finance, E-4 Population Estimates for Cities, Counties and the State, 2001-2003, with 2000 DRU Benchmark, May 
2003. 
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a number of parents set their work schedules to allow them to be home with their children.  

Statewide, 83 percent of children 0 to 5 with all parents working are in non-parental care 

settings.4  Moreover, a fourth of the working-parent families that do use non-parental care rely 

on relatives, babysitters or nannies for care.  On the other hand, this calculation does not account 

for care demanded by families with at least one parent not in the labor force.  Nearly one-half of 

children 0-5 with a non-working parent are still regularly placed in non-parental care, especially 

preschool settings. Other research shows that employed California parents of 6 to 9 year olds are 

somewhat less likely to use supervised, non-parental care for their children than are parents of 

younger children (60 percent for 6 to 9 year olds compared to 66 percent for children under 6).  

Children 10 to 12 are only half as likely to be in supervised care. Together these adjustments 

suggest that the total number of children 0 to 5 needing care while their parents are working or 

because their parents seek child development programs is 20 percent or so higher than the 

estimate in the last column of Table 2 (up from 28,495 to about 34,400), while the number of 

children over 6 needing child care is quite a bit lower (down from 46,466 to around 25,000).  

Figure 1 shows the race/ethnicity breakdown for San Mateo children under age 15 as of 

the 2000 Census. Children in San Mateo County are twice as likely as other California children 

to be Asian/Pacific Islander and somewhat more likely to be non-Hispanic White (39 percent 

compared to 34 percent statewide).  On the other hand, San Mateo County children are less likely 

to be Hispanic (31 percent compared to 45 percent statewide) and somewhat less likely to be 

African American (4 percent compared to 7 percent statewide).    

4 89 percent of working single parents and 81 percent of working married parents use non-parental care. Two-
working-parent families in California are less likely to use non-parental care than similar families elsewhere. 
O’Brien-Strain, Moye and Sonenstein (2003) Arranging and Paying for Child Care. Public Policy Institute of 
California. 
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Figure 1: Race/Ethnicity of San Mateo County Children Under 15 Years Old 

African American alone 
3.5% 

Asian and Pacific 

Hispanic/Latino 

Non-Hispanic White 
39.4% 

American Indian alone 
0.4% 

Islander 
20.4% 

Two or More Races 
5.3% 

30.9% 
Source: 2000 Census 

Thirty-one percent of households in San Mateo County speak a language other than 

English (Figure 2), including 16 percent that speak Asian and Pacific Island languages.  Turning 

to children, census data shows that nearly 16,000 children 5 to 17 in San Mateo County do not 

speak English very well. In fact, about 1 in 10 San Mateo County children between 5 and 17 

come from linguistically isolated households – that is, a household in which all persons over the 

age of 14 speak English not at all or with some difficulty.  More than 40 percent of these children 

come from households that speak neither English nor Spanish.5 

5 U.S. Census Bureau, Census 2000 Summary File 3, “PCT13. Age By Language Spoken At Home For The 
Population 5 Years And Over In Linguistically Isolated Households.” 
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Figure 2: Household Languages in San Mateo County 

Other Languages 
Asian and Pacific Island 1%

Languages 
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Source: 2000 Census 

San Mateo County Families Face Extremely High Costs of Living  

Judged by the federal definition, relatively few San Mateo children live in poverty.  Only 

6 percent of children live in poverty in this county, although 20 percent live in households with 

family income below 200 percent of the federal poverty limit.  In fact, the median income in San 

Mateo County is 65 percent higher than the statewide median.  Table 3 presents the distribution 

of annual family income in 1999 for San Mateo County families with children.6 

Table 3 Income Distribution of San Mateo County Families with Children Under 18 
2000 Census 

6 U.S. Census Bureau, Census 2000 Summary File 3, “PCT38. Family Type By Presence Of Own Children Under 
18 Years By Family Income In 1999.” 
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Share of 
Families with Families with 

Income Category Children Children 
Less than $25,000 7,286 9% 
$25,000 to $50,000 14,424 18% 
$50,000 to $75,000 15,519 19% 
$75,000 to $100,000 13,310 16% 
$100,000 and up 30,575 38% 

However, a simple comparison of family income does not take into account the dramatic 

difference in the cost of living in San Mateo compared to California overall.  For example, the 

2004 “fair market rent” (FMR) for a two-bedroom apartment in San Mateo County is $1775.  

The Department of Housing and Urban Development (HUD) defines the FMR defined as the rent 

level where 40 percent of recent movers pay less than the FMR and 60 percent pay more than the 

FMR.7 

San Mateo’s rental costs are 74 percent higher than those in Los Angeles ($1021).  In 

California, only Santa Clara has a higher FMR, but the cutoff in Santa Clara is at 50 percent of 

the market (the median rent), instead of the lower 40th percentile cutoff in San Mateo.  Not only 

are housing costs substantially higher than elsewhere in the state, but the difference in housing 

costs has increased dramatically since 1997, as shown in Figure 3 below.  Housing costs have 

remained high, even through the recent economic decline, seen in the increases in the 

unemployment rate between 2000 and 2002 (see Figure 4).  Despite the downturn, San Mateo 

continues to have unemployment rates lower than elsewhere in the state and, in the most recent  

7 The two-bedroom FMR is typically used as a benchmark for comparing housing costs across regions, but the FMR 
is also calculated for larger and smaller rentals.  For example, the one-bedroom FMR for San Mateo County is 
$1405 and the three-bedroom FMR is $2435.  
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Figure 3: Fair Market Rents (FMR), 1991-2004 (2 BRs, 2004$) 
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Figure 4: Unemployment Rates, 1996-2004 
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data, had turned downward again, so it is unlikely these housing costs will decline substantially 

in the near future. 

Table 4 Self-Sufficiency Standards for San Mateo, Los Angeles and California, 2003 

Monthly Income for “Basic Needs” 
For a Family of Four San Mateo Los Angeles California 
“Housing Wage” Income8 $5,911 $3,400 $3,688 

Without Child Care Costs 
CBP Basic Family Budget9 

WOW  Self-Sufficiency Standard10 

HSA Family Budget (Family of 3)11 

$4,029 
$3,938 
$2,951 

$3,327 
$3,153 

--

$3,404 
--
--

Including Child Care Costs 
CBP Basic Family Budget $5,850 $4,817 $4,856 
WOW 2003 Self-Sufficiency Standard $5,659 $4,396 --
HSA Family Budget (Family of 3)  $4,608 -- --

San Mateo County’s high housing costs mean that, even before paying for child care, the 

income required to meet basic needs in this county is much higher than elsewhere in the state.   

Table 4 presents four measures of basic needs for families: the Housing Wage income from the 

National Low Income Housing Coalition (NLIHC), the California Budget Project’s (CBP) basic 

family budget, the self-sufficiency standard by Wider Opportunities for Women (WOW) and the 

family budget developed by the San Mateo County Human Services Agency (HSA).  The three 

8 The term “housing wage” is used by NLHIC in calculating the full-time work wage required to have housing cost 
no more than 30 percent of income.  Thus, a self-sufficiency standard based on the housing wage is the fair market 
rent divided by 0.30.  These values are calculated based on HUD data reported by NLHIC in Out of Reach 2003: 
America's Housing Wage Climbs, available at www.nlihc.org. 
9 California Budget Project, Making Ends Meet: How Much Does It Cost to Raise a Family in California, 
Sacramento, California: October 2003.  Differences between locations in the state are driven by housing costs and 
child care costs.  However, where increases in these costs require higher income, these budgets also account for 
higher income and payroll taxes. 
10 Pierce, Diana and Jennifer Brooks, The Self-Sufficiency Standard in California, Wider Opportunities for Women, 
Washington D.C.: December 2003.  As with the CBP calculations, differences between locations are driven by 
housing costs, child care costs, and taxes associated with higher incomes to cover these costs. 
11 County of San Mateo, Human Services Agency, FY 2002-2003 Annual Report, San Mateo, California: 2003. 
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measures not calculated as a simple multiple of housing costs fall around $4,000 a month or 

$48,000 annually for a family of four without child care in San Mateo, 20 percent higher than 

those for Los Angeles or California as a whole.  Based on the Census data summarized in Table 

3, more than 1 in 4 San Mateo children live in families with income below the amount needed to 

meet these standards before paying for child care.    

When all California counties are compared together, it quickly becomes apparent that a 

statewide standard for child care subsidy eligibility is at odds with the dramatic differences in 

housing costs. Figure 5 shows the “housing wage” income for each county, along with the FMR 

from which it is calculated, in ascending order.   The horizontal line shows statewide income 

cutoff for families to be eligible for child care subsidies.  Out of 58 counties, 42 have housing 

wage income below the eligibility cutoff.  San Mateo is one of four counties to have housing 

wage income more than 50 percent above the eligibility threshold (more than 80 percent above, 

in fact). 
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Figure 5: Housing Costs, Income and Child Care Subsidy Eligibility by County, 2004 
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Child Care Costs are Also High for San Mateo County Families 

When child care costs are added into the family budgets shown in Table 4, the additional 

income families need rises by $1600 to $1800 per month, to over $4600 per month for a family 

of three and over $5600 per month for a family of four.  Accounting for the cost of child care, 

more than 1 in 3 families with children have incomes below these thresholds.   

Table 5: Market Prices for Child Care in San Mateo County, 2001 

Child Care Family Child 
Centers Care Homes 

FT Infant/Toddler 
Ceiling (85th percentile) $1100 $952 
Median (50th percentile) $1000 $758 

Mean $1009 $797 
FT Preschool 

Ceiling (85th percentile) $868 $866 
Median (50th percentile) $720 $736 

Mean $711 $746 
PT School Age 

Ceiling (85th percentile) $435 $563 
Median (50th percentile) $355 $368 

Mean $340 $406 

The child care costs in these family budgets reflect the cost of child care as captured in 

the regional market rate (RMR) survey of child care and early childhood education providers in 

San Mateo County. Last conducted in the fall of 2001, the RMR survey contacts all centers and 

a large sample of family providers in San Mateo County (and the rest of the state) to determine 

the fees charged to private paying families by providers serving primarily non-subsidized 

children. The monthly mean, median and ceiling rates for selected age groups and hours in care 

are shown in Table 5; the complete RMR findings for San Mateo are included in the appendix.   

The rates quoted by providers are weighted by each provider’s enrollment.  Thus, the median 
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rate is the rate where 50 percent of children are enrolled at this rate or more, and 50 percent are 

enrolled at this rate or less. The 85th percentile – the point where 85 percent of children are 

enrolled at surveyed providers that charge this fee or less – is the current maximum 

reimbursement rate for care through the Alternative Payment (AP) system.  

As Table 5 illustrates, even at the median price of care, a family with two children under 

age 5 could easily pay $1500 to $1700 per month for child care.  To put this into perspective, 

the poverty level for a family of four is only $1533 per month.  Just to cover housing at the FMR 

and child care at the median price in the lowest price sector, a San Mateo family would need an 

income of more than double the poverty rate – $3,253 per month.    

Families Receiving Subsidies Face Large Disincentives to Increasing Earnings 

Unfortunately, income that would cover only child care and housing costs in San Mateo 

County would still be too high to qualify for subsidized child care under California’s child care 

subsidy rules. For a family of four, the income eligibility cutoff for child care of $3250 per 

month is only 48 percent of the county median income and 58 percent of the self-sufficiency 

standard. (Figure 6 offers a comparison of the different income thresholds in San Mateo 

County.) 

For subsidized families in this county, child care assistance is an extremely valuable 

benefit. A family earning $3250 per month with subsidized child care would pay only $214 in 

family fees.  A family earning $3251 per month would face the full cost of care shown in Table 

5. Depending on the number of children in care, the share of income required to pay for child  
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Figure 6: Alternative San Mateo County Income Thresholds (Family of 4) 

Median family income, San Mateo Co. 2000 Census, $6,728 

Expenses per Month, Region IV, California Budget Project 2003, $5,850 
(87% of county median income) 

San Mateo Co. Self-Sufficiency Standard, WOW 2000,  $5,630 

Family Budget (3 people), Human Services Agency 2003, $5,530 

Maximum income for child care subsidy eligibility, $3,250 
(48% of county median income) 

2004 Fair market rent, 2BR, $1,775 
2001 Median price for child care, 1 infant, 1 preschool, $1,720 

2004 Federal poverty threshold,  $1,571 
(23% of county median income) 
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care would jump from 7 percent to 25 to 50 percent or more.  Even for a family with only one 

child in preschool, the wage increase required to break even for families crossing the income 

eligibility threshold would be $3.00 to $4.00 (Figure 7).  If it took two parents each working full 

time for $9 per hour to reach $3250 per month, one of the parents would need to have a 33 

percent raise to make it worth losing the child care subsidy.  This creates a situation where 

families report turning down wage increases rather than go over the income eligibility threshold 

for child care. 

Figure 7: Family Fees Paid by Subsidized Families, By Income 
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B Subsidized Child Care and Challenges for Title 5 Providers in San Mateo 
County 

About 4,600 Children Receive Subsidized Child Care; Another 2000 are Waiting  

In April 2003, 4,622 children received subsidized child care in San Mateo County, 

according to CD801A monthly report data from the Child Development Division (CDD) of the 

California Department of Education.12  The majority of these children are preschool age 

(between 2 years 9 months old and 5 years 11 months old), with fewer than 10 percent infants 

and the rest school age (Figure 8).  Elsewhere in the state, school-age children represent a larger 

share of subsidized children (34 percent statewide compared to 28 percent in San Mateo), and 

fewer are preschool age. 

Figure 8: Children Receiving Subsidized Child Care in San Mateo, Share by Age Group 

Infant 
9% 

Preschool 
63% 

School age 
28% 

12 This count does not include children enrolled in Head Start or CalSAFE. 
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Another 2120 children from 1514 families were on the centralized eligibility list (CEL), 

waiting for subsidized care in San Mateo County.  Approximately 46 percent more children 

would need to be served to fully accommodate all families on the waiting list. Although the age 

breakdown is somewhat different, Table 6 shows that the children waiting for subsidized care are 

relatively more likely to be infants (more than 13 percent are younger than 2 years 9 months) and 

school age (40 percent, including 11 and 12 year olds) than children currently receiving 

subsidized care. 

Table 6: Children on San Mateo County's Centralized Eligibility List 

Age of Children Number Share 

0 to 1 year old 80 4% 
1 to 2 years old 183 9 
2 to 3 years old 233 11 
3 to 4 years old 258 12 
4 to 5 years old 264 12 
5 to 6 years old 246 12 

6 to 11 years old 720 34 
11 or more years old 146 6 

Total 2120 100 
Source: Data from the Child Care Coordinating Council of San Mateo County. 

The waiting list also includes children with special needs and unique characteristics that 

may provide priority access to child care subsidies, as shown in Table 7.  These include 13 

children with child protective services needs and 17 with exceptional needs, handicaps or 

diagnosed disabilities. The largest group with unique characteristics are the 68 community 

college and California state university students.  Together the children listed in Table 7 represent 

less than 5 percent of all children waiting for subsidized care.  
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Table 7: Children on the CEL with Special Needs and Other Unique Characteristics 

Number Share 
Exceptional Needs 12 >1% 

Child Protective Services 13 >1% 
Disability/ Handicap 5 >1% 

Teen Parent 4 >1% 
Migrant 2 >1% 

Community College Student 68 3% 

Direct Service Providers Are Underearning Their Contracts Because the SRR Does Not Cover 
Costs 

Around 40 percent of subsidized children in San Mateo are served through 23 direct 

service child care and early childhood education providers.  These providers offer care through 

slots paid for by contracts with CDD.  However, these direct service providers are not earning 

their full contract amounts.  In fact, the net unearned child days of enrollment (cde) over the last 

three years has ranged from 8 to 13 percent of the contract amounts.  In 2002/2003, the unearned 

cde totaled 54,841, even after accounting for some contractors who overearned.  These unearned 

days are equivalent to full year care for 200 or so more children, about one-tenth of the county’s 

CEL. 

Twenty-two of these direct service providers responded to a survey for the AB1326 pilot 

project. Of these, 9 providers (39 percent) indicated that they would not fully earn their contracts 

this year. (Another entirely relinquished its contracts.)  When asked why they would not fully 

utilize their contracts, 6 out of 9 indicated the standard reimbursement rates were too low.  Two 

of the remaining three indicated that they had trouble finding eligible children to fill the slots, 

and the third did not have sufficient space.  Those who cited the low reimbursement rates 
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commonly cited additional related reasons, such as the lack of space (the reimbursement rates 

did not justify expansion) or the ability to fill spots with higher paying full fee families.  

Contract providers who responded to the survey reported their total audited costs and 

total child days of enrollment.  Although we cannot exactly assign costs to different age groups 

in care, we can combine these numbers with the distribution of children served by age and the 

adjustment factors for different age groups to estimate the cost of care by age.  This rough 

approximation method results in the estimated average cost of care shown in Table 8.  

Table 8: Estimated Costs and Reimbursement Rates for Direct Service Providers  
in San Mateo County 

Estimated Costs 
Mean Median Adjusted SRR 

Infant $56.44 $54.31 $47.84 
Toddler $51.76 $49.08 $39.40 
Preschool $37.13 $35.06 $28.14 
School-age $31.24 $29.00 $19.78 

Table 8 shows that standard reimbursement rates only meet about 80 percent of the 

median costs of care and only about 75 percent of the average cost (the higher average suggests 

that some high cost providers pull up the average across all providers).13 

13 The RMR ceiling is 19 percent higher than the cost of care reported by Title 5 centers in San Mateo.  The audited 
expenses do not account for other resources that may be supplementing the revenues  

26 

http:providers).13


 

 

 

 II. Local Policy for Child Care Subsidies 

27 



 

 

 

 

 

 

 

 

 

 

 

 

This page left intentionally blank 

28 



 

 

                                                

  

 

 

A Eligibility for Subsidies 

The San Mateo County Child Care Subsidy Pilot will be implemented against the 

backdrop of changing state policies on child care subsidies.  In particular, the Governor has 

proposed a number of eligibility changes with the intention of capturing fiscal savings.  Based on 

the resolution of this year’s budget, these changes will not be implemented this year, but may be 

addressed in future budgets. For this reason, we present the proposed rules to govern families’ 

eligibility for subsidized child care in comparison with both existing state policy and the 

Governor’s current proposals. Our interpretation of the Governor’s proposals are based on the 

fact sheets developed by the California Department of Education.14 

In general, the pilot’s eligibility rules are based on two guiding principals:  (1) Wherever 

possible, San Mateo County would like to maximize eligibility without creating unintended 

incentives; and (2) Given the absence of new funding, the pilot is unlikely to be able to avoid 

implementing forthcoming changes in statewide eligibility rules that have fiscal impacts on the 

County. The discussion following each element of the pilot’s changes describes the thinking of 

the AB1326 Planning Group in selecting this policy, as well as any issues or challenges related 

to the change. 

14 Available at http://www.cde.ca.gov/cyfsbranch/child_development/factsheets.htm. 
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 Maximum Age 

Current Governor’s Proposal AB1326 Pilot 

Children under 13 eligible Children under 11 eligible, 11 
and 12 year olds eligible only 
if no after-school programs 
available 

Keep current age eligibility 
unless Governor’s proposal 
passes and imposes contract 
cuts. 

Discussion: The AB1326 planning group concurs with the policy considerations/ 

concerns raised in the CDE fact sheet “Child Care Eligibility – 11 and 12 Year Olds.” In 

particular, removing eligibility for 11 and 12 year olds requires the availability of alternative 

before and after-school programs, which may not be available, may not meet parents’ needs 

when they are available, and where providing priority to CDD subsidized populations may not 

meet the selection criteria or missions of these programs.  In addition, this provision may be 

quite burdensome to implement, given the need to identify the availability of other programs. 

However, the Governor’s budget assumes a fiscal saving of $57.3 million.  If this change 

entailed a cut in existing resources to the County, the pilot project would not have the resources 

to offset these cuts. 
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Time Limits 

Current Governor’s Proposal AB1326 Pilot 

A. Stage 3 is not time limited. 

B. No time limit for CPS 
related referrals, recertified 
every 6 months  

C. Education or training 
qualifies as a basis for 
establishing the need for care. 

D. Eligibility while seeking 
employment limited to 60 
days 

E. Eligibility while seeking 
permanent housing not time 
limited. 

Stage 1 and 2 families are 
placed on waiting lists to 
move to the general AP 
program and Stage 3 is time 
limited to 1 or 2 years (on aid, 
off aid). Current Stage 3 
families move with funding to 
the general AP program. 

For non-social worker CPS 
referrals, eligibility limited to 
3 months. For social worker 
CPS referrals, no time limit, 
recertification every 12 
months. No budget impact. 

Education and training only 
qualifies as basis for the need 
for care for 24 cumulative 
months. No budget impact. 

Eligibility while seeking 
employment limited to 6 
weeks. No budget impact. 

Eligibility while seeking 
permanent housing limited to 
6 weeks. No budget impact. 

Because of associated budget 
cuts, pilot will reflect final 
rules passed. 

For non-social worker CPS 
referrals, eligibility limited to 
3 months. For social worker 
CPS referrals, maintain 6 
month recertification (with 
clear risk assessment) 

Keep current non-time-limited 
need eligibility due to 
education and training. 

Keep current eligibility while 
seeking employment.  

Keep current eligibility while 
seeking permanent housing. 

Discussion: Other than the limit on non-social worker referrals, the planning group does 

not support proposed time limits.   

Regarding item A, at present, 750 children in San Mateo County now receiving Stage 3 

assistance would be moved, along with the associated funding, to the general AP program.   
31 



 

 

Moving families from Stage 1 and Stage 2 into the “general arena” for care will also mean 

displacing non-CalWORKs children currently funded through Title 22 funds and Title 5 centers, 

reducing subsidy resources flowing to the county through Stage 1 and 2 funds without offsetting 

increases in the Child Development Division resources for subsidized care.    

The Governor’s proposed change on education and training as a basis for a need for child 

care (item C) represents a major policy change away from treating education and training on par 

with employment as a reason for subsidizing child care.  In light of job losses in Silicon Valley 

and job growth largely limited to sectors such as biotechnology and health care that require 

substantial formal education and training, such a change would not support economic 

development goals in San Mateo County. Based on the CDE fact sheet “Child Care Need – New 

Limitation for Education and Training” (as well as “Child Care Need Criteria – Additional 

Limitations” addressing items D. and E.) changes in need definitions appear to be fiscally 

neutral. Therefore, the AB1326 pilot would not enact these elements unless there are, in fact, 

associated cuts in allocations, since AB1326 does not provide resources to backfill cuts proposed 

in the Governor’s budget. 
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Income Eligibility Threshold 

Current Governor’s Proposal AB1326 Pilot 

Income eligibility ends at 75% For Tier I counties, 75% of To become initially eligible, 
of 2000 SMI ($39,000 for 2000 SMI with future changes families must meet the state 
family of 4) based on growth in the income eligibility rules. For 

California Necessities Index participating families, income 
(CNI). eligibility ends at 85% of 

current California SMI as 
published by the U.S. Census 
Bureau ($54,197 in FY2004). 

Discussion: Given the evidence on the cost of living in San Mateo County shown in 

section I.A. above, this planning group proposes that the income threshold at which participating 

families lose eligibility for subsidies equal the maximum allowable under federal regulations 

(which is the maximum allowable under AB1326).  Current federal regulations limit eligibility 

for subsidies paid through funds from the Child Care and Development Fund (CCDF) to 85 

percent of the state median income.  The current eligibility thresholds for subsidies in California 

are based on “75 percent of state median income.”  However, the benchmark of state median 

income used for California subsidy policy does not reflect the current state median income 

calculations developed annually by the Census Bureau and published by the U.S. Department of 

Health and Human Services for CCDF and other program regulations.  As Figure 10 

demonstrates, the “benchmark SMI” used for California’s statewide subsidy rules is substantially 

lower than the current SMI reported by the Census Bureau.  In fact, this benchmark SMI is 
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closest to the measure reported by the Census Bureau for 1999, reflecting money income in 

1996. 15 

Figure 9: Median Income for 4-Person Families in California by Fiscal Year 
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Source for Median Income: U.S. Census Bureau, "Median Income for 4-Person Families, By State," at www.census.gov/hhes/income/4person.html. 
The U.S. Department of Health and Human Services publishes these annually and uses the statistics for the Low Income Home Energy Assistance 
Program (LIHEAP) and the Child Care and Development Fund (CCDF). Fiscal year measures reflect money income three years earlier.

 A move to 85 percent of the current SMI would bring the income eligibility threshold 

above 100 percent of the benchmark SMI, a 39 percent increase over the existing state threshold.  

However, this new threshold will only represent 67 percent of San Mateo County’s median 

income from the 2000 Census and still falls well below the self-sufficiency standards developed 

by WOW and similar organizations (Figure 11).  Based on data reported by contracted 

15 Each fiscal year’s reported SMI – the measure used for national program regulations – reflects the money income 
three calendar years earlier.  Therefore, the 2004 state median income reported reflects income of California families 
in 2001. 
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Figure 10: Pilot Income Threshold Compared to San Mateo County Income Measures  

$7,000 

Median family income, San Mateo Co. 2000 Census,  $6,728 
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85% of HHS FFY2004 SMI, $4,516 
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$3,500 
Average monthly income, Title V "incomed out" families",  $3,562 

75% of Benchmark SMI,  $3,250 

$3,000 

providers, the average monthly income of families who became income ineligible in the last year 

($3,562) was well below this new threshold. 
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There are a number of issues to note regarding the selection of this income eligibility 

threshold:  

1. Waiting lists: Because no new funding will be available (other than limited resources from 

underutilized contracts and family fees discussed below), the increase in income eligibility is 

likely to lengthen the time on waiting lists.  In particular, lower income children will wait 

longer to move into subsidized slots that would have been vacated by children “incoming 

out.” Presumably any child who enters subsidized care would now be eligible for a longer 

period than before, so the fewest spots will open up in the first years but the turnover will 

remain permanently lower. The magnitude of this effect will depend in part on the magnitude 

of family fees imposed on higher income families and on the share of these fees used to 

increase enrollments versus reimbursement rates.   

2. Entrance v. exit income eligibility: To minimize the impacts of extended income eligibility 

for families on the CEL, the planning group proposes that the County keep the statewide 

rules for eligibility at entrance and use the new income cutoff only for eligibility at exit.  

Since families typically enter either through CalWORKs or by having the lowest income on 

the waiting list, the difference between entrance and exit eligibility should have relatively 

little effect, except for families with CPS children who are currently above the income 

threshold, since these families receive higher priority on the waiting list than do lower 

income, non-CPS families. (The Governor’s proposal would preclude subsidizing CPS 

children from families that don’t meet the other eligibility requirements.)  However, this rule 

would also prevent providers with their own waiting lists from admitting families above the 

state income threshold but below the county income threshold; in this case, these providers 

would need to use the CEL to identify additional children for subsidies.   
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3. Difference between statewide eligibility and San Mateo County eligibility: The Governor’s 

budget proposes to update future income thresholds using the California Necessities Index 

(CNI) – a cost of living adjustment – rather than updating with the growth in state median 

income, a measure tied to the economic well-being of all families in the state.  Assuming 

there are no real declines in state median income, the SMI is likely to grow faster than the 

CNI (that is, increase in real terms).  Thus, the gap between income eligibility in San Mateo 

and other Tier I counties (as well as Tier II and III, which are benchmarked off a lower share 

of median income) will increase over time.   

4. Children covered by new income eligibility threshold:    Although AB1326 primarily 

addresses the challenges facing direct service providers, the planning group expects that 

changes in eligibility that create no new costs will apply to all children in subsidized slots at 

direct service providers, but also children covered by Stage 3, GAPP and FAPP through the 

San Mateo County Human Services Agency, Child Care Coordinating Council and PACE-

APP. This income eligibility threshold would also apply to state preschool programs in San 

Mateo County. 
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B  Family Fees 

Conceptually, the AB1326 fee schedule is designed to transition families from the 

existing low family fees to gradually take on the typical full cost of care in San Mateo County 

instead of immediately jumping from minimal fees to the full cost of care at their chosen 

providers, as discussed in section I.A. above. Consistent with federal guidelines, the fees for 

families above the state cutoff do not depend on the age of children or the category of care.   

However, fees do rise with the number of children in subsidized care, in order to transition 

families to the private market costs for multiple children.16 

The notion of “typical cost” is used to ensure that the fees account for the magnitude of 

child care costs in the county without penalizing families for choosing higher or lower priced 

care. The “typical” full cost is based on average (mean) full-time center-based care for children 

aged 2-5 in San Mateo County, based on monthly fees in the most recent regional market rate 

survey (RMR).  Children who income out of Title 5 centers are typically older than 3 (according 

to reports by San Mateo County providers).   

Current Governor’s Proposal AB1326 Pilot 

No family fees for families 
below 50% of SMI. For 
families between 50% and 
75% of SMI, fees increase 
from $2 per day to $10.50 per 
day for full time care 

Family fees imposed at 40% 
of benchmark SMI.  Fees 
regardless of family size 
start at 1.4% of income and 
reaches a maximum of 10% 
of income.  

In the “transition” range of 
income between the statewide 
and county pilot income 
thresholds, family fees increase 
in eight steps to gradually 
transition between statewide 
family fees and the typical cost 
of care for families in the 
market. 

16 Consistent with existing policy for state preschool, children enrolled in state preschool whose income exceeds the 
state income eligibility cutoff will not face family fees. 
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Calculation Strategy:  

Define 

A = maximum monthly fee for full-time care under existing fee schedule 

B = mean monthly fee for 1 child in full-time center-based care in San Mateo County, ages 2-5, 
most recent RMR 

Goal: Move from A to B (for families with one child in subsidized care) or from A to B times 
number of subsidized children (for families with more than one child in care) 

For the first child:   

1. Divide (maximum income threshold for pilot minus maximum income cutoff for state 
eligibility) into 8 steps to determine cutoff points for each row in fee schedule table 

2. Divide (B-A) into 8 steps to determine monthly fees, translate into daily fees. The fee for the 
first step is calculated as the average between A and A + 1/8th (B-A), and so on. 

The resulting fees are then rounded to even dollar amounts for full-time care. Following the 
structure of the existing fee schedule, the fee for part-time care is half the full-time fee and the 
hourly fee is one-tenth. 

Figure 11: Illustration of Change in Fees 

Example family of 4 with expected monthly child care costs of $850 ( 1 pr eschooler) 
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Table 9: Extended Family Fee Schedule – AB1326 Pilot 

For child in care most 
hours, family pays Family Size and Income Level 

For each additional 
child, family pays 

Hourly 

Part-
time 
Daily 

Full-
time 
Daily 1-2 3 4 5 6 7 8 9 10 11 12 Hourly 

Part-
time 
Daily 

Full-
time 
Daily 

1.20 6.00 12.00 2731 2926 3251 3771 4291 4388 4486 4583 4681 4778 4876 0.20 1.00 2.00 

1.50 7.50 15.00 2863 3067 3408 3954 4499 4601 4703 4805 4908 5010 5112 0.70 3.50 7.00 

1.80 9.00 18.00 2996 3210 3567 4137 4708 4814 4922 5028 5136 5242 5350 1.10 5.50 11.00 

2.10 10.50 21.00 3129 3352 3725 4321 4917 5028 5140 5251 5364 5475 5587 1.50 7.50 15.00 

2.40 12.00 24.00 3262 3495 3883 4504 5126 5241 5359 5474 5592 5707 5825 2.00 10.00 20.00 

2.70 13.50 27.00 3394 3637 4041 4688 5334 5455 5577 5697 5819 5940 6062 2.40 12.00 24.00 

3.00 15.00 30.00 3527 3779 4200 4871 5543 5668 5795 5920 6047 6172 6299 2.90 14.50 29.00 

3.30 16.50 33.00 3660 3922 4358 5055 5752 5882 6014 6143 6275 6405 6537 3.30 16.50 33.00 

3.50 17.50 35.00 3793 4064 4516 5238 5961 6095 6232 6366 6503 6637 6774 3.50 17.50 35.00 
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When Two or More Children are Subsidized: 

Figure 12: Calculating Fees With 1 or 2 Children In Subsidized Care Full Time 
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Under the pilot, family fees above the state cutoff are designed to gradually close the gap 

between the maximum state fees (A) and the typical cost of unsubsidized care.  Since providers 

typically charge more for additional kids in care, this strategy requires family fees to rise with 

the number of children in care.  Operationally, the pilot fee schedule is designed to gradually 

close the gap between the same base fee under the current system (A) and the higher costs for 

multiple children without subsidies (B), as shown in Figure 13.  Under this fee schedule, a 

parent of two children pays less than twice as much as a parent of one until their income 

approaches the eligibility cutoff.  The difference between the fee for one child and for two 

children determines the incremental payments shown in the right hand columns of the fee 

42 



 

 

  

 

 

schedule in Table 9. The pilot group still needs to resolve details about how to implement these 

fees when subsidized care is provided by different providers. 

Discussion: 

Differences between actual and “typical” cost of care: The actual income at which a 

family will transition out of subsidized care and the jump in costs this family will face when the 

child exits subsidized care will both depend on how the fees of that child’s provider compare to 

typical market fees.  Families whose children are served by providers who charge more than the 

average price for care will face a larger jump in costs when they income out of care.  Families 

whose providers charge less than the average price for care will face smaller increases in costs at 

the last step in the transition face.  In some cases, providers may charge less than the family fee 

shown in the fee schedule as families near the income cutoff.  At this point, families would just 

pay the actual cost of care, rather than the family fee in the schedule, effectively exiting the 

subsidy system at a lower income threshold. 

Deduction of fees to other providers: The family fees shown in the extended fee schedule 

only apply to subsidized care settings.  However, because they are intended to provide a 

transition to the typical cost of care, rather than representing the maximum a family is expected 

to pay, families above the state income cutoff will no longer be able to deduct from these fees 

receipts paid to other care providers.  For example, a family of four with income below $3250 

per month and an infant in care for $900 per month could deduct the $900 from family fees paid 

for a subsidized preschooler, resulting in no actual family fee paid by this family.  If these fees 

continued to be deducted in the transition income range (between the state cutoff and the pilot 

cutoff), fees would stay at zero through the entire income range, creating the same jump in costs 

to parents at the end of the income eligibility period as currently exists under the state rules.  An 
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ideal fee schedule would take into account each family’s actual fees paid at the state cutoff point 

(point A) and use that as the basis for determining each step in the fee schedule.17  Unfortunately, 

this is not feasible. Although such families will face a higher than average increase in families 

fees as they enter the transition income range, their costs will still be substantially lower than 

they would have been in the absence of the pilot. 

Fees as a share of income: One goal of the extended income eligibility range is to create 

a transition from the existing fees to the full cost of care.  Unfortunately, because of the high cost 

of child care in San Mateo County, it is not possible make this transition and still keep family 

fees below 10 percent of family income, especially for families with multiple children in care.  

However, by gradually increasing fees with income, the pilot significantly lowers the share of 

income required to pay for child care in the extended eligibility range.  For example, without the 

pilot, a family with one child in full-time subsidized care and one child in part-time subsidized 

care would have to pay 38 percent of their income for child care if they earned just above the 

existing cutoff.  Under the pilot, the same family pays only 8 percent of income in fees.  By the 

time they earn enough to disqualify, their income has increased so the full cost of care represents 

a somewhat lower 27 percent of income.    

Table 10 shows the pilot monthly fees at different monthly income levels, where this 

income falls relative to the benchmark SMI and current fiscal year SMI as defined by the Census 

Bureau, and the share of monthly income this fee represents. 

17 In practice, this would mean a family does not jump from $0 fees to $12 per day at the first step, but each 
additional step would be larger than under the proposed schedule to end up at the same total cost point B.  
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Table 10: Pilot Fees as Share of Monthly Income 

As % of As % of Share of 
benchmark FFY2004 Pilot monthly 

Income SMI SMI monthly fee income 

1 FT child 
$3250 75% 61% $214 7% 
$3400 78% 64% $245 7% 
$3600 83% 68% $367 10% 
$3800 88% 72% $428 11% 
$4000 92% 75% $490 12% 
$4200 97% 79% $612 15% 
$4400 102% 83% $673 15% 
$4600 106% 87% $850 (full fee) 18% 

$3251 Without pilot: $850 (full fee) 26% 

1 FT child, 1 PT child 

$3250 75% 61% $214 7% 
$3400 78% 64% $265 8% 
$3600 83% 68% $479 13% 
$3800 88% 72% $581 15% 
$4000 92% 75% $694 17% 
$4200 97% 79% $908 22% 
$4400 102% 83% $1010 23% 
$4600 106% 87% $1250 (full fee) 27% 

$3251 Without pilot: $1250 (full fee) 38% 
2 FT children 

$3250 75% 61% $214 7% 
$3400 78% 64% $286 8% 
$3600 83% 68% $592 16% 
$3800 88% 72% $734 19% 
$4000 92% 75% $898 22% 
$4200 97% 79% $1204 29% 
$4400 102% 83% $1346 31% 
$4600 106% 87% $1700 (full fee) 37% 

$3251 Without pilot: $1700 (full fee) 52% 

Earnings incentives: Compared to the existing rules, the new fee schedule improves the 

returns to work for families near the current income cutoff.  As Table 11 shows, under both the 
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current rules and the pilot, a $3.05 to $6.68 per hour or more wage increase would be required to 

cover the additional costs of care for families moving from the current maximum fees of $10.50 

per day to the full cost of care, depending on the number of children in care and where the 

provider’s fees fall in the distribution.  At present, families moving above $3250 per month 

(equal to combined full-time wages of about $18.75 per hour) would need a 16 to 36 percent 

wage increase to make it worth disqualifying for child care.  Under the pilot, a 1 to 2 percent 

wage increase would be sufficient to make it worthwhile to a parent to cross the boundary of 

$3250 per month. Depending on the number of children in care, the next boundary jump would 

require a 2 to 4 percent wage increase to give families additional net income.  The percent wage 

increase required gradually falls as wages rise, except for families using providers at the rate 

ceiling – for these families, it would take a 4 to 6 percent wage increase to lose the subsidy at the 

85 percent of state median income cutoff.   

Table 11: Hourly Wage Increase Needed to Offset Additional Child Care Fees at 
Boundaries, Family of Four 

Income Increase  One Child Full-Time One Child Full-Time, One 
Child Part-Time 

From  - To Current Rules AB1326 Current Rules AB1326 
$3250 - $4517 $3.05-$4.01* $5.13-$6.68* 

$3250 - $3251 $3.05-$4.01* $0.19 $5.13-$6.68* $0.32 
$3407 - $3408 - $0.38 - $0.69 
$3566 - $3567 - $0.38 - $0.63 
$3724 - $3725 - $0.38 - $0.63 
$3882 - $3883 - $0.38 - $0.69 
$4040 - $4041 - $0.38 - $0.63 
$4199 - $4200 - $0.38 - $0.69 
$4357 - $4358 - $0.38 - $0.63 
$4515 - $4516 - $0.24 - $0.26 
$4516 - $4517 - $0 - $0.95* - $0 - $1.42* 

* Represents range from the mean price for care to the ceiling rate. 
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C Pilot Reimbursement Rate and Maximizing Efficient Use of Contracted Funds  

The “pilot reimbursement rate” (PRR), the standard reimbursement rate under the 

AB1326 pilot, and the strategies to maximize the efficient use of contracted funds are closely 

interlinked issues.  Although some additional resources may become available through higher 

family fees, the primary funding for a higher reimbursement rate is unearned balances on 

existing or recently relinquished contracts in San Mateo County.  Therefore, maximizing the 

PRR requires a reallocation of contract funds from under-earning providers to fully-earning 

providers. 

Unfortunately, because of both restrictions on funding streams and audit requirements, 

the Department of Education Fiscal Services Division has imposed several restrictions on the 

movement of funds across contracts.  First, the funds cannot shift across contract types.  The 

most important limitation created by this restriction is the inability to use the AP system to 

temporarily shift funding.  Second, funds can only move through formal contract mechanisms, 

either by some providers relinquishing funds and other providers bidding for those funds, or by 

subcontracts between providers. Third, providers who do not choose to participate now cannot 

participate in the future.  This restriction has a number of implications.  The Department has 

indicated that under-earning non-participants are at risk for having resources removed from their 

contracts and rebid to participants.  This risk bars providers from waiting to decide their 

participation based on the success of the pilot and provides an incentive to participate up front.  

In turn, these initial decisions make the pilot a more concrete experiment, with outcome 

measures based on a stable panel of providers.  Providers do have the option of stopping 

participation in future years. 
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Table 12: Participation Status as of August 13, 2004 

Participating 
Direct Service Providers 

Bayshore Child Care Services 
City of Pacifica 
Coastside Children’s Programs 
Coastside Infant/Toddler Center 
Creative Montessori Learning 
Family Service Agency of San Mateo County 
Friends To Parents 
Garfield Charter School 
Norma Gist Peoples Free CD Program 
OICW (Opportunities Industrialization Center West) 
Palcare 
PARCA/Project Reach 
Ravenswood City Elementary School District 
Redwood City Child Devt Programs Inc 
Redwood City Elementary School District 
San Bruno Park Elementary School District 
San Mateo County Office of Education 
San Mateo Community College 
San Mateo-Foster City School District 
South San Francisco Unified School District 

AP Agencies 
Child Care Coordinating Council of San Mateo County 
County of San Mateo Human Services Agency 
PACE-APP 

Declined 
City of Menlo Park 
Jefferson Elementary School District 

Relinquished 
La Honda-Pescadero Unified School District 

At this time, all but two of the ongoing contractors in San Mateo County have committed 

to participating in the pilot, as shown in the table above.  The pilot planning group is now 

working with each participating contractor to develop tentative contract terms that describe their 
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expected child days of enrollment, maximum reimbursable amount, and any subcontract 

agreements.   

Pilot Reimbursement Rate 

Current Governor’s Proposal AB1326 Pilot 

The SRR is $28.14 per child No change. The PRR or pilot 
day of enrollment for Title V reimbursement rate will provide 
contracts, with adjustments for an 8 percent increase over 
age and other characteristics. existing reimbursement rates, 
Part-day state preschool is for all contract types.  
reimbursed at $17.96 per child 
day of enrollment.  

The pilot reimbursement rate is determined by the number of participating contractors, 

their preferred level of service, and their willingness to relinquish or subcontract funds and/or 

their willingness to expand enrollment.  AB1326 mandates that pilot participants on aggregate 

must increase their child days of enrollment by 2 percent compared to the 2002-2003 enrollment 

levels. Therefore, the PRR must satisfy three constraints: 

• the available resources must cover a 2 percent increase in the 2002-2003 enrollment at 
participating providers, an increase of 11,693 child days of enrollment on a base of 
584,661, for a total enrollment of 596,354 as shown in Table 13;18 

• contractors will not be required to relinquish or subcontract out excess resources 
involuntarily; but 

• the main resources available are funds that either have been relinquished by direct 
service providers in San Mateo County or are offered through subcontracts, which 
include approximately $336,000 (plus COLA) in funding from one contractor no 
longer in service; $218,000 from a second contractor unable to complete a planned 
expansion; and smaller amounts from additional contractors. 

18 All calculations are subject to confirmation by the California Department of Education.  The baseline does include 
two contracts that are now administered through different agencies (Garfield is handled by the Redwood City School 
District and the latchkey program formerly at the San Mateo Foster City School District is now administered by the 
County Office of Education). 
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Table 13: Calculation of Child Days of Enrollment Target 
2002-03 cde 2003-04 cde 

Contractor Name - Participants Type (final) (projected) 
BAYSHORE CHILD CARE SERVICES FCTR 5,523 5,209 
BAYSHORE CHILD CARE SERVICES GCTR 35,493 35,546 
BAYSHORE CHILD CARE SERVICES GLTK 4,293 3,803 
CITY OF PACIFICA GCTR 8,408 5,940 
CITY OF PACIFICA GLTK 5,121 5,302 
COASTSIDE CHILDRENS PROGRAMS FCTR 2,745 3,117 
COASTSIDE CHILDRENS PROGRAMS GCTR 5,200 6,010 
COASTSIDE CHILDRENS PROGRAMS GLTK 2,526 1,734 
COASTSIDE INFANT/TODDLER CTR GCTR 3,235 3,268 
CREATIVE MONTESSORI LEARNING GCTR 11,157 10,300 
CREATIVE MONTESSORI LEARNING GPRE 5,645 4,531 
FAMILY SVC AGY OF SAN MATEO CO FCTR 12,874 12,212 
FAMILY SVC AGY OF SAN MATEO CO GCTR 38,107 38,760 
FAMILY SVC AGY OF SAN MATEO CO GLTK 3,873 4,139 
FRIENDS TO PARENTS FCTR 3,590 2,684 
FRIENDS TO PARENTS GCTR 13,298 12,775 
GARFIELD CHARTER SCHOOL GPRE 8,319 8,125 
NORMA GIST PEOPLES FREE CD PRO GCTR 6,389 6,186 
OPPOR INDUSTRIALIZATN CTR WEST FCTR 2,658 2,718 
OPPOR INDUSTRIALIZATN CTR WEST GCTR 12,031 12,272 
PALCARE GCTR 10,689 11,940 
PARCA/PROJECT REACH* GLTK 1,314 1,640 
RAVENSWOOD CITY ELEM SCH DIST FCTR 4,731 4,819 
RAVENSWOOD CITY ELEM SCH DIST GCTR 33,087 39,469 
REDWOOD CITY CHLD DEV PRMS INC FCTR 3,141 3,006 
REDWOOD CITY CHLD DEV PRMS INC GCTR 17,975 17,911 
REDWOOD CITY ELEM SCHOOL DIST FCTR 9,212 10,554 
REDWOOD CITY ELEM SCHOOL DIST GCTR 56,208 51,854 
REDWOOD CITY ELEM SCHOOL DIST GPRE 38,551 43,052 
SAN BRUNO PARK ELEM SCH DIST GPRE 12,342 12,681 
SAN MATEO CO OFFICE OF EDUC GPRE 81,106 81,949 
SAN MATEO CO OFFICE OF EDUC GWAP 12,649 12,347 
SAN MATEO COMM COLLEGE GCTR 11,086 13,314 
SAN MATEO-FOSTER CITY SCH DIST FCTR 12,672 14,385 
SAN MATEO-FOSTER CITY SCH DIST GCTR 32,942 33,475 
SAN MATEO-FOSTER CITY SCH DIST* GLTK 7,117 6,244 
SAN MATEO-FOSTER CITY SCH DIST GPRE 21,415 21,800 
SOUTH SAN FRANCISCO UNIF SCH D GCTR 19,561 18,038 
SOUTH SAN FRANCISCO UNIF SCH D GPRE 8,379 8,353 
Total 
2% of 2002-03 

584,661 
11,693 

591,461 

Total target 2004-05 596,354 

Source: 
San Mateo County Center-based Contracts Final Earnings Data for Fiscal Year 2002/03 
San Mateo County Center-based Contracts Projected Earnings Data for Fiscal Year 2003/04

  both as of June 15, 2004, provided by Steev Schmidt, CDE Fiscal Analyst 

* Child days of enrollment calculated as child hours of enrollment divided by 8.435. 
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Consistent with the San Mateo Pilot Project Reserve Account Policy established by the 

California Department of Education (see appendix for this policy statement), reserve account 

balances held by some contractors are not considered available to the pilot for the purpose of 

raising the PRR.  However, contractors will continue to have access to these funds for one-time 

and emergency expenditures, in the same way they are currently available. 

To calculate the PRR within these constraints, we are following seven steps, conducted 

for a series of hypothesized increases in the SRR from 1 percent to 10 percent.  Table 14 shows 

the results supporting the plan for the proposed 8 percent increase in the SRR:   

1. Participating providers were asked whether they would prefer to serve (A) fewer 
children with the same reimbursements as 2003-04, (B) the same number of children 
with higher reimbursements or (C) serve a specified number more children, some of 
whom could be served within their existing contract amounts.  

2. For each provider, we calculated their average reimbursement per cde for 2003-2004, 
by dividing their earned contract amount by their earned child days of enrollment.  
There are two reasons why this average reimbursement would differ from the SRR: 
First, the SRR is adjusted by the age of the children.  Since providers commonly serve 
a mixture of ages of children, the average reimbursement weights the SRR by the 
number of children served in each age category.   Second, many families currently 
served by contractors pay family fees, which lower the reimbursement per cde.  We 
calculate the PRR as percentage increases in this average reimbursement amount.  
This calculation therefore assumes that contractors serving the same number of 
children will have the same mix of ages and family fees. 

3. For providers in group (A), we assumed that the earned child days of enrollment in 
2004-05 would be the same as in 2003-04 (column A, rows 2 and 3). For these 
providers, 

a. We calculated the maximum reimbursable amount (MRA) as the child days of 
enrollment times the average reimbursement rate in 2003-04 plus COLA plus 8 
percent. (column A, row 7) 

b. If the new MRA was at or below a provider’s existing MRA plus COLA, the MRA 
for 2004-05 was unchanged, unless providers offered to give up part of their existing 
contracts (row 10). 
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c. If the new MRA was above the provider’s existing MRA, a higher MRA was 
recorded, and the difference between the new 2004-05 MRA and the 2003-04 MRA 
plus COLA was calculated as additional funds needed.  (column A, row 8) 

4. For providers who wanted to keep the same MRA (column B, rows 6 and 7), we 
consider two cases: 

a. For providers in group B that were already fully earning their MRA, we divided their 
2003-04 MRA plus COLA by their average reimbursement rate plus COLA plus 8 
percent, resulting in lowered child days of enrollment.  . 

b. For providers in group B that did not fully earn their MRA in 2003-04 but anticipate 
being able to fully earn it in 2004-05, the calculation is somewhat more complicated.  
For these providers, we first determine how much could be earned with the same 
enrollment, as in step 3 above.  If this is below the MRA they plan to fully earn, it 
means they plan to serve more children than in 2003-04 (although fewer than 
expected in their contracts).  When this calculation shows that more children would 
be served, we assume that the additional children served will be in the same age 
proportions as those currently served (an assumption that may not hold, as discussed 
below). However, we do not assume that these newly served children will face 
family fees.  Therefore, the additional child days of enrollment are calculated as the 
$28.14 SRR plus COLA plus 8 percent times a weighting factor for ages.  For 
example, a provider that serves half preschool children and half school-age children 
would receiving a weight of 0.75 (the average of 1 and 0.5). The increase in cde is 
then calculated as the remainder of the MRA after serving the existing children, 
divided by the average cost to serve a new child. 

c. As shown in the table (column B, rows 2 and 3), on net, the number of extra child 
days of enrollment slightly exceeds those lost due to the higher rate.  There is no 
increase in the MRAs for these providers, so there is no need for additional funds 
(column B, row 8). 

5. Finally, we have providers who plan to serve a specified number of additional 
children, partially within and partially over and above their existing enrollment.  For 
these providers, we use a mix of the approaches described in steps 3 and 4 above.  
Their new MRA is calculated as the cost of serving the existing enrollment as in 3a 
plus the cost of serving the expanded enrollment, as in 4b.  The result is an increase in 
both cde (column C, rows 2 and 3) and MRA (column C, rows 6 and 7).  As in group 
A, the group C providers will need augmentations to their MRAs, as shown in column 
C, row 8. 

6. As noted above, we worked with providers to identify those who would be willing to 
relinquish or subcontract part of their contract amounts to allow others to have higher 
reimbursements.  The total funds offered by participating providers is listed in row 10 
of Table 14. These funds were subtracted out of their MRAs before doing the 
calculations in row 7. These funds, along with those available from the La Honda-
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Pescadero contract (row 11), make up the total funds available to make up the 
additional need calculated in 8. 

7. For the 8 percent scenario, as for each of the other scenarios, we checked the findings 
against three criteria: 

a. The total child days of enrollment (column D, row 3) must be at least 102% of the 
2002-03 enrollment at the same providers (column D, row 1).  As the check in row 4 
demonstrates, the 8 percent scenario meets this requirement with a small buffer. 

b. The total additional funds needed to augment MRAs for participating providers 
(column D, row 8) must not exceed the total resource redirected to cover these costs 
(column D, row 12).  

c. Consistent with the second criterion, the funds needed beyond those relinquished by 
existing participants (the difference between column D, row 6 and column D, row 7), 
cannot exceed the only funds other than those available from the existing participants, 
the La Honda-Pescadero contract (column D, row 11). 

As Table 14 shows, an 8 percent increase in the SRR does not fully absorb the funds that 

are likely to be available and it also calls for child days of enrollment slightly in excess of those 

required in the pilot. We have chosen 8 percent as the preliminary rate allowing for these buffers 

in recognition that not all of the conditions assumed in the calculations will actually hold.  For 

example, if the ages of newly served children is different from those served previously, or if the 

level of parent fees fall, our assumptions on the costs of reaching the proposed cde will not be 

correct (the error could be in either direction).  We also want to leave a margin for error in 

meeting the pilot requirements if providers do not actually succeed in enrolling as many as they 

expect. Finally, some adjustments may be required to ensure that these requirements can be met 

without resources moving across contract types. 

We are currently working with providers to confirm the contract amounts assumed in 

these calculations, including the child days of enrollment and the MRA, including both increases 

and funds to be relinquished or offered for subcontract.  We are also confirming that the rate 

increase can be met within the existing contracts by type. We will provide these confirmed 
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amounts, along with any changes to the overall PRR, to the Department of Education as quickly 

as possible to expedite contract revisions. 
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Table 1: Calculations Supporting 8% Increase in SRR 

A. 

Same 
enrollment 

B. 

Same MRA 

C. 
Specific 

increase in 
enrollment 

D. 

Total 

1. Child days enrollment 2002-03 
2. Child days enrollment 2003-04 
3. Child days enrollment 2004-05 
4. Enrollment 04-05 / 02-03 

314,007 
316,039 
316,039 

196,934 
195,460 
197,297 

73,720 
79,962 
88,071 

584,661 
591,461 
601,407 102.9% 

5. Maximum reimbursable 2003-04 
6. 2003-04 MRA plus COLA 
7. Maximum reimbursable 2004-05  

$7,991,311 
$8,170,720 
$8,199,128 

$4,861,480 
$4,978,642 
$4,978,642 

$2,641,315 
$2,704,971 
$2,910,861 

$15,494,106 
$15,854,333 
$16,088,630 

8. Increases needed in specific MRAs1

9. Increase needed beyond participants $320,988 

$0 

$205,890 
$526,878 

$234,297 
10. Funds offered by participants 
11. Funds available from La Honda-Pescadero (with COLA)
12. Total available to meet need in (8) 

$298,000 
$344,000 
$642,000 

1 Costs for existing enrollments are based on the weighted standard reimbursement rate for each provider, defined as actual (or projected) reimbursements per 
actual (or projected) child days of enrollment, accounting for age differences, contract types and family fees.  Additional child days of enrollment are assumed to 
be reimbursed at full reimbursement rates (no family fees), weighted by the ages of children and contract type (such as GCTR or state preschool) for providers 
likely to take additional children. 
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D Minimizing Negative Effects on Low Income Families Waiting for Subsidies  

In their reviews of the draft outcome measures and needs assessment for this pilot, the 

Legislative Analyst’s Office and the Senate Office of Research both identified concerns with this 

pilot’s focus on higher income families, perhaps to the detriment of lower income families on the 

waiting list. (The full text of the reviews and our response is included in the appendix.)  In 

particular, the LAO believes that a goal of the pilot should be to reduce the waiting list in the 

lowest income ranges.  The pilot planning group has chosen not to refocus the goals of the pilot, 

but does recognize this concern and has tried to minimize the negative effects as possible. 

Reducing the waiting list is not a central goal of this pilot, because San Mateo County 

sought AB1326 as an experiment to explore ways to address concerns particular to high-cost 

counties: one, the high cost of providing care relative to the standard reimbursement rates and 

two, the earnings disincentives created by the enormous jump in costs when families “income 

out” of subsidized care. Unfortunately, the funding for this pilot is limited to unearned contract 

dollars and additional family fees for families above the existing state income thresholds.  Given 

this limitation, the pilot cannot address the unique issues for high cost counties and also address 

the scarce resources to move families off the waiting list.  Nevertheless, the pilot does seek to 

minimize potential negative effects of the plan on families waiting for subsidized care in three 

ways. 

First, as required in the legislation, the pilot will increase by at least 2 percent the total 

child days of enrollment at participating direct service providers.  Based on provider surveys, 

last year fewer than 2 percent of children lost eligibility due income increases.  Therefore, in the 

first year of the pilot, the share of children who otherwise would have lost eligibility should be 

less than two percent, resulting in a net increase in the number of low-income children removed 
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from the waiting list to subsidized care.  As the pilot matures, additional parent fees will be 

charged to families who exceed the state income eligibility threshold.  This represents an 

additional revenue source to increase enrollment from the waiting list.  

Second, to ensure that the increased income threshold does not open initial eligibility to 

higher income families (which would itself increase the waiting list), the income threshold is an 

exit threshold – to first receive subsidies, families must continue to be income eligible under 

state guidelines. 

Third, as long as the CEL is available, participating centers will be required to use the 

CEL when seeking additional subsidized families, consistent with AB1326’s requirement to 

prioritize lowest-income families first.  This expectation is embodied in the cost calculations 

underpinning the selected pilot reimbursement rate.  

As described in part III, we will also monitor how the policy changes under the pilot 

impact waiting lists and the income distribution of subsidized children, although these measures 

will not be included as “outcome measures” per se for two reasons:  First, the feasibility of 

tracking characteristics of children on the waiting list depends on the ongoing use of the CEL 

(Centralized Eligibility List), which the State is not supporting at this time.  Second, because the 

CEL includes only families who have requested assistance, fluctuations in the waiting list reflect 

not only changes in number of children served, but also changes in the number of families 

eligible for subsidies and in families’ awareness of the availability of subsidies.  Therefore, it 

would be difficult to identify whether changes in the CEL are related to the pilot or outside 

factors. 
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III. Evaluating the Success of the Local Plan 
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A Annual Reports 

As required by the legislation, the County of San Mateo will prepare annual reports on 

the progress of the pilot program for submission to the Legislature, the Department of Social 

Services, and the Child Development Division.  These annual reports will provide four types of 

information: First, they will document the implementation of the pilot, both for the county itself 

and to assist the State and other counties in considering the implementation of similar changes.  

Second, they will provide the results to date on each of the outcome measures listed in Section 

III.B below. Third, they will track conditions in the county, comparing San Mateo to elsewhere 

in the state as appropriate, to provide a context for the pilot’s progress.  Finally, they will identify 

any modifications in the pilot plan based on the previous year’s experiences.     

Implementation to Date 

The annual reports will provide a yearly picture of the implementation of the pilot using a 

variety of sources.  First, the reports will identify the number of direct service providers 

participating in the previous year and the number of subsidized children served by these 

providers. The County will also conduct brief participant satisfaction surveys with each 

participating provider, with results to be included in the implementation section, as well as basic 

information on which providers chose not to participate and where known, reasons why.  For a 

subset of children served in these contracted slots, the County will also conduct a brief parent 

satisfaction survey.  These surveys will identify the perceived success of the pilot, issues to be 

addressed, and remaining barriers to improving the provision of subsidized child care in San 

Mateo. Finally, we will conduct exit interviews for a sample of families who income out of 

care during the pilot.  These findings will be accompanied by a short narrative by the Child Care 
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Partnership Council describing the implementation of the pilot in the past year, along with 

information on which aspects seemed most successful, where challenges were encountered and 

how they were addressed. 

Context for the Pilot 

To accompany the outcomes tracking and implementation analysis, the annual reports 

will also update elements of the needs assessment provided in Section I of this plan.  In 

particular, the reports will update comparisons between the SRR, the AP reimbursement rate 

ceiling, and costs of care for direct service providers.  They will also document the pilot’s 

income threshold and family fees compared to those elsewhere in the state, with comparisons to 

the most recent state median income, fair market rent and child care market prices.  The annual 

reports will also track the number and characteristics of children on the Centralized Eligibility 

List in the county. Finally, the report will examine changes in total enrollment in child care and 

developmental services in San Mateo County, and the share of this enrollment that is subsidized 

through direct service, subsidized through AP and full fee.  As part of this contextual analysis, 

the annual report will also consider any changes in state or federal child care regulations or 

funding that may have significant impact on the pilot. 

Proposed Changes to the Pilot 

Based on the experience in the previous year, including information on outcomes, 

implementation and contextual information, the County of San Mateo will also regularly 

evaluate whether any aspects of the pilot program need to be changed, including possible updates 

of the fee schedules, income eligibility rules, SRR and contracting strategies.  No changes will 

be recommended that are not in conformance with AB1326 or with federal law. 
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B Outcome Measures 

Key Goals and Associated Outcome Measures 

San Mateo County will track an outcome measure to match each of the five goals for the 

individualized local child care subsidy plan described in the introduction.  In this section, we 

review each of these five goals and describe the associated outcome measure.  For each outcome 

measure, we provide a technical definition of the measure that will be used to guide its 

calculation and describe the data source or data collection plan.  Finally, the boxes list the 

baseline value of the measure and the target value for the first year of the pilot.  In most cases, 

we do not predict a specific target value, but rather indicate the direction of change expected.  In 

future years, these target values may be explicitly specified based on the experiences of the pilot 

implementation.   

Goal 1: Increase the retention of Title 5 center-based child care and development services 
contractors. 

Measure 1: The number of active direct service child care and development services 
contractors in San Mateo County 

Technical definition: The number of direct service centers providing contracted child 
care and development services on June 30th of each year. 

Data collection plan:  Use CDD CAT #5 report. 

Baseline value: The number of direct service center-based contractors who provided 
child care and development services on June 30, 2003. 

Direct service center-based contractors  providing child care 
and development services  in San Mateo County, 6/30/2003 23 

Direct service center-based contractors  providing child care 
and development services  in San Mateo County, 6/30/2004 22 

Source: CAT #5, CDE – Child Development Division 

Target value:  Same value as of 6/30/2004.  

Direct service centers-based contractors providing child care 
and development services in San Mateo County, 6/30/2005 22 
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Goal 2: Increase the aggregate child days of enrollment in subsidized care in San Mateo County. 

Measure 2: Aggregate child days of enrollment at participating contractors. 
Technical definition: Aggregate earned child days of enrollment among participating 
direct service contractors.   

Data collection plan: Child days of enrollment as tracked by CDFS using attendance and 
fiscal reports. The list of participating providers will be tracked by the Local Planning 
Council. 

Baseline value: The aggregate child days of enrollment in the 2002/2003 fiscal year at 
providers who amended contracts to participate in the local plan during the current fiscal 
year. 

Aggregate earned child days of enrollment at participating 
contractors in San Mateo County, 2002/2003 fiscal year  605,942 

Projected aggregate child days of enrollment at participating 
contractors in San Mateo County, 2003/2004 fiscal year  603,302 

Source: Attendance and fiscal reports. 

Target value:  At least 102% of baseline by end of first fiscal year of pilot. 

Aggregate earned child days of enrollment at participating 
contractors in San Mateo County, 2004/2005 618,061 

Goal 3: Increase the ability of low-income families to move toward self-sufficiency through 
higher earnings. 

Measure 3: Change in monthly income for families at risk of being income ineligible for 
child care subsidies 

Technical definition: Average one-year change in monthly income for families who 
were subsidized and had income between 65 and 75% of SMI twelve months prior to 
most recent recertification/follow up assessment.19 

Data collection plan: Complete recertification form for families one year after any 
recertification that shows income between 65 and 75% of SMI, even if families are no 
longer participating. 

Baseline value: Among families with income between 65 and 75% of SMI at 
recertifications conducted for the 2003-2004 fiscal year and completed prior to August 1, 

19 This definition was selected to focus on families most likely to forego earnings increases to avoid losing child care 
benefits under the existing rules.  
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2003, average change in monthly income between that period and 2004-2005 fiscal year 
recertification/follow-ups conducted prior to August 1, 2004.  

Average one-year income growth among families at risk of 
incoming out in fiscal year 2003-2004 

#3-TBD based 
on participating 

contractors 
Source: Survey contractors 

Target value: No specific value; should be greater than baseline.   

Average one-year income growth among families near the state 
threshold in 2004-2005. > #3 

The Legislative Analyst’s Office has indicated concerns over the feasibility of data collection for 
this measure.  We will make an initial assessment of the feasibility of collecting this information 
by October 1, 2004. If a reasonable response rate is not achieved for the baseline, or if in the 
future, a 50 percent or higher response rate is not achieved among families no longer subsidized, 
this measure and the next will be removed from the key outcome measures, although we will 
continue to track these measures along with those listed at the end of this section. 

Goal 4: Increase the stability of care placements for children whose families would otherwise 
become income-ineligible for child care subsidies. 

Measure 4: Stability of child care placements for children in families at risk of being 
income ineligible for child care subsidies 

Technical definition: Among children who were served in subsidized/contracted slots at 
participating providers and whose families had income between 65 and 75% of SMI at 
any recertification, share that were with the same child care and development services 
provider twelve months later, excluding children who move into kindergarten or 
otherwise age out of care offered by their provider.20 

Data collection plan: Complete recertification form for families one year after any 
recertification that shows income between 65% and 75% of SMI, asking about current 
providers for any children no longer with direct service provider. For new providers, 
check if licensed or trustlined. 

Baseline value: Among subsidized families with income between 65 and 75% of SMI at 
recertifications conducted between 8/1/2002 and 8/1/2003, share of children with same 
provider twelve months later.  

20 As with the previous measure, this measure is focused on families facing the largest barriers under the existing 
subsidy rules. 
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Share of subsidized children at risk of incoming out in FY2003 who 
had the same provider twelve months later. #4a-TBD 

Share of subsidized children at risk of incoming out in FY2003 who 
switched to an unlicensed or non-trustlined provider.  #4b-TBD 

Target Value: No specific target value. 

Share of subsidized children at risk of incoming out under state rules 
in FY2005 who had the same provider twelve months later. > #4a 

Share of subsidized children at risk of incoming out under state rules 
in FY2005 who switched to an unlicensed or non-trustlined provider.  < #4b 

Goal 5: Maximize the take-up of San Mateo County’s child care and child development subsidy 
allocations 

Measure 5: Unearned direct service contract funds returned to the California Department 
of Education 

Technical definition: The proportion of total contract allocations during a fiscal year that 
are unearned (not spent) or relinquished. The amount of unearned contract dollars is 
defined as the difference between the total contract allocations and the total dollars 
earned by participating providers. The proportion of total contract dollars that are 
unearned is calculated by dividing the amount of unearned contract dollars during a fiscal 
year by the total allocation of direct services contract allocations to participating 
providers for the same fiscal year.  

Data collection plan: Contract dollars returned as recorded by CDFS.  Values subject to 
revision pending final audits. 

Baseline value: Unearned direct service funds for FY2002-2003. 

Unearned direct service funds for FY2002-2003 as 
share of all direct service funds for participating 15% 
providers 
Unearned direct service funds for FY2003-2004 as 
share of all direct service funds for participating 12% 
providers (projected) 

Target Value: No specific target value. 

Unearned direct service funds for FY2004-2005 as share 
of all direct service funds for participating providers <12% 
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Additional Measures to Track 

In addition to the major outcome measures, the annual reports will track a number of 

measures to increase understanding of the impact of the pilot and to permit monitoring potential 

negative consequences: 

• Contractor retention in San Mateo (as captured by Measure 1) compared to retention in 
Marin and Santa Clara Counties, using information provided by the Department of Education 

• Pre-pilot (2003-04) and ongoing annual Reserve Account use and balances of participating 
contractors, including a narrative description of how Reserve Accounts were used and how 
this interacts with the outcome measures. 

• Number of children on the waiting list by: 
o Age group 
o Special needs or other key characteristics 
o Time on the CEL 
o Income priority category 

• Number of new children served by participating providers by same characteristics 

• Income distribution of children served by participating providers, broken down by: 
o No fee (income below 50% of benchmark SMI) 
o Income between 50% and 65% of benchmark SMI (fee paid, but not at risk of 

incoming out) 
o Income between 65% and 75% of benchmark SMI (at risk of incoming out) 
o Income above state threshold, by fee category. 

We will also work with contractors to determine the availability of monitoring the rate of 

attrition of children from subsidized child care over time, including as much historical 

information as possible.  
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Assembly Bill No. 1326 

CHAPTER 691 

An act to add and repeal Article 15.3 (commencing with Section 8340) 
of Chapter 2 of Part 6 of the Education Code, relating to child care. 

[Approved by Governor October 8, 2003. Filed with 
Secretary of State October 9, 2003.] 

LEGISLATIVE COUNSEL’S DIGEST 

AB 1326, Simitian. Child care subsidies: County of San Mateo: 
pilot project. 
Existing law requires the Superintendent of Public Instruction to 

adopt rules and regulations on eligibility, enrollment, and priority of 
services for federal and state subsidized child care programs. 
This bill would authorize the County of San Mateo, as a pilot project, 

to develop and implement an individualized county child care subsidy 
plan. The bill would require the plan to ensure that child care subsidies 
received by the county are used to address local needs, conditions, and 
priorities of working families in the community. The bill would require 
the County of San Mateo, prior to implementing the plan, to develop a 
plan with specified elements, including development of local policies 
that may, except as specified, supersede existing law with regard to 
eligibility requirements, fees, reimbursement rates, and methods of 
maximizing use of funds. The bill would require the plan to be approved 
by the local child care planning council and the Child Development 
Division of the State Department of Education, as provided. The bill 
would require the Legislative Analyst and the Senate Office of Research 
to review the data contained in the child care subsidy plan before the plan 
is submitted to the local child care planning council for approval. The 
bill would require the County of San Mateo to submit annual reports to 
the Legislature, the State Department of Social Services, and the State 
Department of Education that summarize the success of the plan and to 
submit a final report to those entities on or before December 31, 2008. 
This bill would authorize the County of San Mateo to implement the 

plan until January 1, 2009, as specified. The bill would provide for the 
repeal of its provisions on January 1, 2011. The bill would provide that 
a child who enrolls in subsidized child care in the County of San Mateo 
after January 1, 2009, may not be enrolled in the pilot program and is 
subject to existing state laws and regulations regarding child care 
subsidies. 
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Ch. 691 — 2—  

The people of the State of California do enact as follows: 

SECTION 1. Article 15.3 (commencing with Section 8340) is 
added to Chapter 2 of Part 6 of the Education Code, to read: 

Article 15.3. Individualized County Child Care Subsidy Plan 

8340. The County of San Mateo may, as a pilot project, develop and 
implement an individualized county child care subsidy plan. The plan 
shall ensure that child care subsidies received by the county are used to 
address local needs, conditions, and priorities of working families in the 
community. 
8341. Prior to implementing the local subsidy plan, the County of 

San Mateo, in consultation with the department, shall develop an 
individualized county child care subsidy plan that includes the following 
four elements: 
(a) An assessment to identify the county’s goal for its subsidized child 

care system. The assessment shall examine whether the current structure 
of subsidized child care funding adequately supports working families 
in the county and whether the county’s child care goals coincide with the 
state’s requirements for funding, eligibility, priority, and 
reimbursement. The assessment shall also identify barriers in the state’s 
child care subsidy system that inhibit the county from meeting its child 
care goals. In conducting the assessment, the county shall consider all 
of the following: 
(1) The general demographics of families who are in need of child 

care, including employment, income, language, ethnic, and family 
composition. 
(2) The current supply of available subsidized child care. 
(3) The level of need for various types of subsidized child care 

services including, but not limited to, infant care, after-hours care, and 
care for children with exceptional needs. 
(4) The county’s self-sufficiency income level. 
(5) Income eligibility levels for subsidized child care. 
(6) Family fees. 
(7) The cost of providing child care. 
(8) The regional market rates, as established by the department, for 

different types of child care. 
(9) The standard reimbursement rate or state per diem for centers 

operating under contracts with the department. 
(10) Trends in the county’s unemployment rate and housing 

affordability index. 
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— 3—  Ch. 691 

(b) Development of a local policy to eliminate state-imposed 
regulatory barriers to the county’s achievement of its desired outcomes 
for subsidized child care. 
(1) The local policy shall do all of the following: 
(A) Prioritize lowest income families first. 
(B) Follow the family fee schedule established pursuant to 

subdivision (f) of Section 8263 for those families that are income 
eligible, as defined by Section 8263.1. 
(C) Meet local goals that are consistent with the state’s child care 

goals. 
(D) Identify existing policies that would be affected by the county’s 

child care subsidy plan. 
(E) (i) Authorize any agency that provides child care and 

development services in San Mateo County through a contract with the 
department to apply to the department to amend existing contracts in 
order to benefit from the local policy once it is adopted. 
(ii) The department shall approve an application to amend an existing 

contract if the child care subsidy plan is approved pursuant to 
subdivision (b) of Section 8342, or modified pursuant to subdivision (c) 
of Section 8342. 
(iii) The contract of a department contractor who does not elect to 

request an amendment to its contract remains operative and enforceable. 
(2) (A) The County of San Mateo shall, by the end of the first fiscal 

year of operation under the approved child care subsidy plan, 
demonstrate an increase in the aggregate child days of enrollment in the 
county as compared to the enrollment in the final quarter of the 2002–03 
fiscal year. 
(B) The amount of the increase shall be at least equal to the aggregate 

child days of enrollment in the final quarter of the 2002–03 fiscal year 
for all contracts amended as provided in subparagraph (E) of paragraph 
1, under which the contractor receives an increase in its reimbursement 
rate, times 2 percent. 
(3) The local policy may supersede state law concerning child care 

subsidy programs with regard only to the following factors: 
(A) Eligibility criteria including, but not limited to, age, family size, 

time limits, income level, inclusion of former and current CalWORKs 
participants, and special needs considerations, except that the local 
policy may not deny or reduce eligibility of a family that qualifies for 
child care pursuant to Section 8353. Under the local policy, a family that 
qualifies for child care pursuant to Section 8354 shall be treated for 
purposes of eligibility and fees in the same manner as a family that 
qualifies for subsidized child care on another basis pursuant to the local 
policy. 

91 



 

 

 

 
 

Ch. 691 — 4—  

(B) Fees including, but not limited to, family fees, sliding scale fees, 
and copayments for those families that are not income eligible, as 
defined by Section 8263.1. 
(C) Reimbursement rates. 
(D) Methods of maximizing the efficient use of subsidy funds, 

including, but not limited to, multiyear contracting with the department 
for center-based child care, and interagency agreements that allow for 
flexible and temporary transfer of funds among agencies. 
(c) Recognition that all funding sources utilized by direct service 

contractors that provide child care and development services in San 
Mateo County are eligible to be included in the child care subsidy plan 
of the county. 
(d) Establishment of measurable outcomes to evaluate the success of 

the plan to achieve the county’s child care goals and to overcome any 
barriers identified in the state’s child care subsidy system. The 
Department of Social Services shall have an opportunity to review and 
comment on the proposed measurable outcomes before they are 
submitted to the local child care planning council for approval pursuant 
to Section 8342. 
8341.5. To ensure that the annual and final reports required pursuant 

to Section 8343 provide useful comparative information, the Legislative 
Analyst and the Senate Office of Research shall review the evaluation 
design, the baseline data, and the data collection proposed in the child 
care subsidy plan of the county before the plan is submitted to the local 
child care planning council for approval. 
8342. (a) The plan shall be submitted to the local child care 

planning council for approval. Upon approval of the plan by the local 
child care planning council, the county board of supervisors shall hold 
at least one public hearing on the plan. Following the hearing, if the 
county board of supervisors votes in favor of the plan, the plan shall be 
submitted to the Child Development Division of the department for 
review. 
(b) Within 30 days of receiving the plan, the Child Development 

Division shall review and either approve or disapprove the plan. 
(c) Within 30 days of receiving any modification to the plan, the 

Child Development Division shall review and either approve or 
disapprove that modification to the plan. 
(d) The Child Development Division may disapprove only those 

portions of the plan or modifications to the plan that are not in 
conformance with this article or that are in conflict with federal law. 
8343. (a) Upon approval of the plan by the Child Development 

Division, the County of San Mateo shall annually prepare and submit to 
the Legislature, the Department of Social Services, and the department 
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a report that summarizes the success of the pilot project and the county’s 
ability to maximize the use of funds and to improve and stabilize child 
care in the county. 
(b) On or before December 31, 2008, the County of San Mateo shall 

submit a final report to the Legislature, the Department of Social 
Services, and the department summarizing the impact of the plan on the 
child care needs of working families. 
8344. The County of San Mateo may implement its individualized 

county child care subsidy plan until January 1, 2009, at which date the 
County of San Mateo shall terminate the plan. Between January 1, 2009, 
and January 1, 2011, the County of San Mateo shall phase out the 
individualized county child care subsidy plan and, as of January 1, 2011, 
shall implement the state’s requirements for child care subsidies. A child 
enrolling for the first time for subsidized child care in San Mateo County 
after January 1, 2009, may not be enrolled in the pilot program 
established pursuant to this article and is subject to existing state laws 
and regulations regarding child care eligibility and priority. 
8345. A participating contractor shall receive any increase or 

decrease in funding that the contractor would have received if the 
contractor had not participated in the local subsidy plan. 
8346. This article shall remain in effect only until January 1, 2011, 

and as of that date is repealed, unless a later enacted statute, which is 
enacted before January 1, 2011, deletes or extends that date. 

O 
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 CHILD CARE CENTERS

 FT UNDER 2 YRS.

 PT UNDER 2 YRS.

 FT 2-5 YRS.

 PT 2-5 YRS.

 FT 6 + YRS.

 PT 6 + YRS.

SAN MATEO 

2002 REGIONAL MARKET RATE SURVEY 
  OF CALIFORNIA CHILD CARE PROVIDERS 

  MEAN RATES FOR CHILD CARE 

 MEAN  MEAN  MEAN  MEAN 
 HOURLY  DAILY  WEEKLY  MONTHLY

 . .  $315.00  1008.66
 N=0   N=0   N=1   N=10 

.  $57.00 .  $422.28
 N=0   N=1   N=0   N=9 

.  $37.00  $156.32  $711.34
 N=0   N=1   N=10  N=72 

 $6.15  $36.57  $111.12  $431.36
 N=2   N=2   N=9   N=90 

 $5.00  $30.71  $159.56  $547.03
 N=1   N=7   N=10  N=11 

 $5.37  $21.00  $135.00  $340.26
 N=2   N=1   N=1   N=21 

 _________________________________________________________________________ 

 FAMILY CHILD CARE HOMES  MEAN  MEAN  MEAN  MEAN 

 FT UNDER 2 YRS.

 PT UNDER 2 YRS.

 FT 2-5 YRS.

 PT 2-5 YRS.

 FT 6 + YRS.

 PT 6 + YRS.

 HOURLY  DAILY  WEEKLY  MONTHLY

 $5.00  $41.23  $183.99  $829.82
 N=2   N=29  N=106  N=20 

 $6.04  $41.40  $117.50  $650.00
 N=12  N=39  N=10  N=1 

 $5.00  $36.04  $172.32  $782.56
 N=2   N=33  N=112  N=22 

 $6.00  $38.36  $103.87  $333.27
 N=25  N=40  N=15  N=6 

 $4.86  $28.01  $153.67  $590.00
 N=4   N=32  N=47  N=3 

 $5.17  $19.63  $93.78  $402.69
 N=21  N=19  N=13  N=5 

N = NUMBER OF PROVIDERS RESPONDING 
   FT = FULL TIME = 30 OR MORE HOURS PER WEEK 
  PT = PART TIME = LESS THAN 30 HOURS PER WEEK 

 *** THESE ARE MEAN RATES - NOT REIMBURSEMENT CEILINGS *** 



 
 

   
 

 
                                     
                        
                        
                     
                              
 
                          
 
                             
                                                               
 
                             
                                                                
 
                                 
                                                          
 
                                 
                                                               
 
                                 
                                                          
 
                                 
                                                               
     
 
                     
     
 
 
                             
                                                     
 
                             
                                                     
 
                                 
                                                     
 
                                 
                                                     
 
                                 
                                                     
 
                                 
                                                     
     
 
 
     
     
     
     

_________________________________________________________________________ 

_________________________________________________________________________ 

   SAN MATEO
    2002 REGIONAL MARKET RATE CEILINGS 
    FOR CALIFORNIA CHILD CARE PROVIDERS 

  *THESE ARE NOT OFFICIAL REIMBURSEMENT CEILINGS* 
  50th PERCENTILE CEILING RATES 

CHILD CARE CENTERS HOURLY  DAILY   WEEKLY  MONTHLY 

FT UNDER 2 YRS. (N/A)   $35.67  $219.00 $1000.00 
N=1 N=1 N=10 

PT UNDER 2 YRS. $5.50   (N/A)   $148.00 $633.00 
N=0 N=0 N=9 

FT 2-5 YRS. (N/A)   $26.00  $160.00 $720.00 
N=2 N=10    N=72 

PT 2-5 YRS. $5.00   (N/A)   $103.50 $445.00 
N=2 N=9 N=90 

FT 6 + YRS. (N/A)   $30.00  $165.00 $510.00 
N=8 N=10    N=11 

PT 6 + YRS. $4.86   (N/A)   $96.00  $355.00 
N=2 N=1 N=21 

FAMILY DAY CARE HOMES/  HOURLY  DAILY   WEEKLY  MONTHLY 
IN-HOME/EXEMPT 

FT UNDER 2 YRS. (N/A)   $40.00  $175.00 $758.00 
N=60    N=106   * 

PT UNDER 2 YRS. $6.00   (N/A)   $112.50 $487.00 
N=12    N=10    * 

FT 2-5 YRS. (N/A)   $35.00  $170.00 $736.00 
N=65    N=112   * 

PT 2-5 YRS. $5.50   (N/A)   $90.00  $389.50 
N=25    N=15    * 

FT 6 + YRS. (N/A)   $25.00  $150.00 $649.50 
N=38    N=47    * 

PT 6 + YRS. $5.00   (N/A)   $85.00  $368.00 
N=21    N=13    * 

. =FEWER THAN THREE PROVIDERS 
* =CALCULATED FROM WEEKLY RATE (WEEKLY*4.33) 
N EQUALS THE NUMBER OF PROVIDERS RESPONDING IN THE COUNTY 
A REGIONAL RATE MAY BE USED WHEN N IS LESS THAN 20 

*Note: 
1. When comparing different ceiling reports, the rates calculated at a lower percentile may in some cases be higher 

due to the use of a regional rate when a rate category had less than 20 providers responding. 
2. Previously, reimbursement ceilings for exempt providers were calculated by multiplying the family child care 

home ceiling by .90.  Newly proposed rate ceilings for exempt providers now use the family child care home 
percentile to set reimbursement ceilings for license-exempt providers

http:WEEKLY*4.33


 
                                  
                      
                      
                      
 
                    
 
                      
                                                          
 
                      
                                                          
 
                            
                                                         
 
                            
                                                          
 
                            
                                                         
 
                            
                                                          
    
 
                
 
                      
                                                    
 
                      
                                                       
 
                            
                                                    
 
                            
                                                       
 
                            
                                                       
 
                            
                                                       
    
 
                    
 
                      
 
             
 
                            
 
                   
 
                            
 
                   
 
 
     
    
    

 SAN MATEO 
 2002 REGIONAL MARKET RATE CEILINGS\NEW METHODOLOGY 
 FOR CALIFORNIA CHILD CARE PROVIDERS 
 85th PERCENTILE CEILING RATES 

 CHILD CARE CENTERS   HOURLY   DAILY    WEEKLY   MONTHLY 

 FT UNDER 2 YRS.    (N/A)    $39.50   $285.00   $1100.00 
  N=1   N=1   N=10

 PT UNDER 2 YRS.    $7.50    (N/A)    $175.00   $845.00 
  N=0   N=0   N=9

 FT 2-5 YRS.   (N/A)    $36.15   $162.50   $868.00 
  N=2   N=10   N=72

 PT 2-5 YRS.   $6.50    (N/A)    $125.00   $600.00 
  N=2   N=9   N=90

 FT 6 + YRS.   (N/A)    $37.00   $165.00   $605.00 
  N=8   N=10   N=11

 PT 6 + YRS.   $5.25    (N/A)    $120.00   $435.00 
  N=2   N=1   N=21

 _________________________________________________________________________ 

 FAMILY DAY CARE HOMES    HOURLY   DAILY    WEEKLY   MONTHLY 

 FT UNDER 2 YRS.    (N/A)    $55.00   $220.00   $952.50 
  N=60   N=106  * 

 PT UNDER 2 YRS.    $7.00    (N/A)    $135.00   $584.50 
  N=12   N=10  * 

 FT 2-5 YRS.   (N/A)    $50.00   $200.00   $866.00 
  N=65   N=112  * 

 PT 2-5 YRS.   $7.00    (N/A)    $135.00   $584.50 
  N=25   N=15  * 

 FT 6 + YRS.   (N/A)    $35.00   $180.00   $779.50 
  N=38   N=47  * 

 PT 6 + YRS.   $6.50    (N/A)    $130.00   $563.00 
  N=21   N=13  * 

 _________________________________________________________________________ 

 IN-HOME/EXEMPT(**)   HOURLY   DAILY    WEEKLY   MONTHLY 

 FT UNDER 2 YRS.    (N/A)    $49.50   $198.00   $857.50 

 PT UNDER 2 YRS.    $4.40 

 FT 2-5 YRS.   (N/A)    $45.00   $180.00   $779.50 

 PT 2-5 YRS.   $4.00 

 FT 6 + YRS.   (N/A)    $31.50   $162.00   $701.50 

 PT 6 + YRS.   $3.60 

 (.) =FEWER THAN THREE PROVIDERS
 (*) =CALCULATED FROM WEEKLY RATE (WEEKLY*4.33) 
 (**)=HOURLY REIMBURSEMENT ONLY FOR PART-TIME IN-HOME/EXEMPT 

http:WEEKLY*4.33
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June 21, 2004 

MEMORANDUM 

TO: Jeanie McLoughlin, Project Specialist 
San Mateo County Child Care Partnership Council 
San Mateo County Office of Education 

FROM: Kim Flores 

SUBJECT: Review of San Mateo County Child-Care Subsidy Plan 

AB 1326 (Simitian), Chapter 691, Statutes of 2003, established a pilot program 
in San Mateo County allowing the county to implement an individualized 
county child-care subsidy plan. The bill requires the county, in consultation 
with the California Department of Education (CDE), to include in the plan an 
evaluation design to measure outcomes. The bill also requires the Legislative 
Analyst’s Office (LAO) and the Senate Office of Research (SOR) to review the 
evaluation design, baseline data, and data collection proposed in the plan. This 
memo provides our required review of the county’s child-care subsidy plan. 

San Mateo County provided the proposed needs assessment, outcome 
measures, and proposed evaluation design for its child-care subsidy plan to 
our office. The county, citing its interpretation of the bill, did not initially 
provide the plan for its new subsidy system but, at our request, later did 
provide a draft of its proposed local policy child-care subsidies. 

San Mateo County Child Care Needs Assessment 

The county needs assessment provides an array of data on the population that 
uses child care in San Mateo County and the families’ economic status. The 
needs assessment emphasizes that, because of the county’s very high cost of 
living, low-income working parents have difficulty coping with the expense of 
child care. Although there are relatively few children living in poverty in San 
Mateo County (only 6 percent), 20 percent of the children live in households 
with family incomes below 200 percent of the federal poverty level (FPL). These 
families are financially stressed because of the high cost of housing and child 
care. 

The 2004 “fair market rent” for a two-bedroom apartment in San Mateo County 
is $1,775, and the 2001 median market price for child care was $1,000 per 
month for infant/toddler care in child-care centers. The 2001 median market 



 

 

 

 
 

 

                                                 
     

  
     

price for preschool care was $720 per month in child-care centers.1 For a four-
person family earning 200 percent of the FPL ($3,141), if both children were in 
child care, the costs of rent and child care would easily be more than the 
family’s income. 

The assessment also emphasizes that families receiving subsidized child care 
face large disincentives to increasing their earnings. In California, only families 
with incomes up to 75 percent of the statewide median income are eligible for 
subsidized child care. Thus, the family-income eligibility cutoff for child-care 
subsidies is $3,250 per month (slightly more than 200 percent of the FPL, 
$3,141). Families earning this amount would pay only $214 per month in 
family fees; however, families earning above this amount would be ineligible for 
a subsidy and, therefore, be faced with paying the full cost of care. According to 
the assessment, families have reported turning down wage increases to remain 
below the income eligibility threshold and continue receiving child-care 
subsidies. 

Waiting list, yet unused funding. Like other counties, San Mateo County has a 
significant waiting list. The assessment noted that, in April 2003, 4,622 
children received subsidized child care in the county. However, there were 
2,120 other children (from 1,514 families) on the centralized eligibility list 
waiting for subsidized care. The waiting list also included children with special 
needs and unique characteristics (such as children in the Child Protective 
Services system) who are required to receive priority for child-care subsidies. 

Lastly, the assessment noted that Title V child-care providers are “under-
earning” their contracts, primarily because of low reimbursement rates. In 
other words, San Mateo County has not been able to spend all CDE county-
allocated dollars in contracts with child-care providers because of the low 
rates, and also because eligibility requirements rule out some children for this 
care. For the last three years, the net unearned child days of enrollment ranged 
from 8 percent to 13 percent of the contracted amount. In 2002-03, the net 
unearned child days of enrollment totaled 54,841 days. According to a provider 
survey conducted for the AB 1326 pilot project, of those providers who 
indicated they would not fully earn their contracts, two-thirds cited low 
reimbursement rates. Another third noted that they had trouble finding eligible 
children to fill the slots.2 

San Mateo County’s Child-Care Subsidy Plan 

AB 1326 allows San Mateo County to test a different child-care subsidy plan 
than used by the rest of the state. The bill requires that the local policy make 

1 The assessment also said the 2001 market median price for infant/toddler care was $758 per month in family child 
care homes and for preschool care was $736 in family child care homes. 

2 All statistics noted in this section are from The San Mateo County Individualized Child-Care Subsidy Plan, 
May 24, 2004, draft, Margaret O’Brien-Strain, The SPHERE Institute. 
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lowest-income families a priority, follow the family fee schedule for income-
eligible families, meet local goals that are consistent with the state’s child-care 
goals, and identify policies that would be affected by the county’s child-care 
subsidy plan. The May 24, 2004, draft of the county’s child-care subsidy plan 
consisted of the following three main elements: 

♦ Increase the maximum income threshold, for child-care subsidy exit 
eligibility, from 75 to 85 percent of the state median income (SMI), and use 
the most recent U.S. Census definition of the SMI instead of the current 
policy of using the SMI from three years prior; 

♦ Increase family fees, for families above the state income threshold of 75 
percent of the SMI, in eight-step increments, up to the typical cost of child 
care for families; and 

♦ Increase the standard reimbursement rate for direct-service providers, as 
much as is feasible using only the unearned contract dollars and the 
additional fees charged. The rate has not yet been determined, although 
preliminary estimates suggest a 5 to 10 percent increase. 

San Mateo County’s Proposed Outcome Measures 

The county’s child-care subsidy plan proposes to track five outcome measures 
that match five goals set by the county as follows: 

1. Increase the retention of Title V center-based child-care and development-
services contractors. 

♦ The measure would be the number of direct-service center-based 
contractors on June 30 of each year, as recorded on the CDE’s Contract 
and Tracking System Report #5. The plan’s specific target would be to 
maintain the number of contractors as of June 30, 2004. 

2. Increase the aggregate child days of enrollment in subsidized care in the 
county. 

♦ The number of child days of enrollment would be measured using the 
state Child Development Fiscal Services’ attendance and fiscal reports. 
The target would be 102 percent of the aggregate number for 2002-03 
(the baseline). 

3. Increase the ability of low-income families to move toward self-sufficiency 
through higher earnings. 
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♦ The outcome measure would be the average one-year change in monthly 
income for families who were subsidized and had income between 65 and 
75 percent of the SMI, as compiled from recertification forms. 

4. Increase the stability of care placements for children whose families would 
otherwise become income-ineligible for child-care subsidies. 

♦ The outcome measure would be the number of families with incomes 
between 65 and 75 percent of the SMI that remain with their provider for 
the following year. The information would be collected as a new question 
during the recertification process. 

5. Maximize the use of the county’s child-care and child-development subsidy 
allocations. 

♦ The outcome measure would be the unearned direct-service contract 
funds returned to the CDE, calculated as a percentage of the total 
available funds. 

Comments on the Evaluation Design and Proposed Data Collection Plan 

San Mateo County has clearly identified five goals for the pilot project, and five 
outcome measures to determine whether or not it is meeting these goals. Goals 
one, two and five deal with the main issues of the pilot project – to retain more 
providers, spend more of the allocated child-care monies instead of returning 
them to the state, and serve more children as measured by increasing the 
number of child days of enrollment. These three are important goals that 
should be included and measured in the pilot. San Mateo County has also 
shown that it is concerned about higher-earning families, through its choice of 
goals three and four, which focus on tracking families with incomes at the high 
end of the subsidy scale – between 65 and 75 percent of the SMI. 

The goals, however, are silent on the rest of the population (i.e., families at the 
lower end of the income scale). In particular, we are concerned that none of the 
data measures include the waiting list. In the needs assessment, San Mateo 
County points out that there are 2,120 children on its waiting list and that the 
list includes children with special needs who, by law, are required to receive 
priority access. In addition, AB 1326 specifically requires that the local policy 
prioritize lowest-income families first. For this reason, we recommend that the 
outcome measures include tracking of the waiting list, with a breakdown of the 
waiting list by income ranges. We also recommend that a goal of the pilot 
project should be to reduce the waiting list in the lowest-income ranges. 

The proposed plan includes three main elements that, again, are mostly 
focused on the higher earning families. The plan proposes increasing the exit 
eligibility from 75 percent of the three year-old SMI ($3,250 for a family of four) 
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to 85 percent of the most recent data calculation of the SMI ($4,516 for a 
family of four). This provision appears to move in contradiction to AB 1326’s 
requirement of prioritizing lowest-income families first. The plan, therefore, 
should include measures to track the numbers of children served at different 
income levels, in the years prior to the pilot and following its implementation. 

Specific Data Concern – Gather Data for Prior Years 

San Mateo County proposes to compare several of its measurements to the 
prior year. To ensure the comparison year isn’t an anomaly, it would be helpful 
for San Mateo County to gather additional prior years’ data, in order to 
establish a pattern before the pilot is enacted. In some instances, the workload 
required for these additional years would be burdensome. However, three of the 
measures rely on current data-collection activities that should be relatively 
easy to obtain. 

Measurements one, two and five fall into this category. For example, 
measurement one is the number of direct-service center-based contractors on 
June 30 of each year. The plan proposes to use the number of contractors on 
June 30, 2003, as the baseline and to compare values on June 30 of each year 
of the pilot, with the target of maintaining the number of contractors. If there 
has been a recent history of contractors dropping out of the program, 
maintaining the number would be a significant improvement. Whereas, if the 
number of contractors has been relatively stable, perhaps the pilot will result 
in an increase in the number of contractors. This data is already collected by 
the CDE and would be easy for San Mateo County to obtain. 

Measurement two relies upon the aggregate child days of enrollment in 
subsidized care in San Mateo County, a number regularly compiled by the 
CDE. Measurement five relies on the CDE compiling the unearned direct-
service contract funds returned to the CDE; again, this is a number CDE 
regularly compiles. In this instance, we would like to specify that the county 
need not compile these numbers by contractor, but for the county as a whole. 
The last two measurements rely on a survey that the county will conduct, and 
would be very difficult to perform for prior years since it involves contacting 
subsidized families from several years back. For this reason, we do not 
recommend collecting prior years’ data for these two measurements, but we do 
recommend including prior years’ data for measurements one, two and five. 

KF:dc 
cc: Assemblyman Joe Simitian 

Senator Jackie Speier 
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June 25, 2004 

Ms. Jeanie McLoughlin 
Project Specialist 
San Mateo County Child Care Partnership Council 
San Mateo County Office of Education 
101 Twin Dolphin Drive 
Redwood City, California 94065-1064 

Dear Ms. McLoughlin 

Pursuant to Chapter 691, Statutes of 2003 (AB 1326, Simitian), I am providing to you 
my office’s comments on your proposed evaluation of San Mateo County’s child care 
subsidy pilot project (pilot project). Chapter 691 directed my office to review the 
evaluation design, baseline data, and data collection proposed in the pilot project.  

In a letter we received on May 4, 2004, you provided our office with the San Mateo 
County Individualized Child Care Subsidy Plan: Needs Assessment, Outcome Measures and 
Evaluation Plan. In subsequent discussions, your office provided additional information 
regarding the pilot project, including an overview of the proposal. Our review is based 
on the information received from your office and is limited to the directive outlined in 
Chapter 691. 

Pilot Project Plan 
The pilot project is intended to address two primary concerns as identified by San 

Mateo County. The first is that families face disincentives to increase earnings because 
they will become income ineligible for child care and lose their subsidy. The second is 
that state reimbursement rates to direct service child care providers do not meet the cost 
of care. San Mateo County has identified reimbursement rates as a main reason that 
direct service providers do not fully utilize state contracts. 

The pilot project plan includes three key components. The first component would 
increase the standard reimbursement rates for direct service child care contractors using 
increased family fees and “unearned” contract funds, county allocations that would 
otherwise be returned to the state. The second component would increase the income 
level at which families become ineligible for subsidized child care. The third component 
would increase the family fee schedule for previously ineligible families (those above 
the current 75 percent of State Median Income). 
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Outcome Measures 
Pilot Includes Five Outcome Measures. As part of the pilot, San Mateo County will 

track the following primary outcome measures.  

• Outcome Measure One. Tracks the number of active direct service child care 
and development services contractors in San Mateo County. This measure 
would help to determine if the pilot was successful in increasing the retention 
of these direct service contractors. 

• Outcome Measure Two. Considers aggregate child days of enrollment at 
participating contractors. This measure is intended to evaluate whether the 
pilot has increased the aggregate days of enrollment in subsidized care in San 
Mateo County. 

• Outcome Measure Three. Charts the monthly income for families at the higher 
end of the current eligibility threshold, who are now at risk of becoming 
ineligible for child care subsidies if their income increases. This is intended to 
measure whether increasing the income eligibility level would create an 
incentive for these families to increase their income, because they would no 
longer lose their child care subsidy. 

• Outcome Measure Four. Checks the stability of child care placements for 
children in families at risk of becoming income ineligible for child care 
subsidies. This is intended to determine whether the stability of care for 
children whose families would have become income ineligible for child care 
subsidies under state law would improve under the pilot. 

• Outcome Measure Five. Tracks the amount of direct service contract funds 
returned to the State Department of Education (SDE), in order to determine 
whether funds are being fully utilized. 

Other Outcome Measures Should Be Included. Generally, the proposal includes 
workable outcome measures that would adequately evaluate the success of the goals 
associated with the key plan elements. However, we have identified a significant 
potential consequence of increasing income eligibility (plan component two) that is not 
addressed in the proposed outcome measures. 

Specifically, the pilot project would increase the income exit eligibility level by about 
39 percent over current levels. Increasing the income eligibility would result in an 
increase in the amount of time children in families at the top of the income eligibility 
range would be able to receive subsidized care. This could potentially decrease the 
number of child care slots available to children on the waiting lists.  
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According to San Mateo County, there are about 2,100 children eligible under 
current income guidelines who are on waiting lists. The pilot may have the unintended 
consequence of increasing the overall number of children on waiting lists and/or 
lengthening the time that children are on waiting lists. Because income eligibility to 
enter the program would be lower than the income eligibility at which a child must exit 
the program under the pilot, children on the waiting lists would have lower incomes 
than some children continuing to receive care. Such an outcome would be inconsistent 
with the requirements in Chapter 691 which specify that low-income families should be 
served first. 

In order to determine whether the lowest income families are being served first, we 
recommend the evaluation include a measure that tracks both the number of families 
and the income of the families on waiting lists. Ideally, an evaluation would also 
include a review of data looking at the income distribution of children being served in 
the program over time.  

Baseline Data Should Reflect Longer Trend. In order to evaluate whether an element 
of the pilot project has resulted in a significant change in outcome it is important that 
the baseline data represent a trend over a time period prior to implementation of the 
pilot project. The baseline data included in the pilot project proposal generally reflect 
only a point in time or a limited time period immediately prior to implementation of the 
pilot. We recommend including at least three prior years of data. Prior-year data are 
necessary in order to distinguish between anomalous fluctuations in data values or a 
real shift resulting from policy changes implemented as part of the pilot project.  

Some Data May Be Difficult to Collect. The pilot project evaluation largely relies on 
data that are already being collected by SDE or the County of San Mateo. However, 
outcome measures three and four require an analysis of some previously uncollected 
data. We have two main concerns with the proposed data collection in these 
measures—(1) baseline data would have to be collected after the fact and (2) the 
proposal would require data to be collected from families no longer receiving child care 
benefits from the county. With regard to the first concern, we believe that the county 
may have some difficulty in collecting data after the fact. Without a well-established 
baseline, it is difficult to identify changes as a result of the pilot, thereby diminishing 
the value of collecting data on these measures. 

With regard to the second concern, it appears that the county would have to track 
families even after they exited child care. It is uncertain whether the county will be able 
to collect the data, or what the contingencies would be in the event that the county is 
unable to collect the data. 
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We recommend that San Mateo County develop a contingency plan to modify or 
eliminate outcome measures three and four if it is unable to collect adequate baseline 
data or if the county is unable to track families that have left the program. Further, we 
request that San Mateo County provide the Legislature, including our office and the 
Senate Office of Research, with information on how it has addressed the concerns we 
have identified in this letter as well as baseline data on all of the outcome measures 
once it becomes available. 

Please contact Lisa Folberg at (916) 319-8358 of my staff if you have any questions 
regarding our review of the data and evaluation measures proposed in the San Mateo 
County Child Care Subsidy Plan. 

Sincerely, 

Elizabeth G. Hill 
Legislative Analyst 

cc: Honorable Jackie Speier 
 Honorable Deborah Ortiz 
 Honorable Joe Simitian 

Mr. Greg Schmidt, Secretary of the Senate 
Mr. E. Dotson Wilson, Chief Clerk 
Ms. Diane Boyer-Vine, Legislative Counsel 
Ms. Kim Flores, Senate Office of Research 



 

  

 
 

 

 
 

 

 

  

 

 

 
 

 

Response to SOR/LAO Reviews of Evaluation Design 

As called for in the legislation, the Senate Office of Research and the Legislative Analyst’s Office 
have reviewed the needs assessment, evaluation design and proposed data collection plan.  Together, 
these reviews provide four recommendations, including three common to both (a through c below): 

a) A goal of the pilot should be to reduce the waiting list in the lowest income ranges.   

Response:  San Mateo County sought AB1326 as an experiment to explore ways to address two 
concerns particular to high-cost counties: the high cost of providing care relative to the standard 
reimbursement rates and the earnings disincentives created by the enormous jump in costs when 
families “income out” of subsidized care.  Unfortunately, the funding for this pilot is limited to 
unearned contract dollars and additional family fees for families above the existing state income 
thresholds. Given this limitation, the pilot cannot address the unique issues for high cost counties 
and also address the scarce resources to move families off the waiting list.  While an important 
policy issue, this latter challenge is faced by all counties in the state.  With expanded funding or 
greater flexibility in designing a child care pilot, San Mateo would be interested in exploring this 
issue, but under the existing legislation, we do not view this as an explicit goal of AB1326. 

Nevertheless, the pilot does seek to minimize potential negative effects of the plan on families 
waiting for subsidized care in three ways.  First, as required in the legislation, the pilot will 
increase by at least 2 percent the total child days of enrollment at participating direct service 
providers. Based on provider surveys, last year fewer than 2 percent of children lost eligibility 
due income increases.  Therefore, in the first year of the pilot, the share of children who otherwise 
would have lost eligibility should be less than two percent, resulting in a net increase in the 
number of low-income children removed from the waiting list to subsidized care.  Second, to 
ensure that the increased income threshold does not open initial eligibility to higher income 
families (which would itself increase the waiting list), the income threshold is an exit threshold – 
to first receive subsidies, families must continue to be income eligible under state guidelines. 
Third, participating centers will be required to seek additional enrollments through the CEL, 
consistent with AB1326’s requirement to prioritize lowest-income families first.    

b) The plan should include measures to track the numbers of children served at different income 
levels, in the years prior to the pilot and following its implementation. 

Response: We concur that it is critical to understand how the policy changes under the pilot 
impact waiting lists and the income distribution of subsidized children. The annual reports will 
track the size of the waiting list and the characteristics of children on the waiting list, as well as the 
share of children served who fall into different income ranges, including those with family income 
too low to require family fees.   

However, these measures will not be included as “outcome measures” per se for two reasons: 
First, the feasibility of tracking characteristics of children on the waiting list depends on the 
ongoing use of the CEL (Centralized Eligibility List), which the State is not supporting at this 
time.  Second, because the CEL includes only families who have requested assistance, 
fluctuations in the waiting list reflect not only changes in number of children served, but also 
changes in the number of families eligible for subsidies and in families’ awareness of the 



  

 

  
 

 

 

 

 

availability of subsidies.  Therefore, it would be difficult to identify whether changes in the CEL 
are related to the pilot or outside factors. 

c) For the outcome measures tracking the number of contractors, the aggregate child days of 
enrollment and the unearned funds, include earlier year measurements to ensure that the 2002-
2003 baseline is not an anomaly. 

Response:  The 2002-2003 baseline was chosen because the legislation requires enrollment 
growth relative to 2002-2003.  However, we agree that it would be valuable to have a greater 
context to understand these measures and will work with the Department of Education to get these 
data for prior years. 

d) Develop a contingency plan to modify or eliminate outcome measures three and four if it is 
unable to collect adequate baseline data or if the county is unable to track families that have left 
the program. 

Response:  The 2002-2003 baseline is likely to be especially difficult to collect for these 
measures.  We will adapt the outcome measurement plan to use a 2003-2004 baseline for 
measures 3 and 4.  In addition, during the pilot, if it is not possible to get a response rate of 50 
percent or higher for families who have left the program, these measures will be eliminated as 
outcome measures, but considered for ongoing inclusion in the annual reports.  
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July 14, 2004 

Ms. Jeanie McLoughlin 
Project Specialist 
San Mateo County Child Care 
Partnership Council 
San Mateo County Office of Education 
1 O l Twin Dolphin Drive · 
Redwood City, CA 94065-1064 

Dear Ms. McLoughlin:: 

I have reviewed the Legislative Analyst's comments~setforth in her letter of June 25th
, regarding 

the child care pilot project. l would appreciate receiving a copy of your responses to the 
comments. · 

I note that the analyst was generallysatisfied not only with the outcome measurements but with 
the availability of data to support measurement. The analyst expressed a concern about whether 
measurements three and four were feasible, given a possible lack of meaningful data. She 
recommended modification or elimination of these measures if meaningful data wasn't available. 

Outcome measure three was one of the key reasons that the 'pilot was established. People who 
became income ineligible, but who needed childcare anyway, were of such a concern that the 
county and your organization came to the Legislature to get the pilot created. Whatever 
anecdotal evidence existed at the time, I hope that someone will find a way to faithfully tally 
both the baseline data and long-term data after the pilot is initiated. In my judgment 1 the strength 
of the pilot-- and its continued existence beyond the current sunset date--will be aided by 
proving to a future Legislature that families were induced to increase family income through this 
pilot :groject. Accurate data is at the core of the proof. 

Thus, I hope that you will not el:im.mate outcome measure three, as suggested by the analyst may 
be necessary should data be unavailable. I hope that you will retain it and find good data. It 
struck me that you are almost facing a social science research projecti, and you may wish to 

mailto:TLNA'rll1t.S1�E1ea@SEN,CA,(;l)V
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contact one of the social science department.sat Stanford or Berkeley if you find yourself without 
a good strategy to gather meaningful data. 

I don't know how to address the analysfs comments on stability (outcome measure four). 
· Hopefully. someone on your staff can devise a remedy. 

Thank you for taking on this project. I also note that theanalyst was concerned that the waiting 
list might actually grow as a result of the pilot project. I hope that an effort willbe made to 
obtain more capacity over time, and thus deal with the waiting list problem. 

J kie Speier 
TATESENATOR 

8th Senate District 

KJS/bp 
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CALIFORNIA 

DEPARTMENT OF 

EDUCA T I ON 

1430 N STREET 

SACRAMENTO, CA 

958 14 · 5901 

JACK O ' CONNELL 
Stote Superintendent of 

Public Instruction 

PHONE: (916) 319-0800 

San Mateo Pilot Project Reserve Account Policy 

The intent of the San Mateo pilot project is for the county to make the best use of “child care 
subsidies received by the county” (Education Code Section 8340). In order to not misrepresent 
the amount of subsidies received by the county, the Department of Education (CDE) is 
recommending that the pilot track Reserve Account use and balances of participating contractors. 
The CDE recognizes that the Reserve Accounts are being used for emergency and cash flow 
purposes and cautions against their use for ongoing operational costs. The CDE recommends that 
this tracking include pre-pilot (2003-04) balances and use, as well as annual balances and use. 
This information should be linked to pilot outcomes and be included in the pilot report to the 
Legislature. The CDE requests that any participating contractors’ Reserve Account report or 
narrative prepared for the pilot data collection purposes be shared with the Department. 

8/12/04 
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SAN MATEO COUNTY CHILD CARE PARTNERSHIP COUNCIL 
San Mateo County Office of Education – 101 Twin Dolphin Drive, Redwood City, CA 94065-1064 

Monday, June 28, 2004 
Meeting Minutes 

MEMBER ATTENDEES: 
Dr. John Mehl, Co-chair Elaine Burrell Jan Stokley 
Jeanie McLoughlin, Staff Lillian Clark Giuliana Halasz 
Kristen Anderson Patricia Dilko Amy Liew 
Glen Brooks, Jr. Nirmala Dillman Ann Sims 
Evangeline Burgess Jan Duzac 

GUESTS: 
Barbara Applegate Jessica Mihaly Eileen Schrandt 
Sally Cadigan Taara Hoffman Heather Stewart 
Vivian Eto Jennifer McDonald Melinda Su 
Kim Holman Peggy O'Brien-Strain Ann Torres 

(Minutes are written in order of appearance on the Agenda.) 
Call to Order: 9:08 a.m. – Dr. John Mehl, Co-chair 

Review and Approval of Minutes: 
ACTION: Motion to approve May 24, 2004 Minutes as submitted. 

Motion: Nirmala Dillman.  Second: Patty Dilko.  Abstain: Jan Stokley 
Motion Approved. 

Presentation: 
San Mateo County Child Care Subsidy Pilot AB1326 

Presentation and Discussion of Final Plan – Reported by Margaret O'Brien-Strain 
Copies of a memo to the San Mateo County Child Care Partnership Council from 
consultant Peggy O'Brien were distributed at the meeting.  The memo covered the 
following topics: 

• SOR/LAO reviews of the evaluation design 
• Participation decision 
• Pilot study reimbursement rate 

Recommendation for Approval of AB 1326 Plan 
Jeanie McLoughlin announced that there is a larger conversation on July 8th at Union 
Children Services of San Francisco, from 10 a.m. to 12 noon; the meeting is intended 
to engage people from around the Bay Area in conversation about what can be done 
legislatively to continue to pursue this issue on a broader reform platform. 

ACTION: Motion that the Child Care Partnership Council recommend the plan to the Board of 
Supervisors for approval, and then forward in onto the CDD. 
Motion: Giuliana Halasz. Second: Glen Brooks, Jr. Motion approved. 

Raising A Reader – ELOA Reporting Presentation – Presented by Melinda Su, Director, Raising A 
Reader and Jennifer McDonald, Program Manager, Raising A Reader 

Ms. Su talked about her agency’s first Early Learning Opportunities Act grant, and gave 
background on Raising A Reader, which started its first Pilot in San Mateo County in 
1999 and Santa Clara County in 2000. Raising a Reader now has 52 sites 
represented in 18 States and 3 countries. 
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0668:13
RESOLUTION NO. -------~~-

BOARD OF SUPERVISORS, COUNTY OF SAN MATEO, STATE OF CALIFORNIA 

* * * * * * 
RESOLUTION APPROVING COUNTYINDIVIDUALIZED CHILD CARE SUBSIDY 

PLAN AUTHORIZED BY ASSEMBLY BILL 1326, FOR SUBMISSION TO 
CALIFORNIA DEPARTMENT OF EDUCATION, CHILD DEVELOPMENT DIVISION 

RESOLVED, by the Board of Supervisors of the County of San Mateo, State of 

Californiti, that .. 

WHEREAS, in San Mateo County where the cost of living is well beyond the 

state median, statewide eligibility criteria, reimbursement rates and fund restrictions 

create a child care subsidy system that does not promote self sufficiency among the 

counties neediest families or stability in the County's child care infrastructure; and 

WHEREAS,after child care providers and community stakeholders in San 

Mateo County identified specific areas in the child care service delivery system that 

required _modification to accommodate local needs, the Countyof San Mateo and the 

Local Child Care Planning Council (Child Care Partnership Council) co-sponsored 

AB 1326, authored by Assemblyman Joe Simitian, and signed by former Governor Gray 

Davis in October 2003; and 

WHEREAS, with no new or additional funding, AB1326authorizes San Mateo 

County child care stakeholders to implement a five-year pilot after the development and 

approval of a county child care plan tailored to meet the needs, conditions and priorities 

of families, and to narrowly craft changes in state rules affecting four distinct areas: 
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four distinct areas: eligibility ·crit~ri~; \.;~rtlcipant fees, provider reimburaement rates, and 
. . 

other methods of maximizing_subsidyfunds; and 

WHE~EAS, as required by state law, the county child care s~bsidy plan 

evaluation design and outco_me ~easures have been reviewed by the Senate Office of 

Research, the Legislative Analyst's Office, the California Department of Social Services 

and have been approved by the Local Child Care Planning Council; and a public 

hearing hasbeen held on the plan; and 

WHEREAS,as requiredby state law, prior to submission of the plan to the 

California Departmentof Education for review, there .has been presented to this Board 

for consideration and approval, a San-~ateo County Individualized Child Care Subsidy 

Plan meeting all of the requirements in the authorizing legislation (AB1326): 

NOW THEREFORE, IT IS HERBY DETERMINEDAND ORDERED that the 

Plan 'is· approved by this Board of Supervisors. 

L;\CLI ENT\SCHOOLS\COE\partreso.doc 
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Regularlypassed a,,.dadopted this21" day of July, 2004. 

· A 'YES and infavor of said resolution: 
Supervisors: MARK CHURCH 

JERRY HILL 

RICHARDS. GORDON 

ROSE JACOBS GIBSON 

MICHAEL D. NEVIN 

NOES and against sa'id resolution: 
Supen,isors: · NONE 

Absent Supervisors: NONE· 

MARKCHURCH 
President, Boa.rd of Supervisors 
County of San Mateo 
State of California 

Certi(fr:ate of Deliwpy 

I certify that a copyof the original resoluti.on.filedin the Office of the Clerk of the Board of 
Supervisorsof San Mateo County has been delivered to the President of the Board of Supemsors. 

Barbara Heinam.an, Deputy 
Clerk of the Board of Supervisors 

TOTAL P.05 
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