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REPORT TITLE: ONTARIO'S NEW CHILD CARE FUNDING FORMULA AND FRAMEWORK
FROM:

Janet Menard, Commissioner of Human Services

OBJECTIVE
To provide an update on the new provincial funding formula and funding framework for child
care in Ontario.

On December 18, 2012, the Ministry of Education revealed Ontario's new child car
funding formula and funding framework.
The new funding formula is a transparent, evidence-based and equitable approach t
allocating provincial child care funds that responds to demands for services.
The new framework provides service system managers the local flexibility required t
address local needs and differences throughout Ontario.
The Region of Peel's total 2013 allocation for child care is $81,931,712. This repre
an increase (after capping) of over $28,515,972 (53 per cent) when compared to the
allocation of $53,415,739.
Local planning with stakeholders and partners is required to ensure the service syste

DISCUSSION
I. Background
The province of Ontario is transforming the early learning and child care and education
systems to better meet the needs of children aged 0-12. This is because research shows a
good start in life, which is rich in learning and development, has a direct impact on success
later on. Responding to this evidence, Full Day Kindergarten (FDK) for 4 and 5 year olds, is
being implemented and will be complete by September 2014. This change, however is
impacting the child care system in Ontario as children vacate existing spaces and often take
their subsidies with them, to support before and after school care (extended day).
The Ministry of Education has worked with child care advocates, stakeholders and service
system managers to understand how the system can be stabilized and re-purposed to
support infants and toddlers. . Key to the success of FDK and a strong Early Learning and

w-Bz-2December 20,2012
ONTARIO'S NEW CHILD CARE FUMDIIYG FORMULA AND FRAMEWORK
Child Care (ELCC) System is a funding model that addresses local need and child care
provider sustainability and flexibility to assess and address local and unique characteristics
with local solutions.
Current funding is out-dated and based on historical allocations resulting in significant unmet
need in some communities and surplus funds in others. The current funding framework is
complex, administratively burdensome with limited flexibility making it very difficult for
service managers to meet the needs of local communities.
The funding formula is the method of allocating provincial funds for child care among
Consolidated Municipal Service Managers (CMSMs) and District Social Services
Administration Boards (DSSABs) and the funding framework provides the rules on how
those funds may be spent, reporting requirements for expenditures and service levels, and
the tracking of results achieved.
As part of the process in developing the new funding formula, the government received input
from municipalities by way of written responses to the discussion paper and through a
Ministry established Child Care Funding Formula Working Group. The objective was to
develop a formula and framework that is efficient, responsive, predictable and transparent,
accountable and that supports consistent quality child care. The Ministry also agreed that:
The new funding formula will represent neither uploading nor downloading of child
care responsibilities between the Province and the municipal sector;
The ministry would avoid transferring known financial risks to service system
managers; and
The ministry would make efforts to mitigate any redistribution of funds- among
CMSMsIDSSABs as a result of the new funding formula through design, phasing and
mitigation funding.
2. The New Funding Formula and Funding Framework

On December 18, 2012, the Ministry of Education announced Ontario's new child care
funding formula and funding framework. The new funding formula is a more transparent,
evidence-based and equitable approach to allocating provincial child care funds that
responds to demands for services. It is based on publicly available, third-party measures
that more accurately reflect child care demand and program cost structure at a community
level than current historical allocations. These data elements are drawn from Statistics
Canada sources and, under Ontario's new child care funding formula, determine 93% of
provincial child care funding provided. The remaining 7% of provincial funding is driven by
Ontario Works caseload data (4%) and CMSM and DSSAB spending patterns (3%).
The key data elements include:
Child Population (0 to 12 year olds) from Statistics Canada and Ministry of Finance
that assesses the demand for licensed child care services across the province;
.Demographic changes to measure demand for fee subsidies, such as Low Income
Cut Off (LICO), Level of Education Attainment and Ontario Works Caseload data;
and
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Demographic changes to measure demand for other child care cost drivers, such as
cost of living indicators, aboriginal population data, French speaking populations and
populations that have no knowledge of either official language, and measures related
to rural and remote communities.
The new funding framework provides municipal flexibility and tools to better manage the
child care system at a local level and address issues such as fees and the availability of
service. This will provide service managers with the capacity to improve service stability and
increase access for both full-fee paying and subsidized families, thereby reducing waitlists.
It will also help ensure that child care centres remain viable and mitigate resulting closures.
Streamlining the rules and reporting allows the government and its partner service
managers to deliver more effective service at a higher value for taxpayer dollars by reducing
administrative complexities. The funding also allows up to 10 per cent of the allocation to be
directed to administration, in recognition of the "system management" role and associated
costs.
3. Funding Formula Structure

In 2013, $922.1 million in ongoing funding will be allocated under Ontario's new funding
formula for child care to CMSMs and DSSABs. The new funding formula includes three
allocation categories: Core Services Delivery, Special Purpose, and Capital. Local flexibility
to spend within and across categories has been maximized subject to certain exceptions
and guidelines that limit or prioritize eligibility for the non-profit child care sector under some
categories. The three main categories are summarized below:
a) Core Services Delivery

The majority of the funding (78 per cent), $718.4 million, will be allocated to Core
Services Delivery to support the availability of licensed child care for all parents through
General Operating Grants, to support Pay Equity obligations, and to assist eligible
families with access to licensed/accredited child care and early childhood education
programs through the provision of fee subsidy, special needs resourcing supports, wage
supports and allowable ongoing operating costs.
b) Special Purpose

The Special Purpose funding is $193.2 million (21 per cent). This funding helps address
variances in local needs in eight areas: rural/remote, aboriginal, language, FDK
transition, repairs and maintenance, transformation costs (for non-profit operators only),
cost of living and capacity building.
c) Capital

The minor Capital allocation is provided to assist CMSMs and DSSABs in maintaining
and improving child care infrastructure in the province and represents $8.8 million (1 per
cent). This funding will assist non-profit child care operators in retrofitting existing
community-based centres in order to serve younger age groups.
In addition to the above, the province is allocating $50 million in one-time mitigation
funding to those service managers that will experience a decrease in ongoing funding to
address the impact of the changes and support the transition to the new funding
approach.
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No new municipal cost sharing is required to access these funds. The dollar value of
required cost shares are maintained at 2012 levels (or less where there is a reduction of
funding, over time).
All together this brings the provincial government's total 2013 allocation to CMSMs and
DSSABs for child care to approximately $972 million. This represents an increase of
approximately 14 per cent ($119 million) compared to the $853 million in funding
allocated to CMSMs and DSSABs for 2012.
4. The Region of Peel's 2013 Allocation
The Region of Peel's total 2013 allocation for child care is $81,931,712. This represents an
increase (after capping) of over $28,515,972 (53 per cent) when compared to the 2012
allocation of $53,415,739. The table below provides a breakdown:
Funding Categories
1. Core Services Delivery
2. Special Purpose
3. Capital (Retrofits)
4. "Capping
Total 2013

Totals
$74,368,816
$16,295,752
$1,046,915
-$9,779,771
$81,931,712

*As a mitigation strategy, municipalities, such as Peel, receiving an increase
greater than 10 per cent under the new funding formula will have their allocations
reduced in order to offset municipalities with large decreases. When or if this cap
will be lifted is unknown at this time.
Service managers have flexibility to spend their allocations within and between the three
categories, except in situations where the allocation is enveloped or has limited flexibility to
address specific purposes that supplement, support or transform the delivery of core child
care services.
5. Next Steps

To best support the implementation of the new framework in ways that support local
processes for planning, 2013 is being considered a transition year. Continued collaboration
between the province and service managers will occur and provincial child care advisors
support the implementation and transition. The provincial requirement that child care
service system planning occurs to ensure that early learning and child care services are
both locally coordinated and integrated aligns well with the recommendation of Peel's ELCC
Task Force to develop a new early learning and child care plan.
With the new provincial funding guideline in hand, Peel is we11 positioned to move forward
on a developing an ELCC service plan that builds on the work of the ELCC Task Force and
planning initiatives currently underway with community partners' (e.g. development of
Special Needs Resource Strategy; child care demand need forecasts with school boards).
Staff will engage the broader early learning and child care community in the development of
a plan that will meet both transition year 2013 and longer term outcomes. This process will
assist Council to determine how to best allocate existing and new funding to meet the needs
of children and families in Peel. Staff will report to Council in the spring of 2013 on the
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progress of our local service planning as well as recommendations for the distribution of
funds for the current 2013 transitional year.
CONCLUSION
This announcement is in line with the Region's position on the modernization of child care and
the work of Peel's ELCC Task Force. It complements Council's decision to withdraw from the
direct delivery of child care and reinvest funding in additional subsidies and services for children
in Peel.
The announcement of the new funding formula and funding framework will support the transition
of 4 and 5 year olds to FDK, and it will allow the service manager to support the stabilization of
the entire early learning and child care system, with particular emphasis on infants and toddlers
and children with special needs. The funding recognizes the historical underfunding and
growing need in Peel Region and it recognizes the leadership that Council has shown on this
front. This is a major step in the process of transition as governments seek to stabilize and
enhance the Early Learning and Child Care system in Ontario.

Janet Menard
Commissioner of Human Services
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For further information regarding this report, please contact Joan Kaczmarski at extension 7242
or via email at Joan.Kaczmarski@peelregion.ca.
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