EEOST Capital Fund Information Session


September and October 2016


Information Session
· EEC & CIF meeting with potential applicants at the following EEC offices:
· Sept. 29 at 2:00 pm – 51 Sleeper St.  Boston
· Oct 6 at 10:00 am – 10 Austin St.  Worcester
· Oct 6 at 2:00 pm – 1441 Main St. Springfield
· Purpose of the information session: 
· Define EEOST Fund eligibility;
· Discuss pre-application and application process and grant conditions;
· Describe timeline; and
· Questions and Answers.



 
Early Education & Out of School Time Capital Fund (EEOST)
The Early Education and Out of School Time (EEOST) Capital Fund (Fund) was created by An Act Financing the Production and Preservation of Housing for Low and Moderate Income Residents, St. 2013, §§2 (Budget Line Item 3000-0400) in November, 2013.
· The statute authorizes the Department of Early Education and Care (EEC) to administer up to $45 million in general obligation bond funds for grants to develop eligible facilities for use as licensed Large Group and School Age Child Care Programs as defined in 606 CMR 7.00.
· The EEOST Capital Fund provides grants to tax-exempt non-profit corporations or organizations in which a non-profit corporation has a controlling interest, which shall use such grant funds to develop and/or rehabilitate eligible facilities in which at least 25% of the slots in the facility shall serve low income families who are eligible for public subsidy. 
· The Commonwealth of Massachusetts Executive Office of Administration and Finance has allocated monies that amount to $3.6M in grant funding in FY17 for the EEOST Capital Fund Program.
Administration of EEOST Capital Fund
· EEC designated Community Economic Development Assistance Corporation (CEDAC) to administer the EEOST Program.
· Children’s Investment Fund (CIF), which is affiliated with CEDAC, provides technical assistance and financing to ECE & OST facilities across MA.
· CIF has worked with EEC in development of Grant Review Standards and will continue to administer the grants that EEC awards.
· In combined rounds for FY14 and FY15, EEC awarded a total of $7,450,000 to 10 programs.
· In FY16, EEC awarded a total of $3,600,000 to 6 programs.

Early Education and Out of School Time Capital Fund:  Program Guidelines
· Eligibility Requirements
· Grant Terms
· Underwriting Standards
· Pre-Application and Application Process
· Regulations & Definitions
Eligible Facility
As defined in the regulations: 
A building or structure that is, or will be, owned or leased by one or more Eligible Organizations and licensed by EEC, provided, that (a) at least 25 % of the slots in the facility shall serve Low-income Families; (b) a leased facility shall be leased from a bona fide third party, not from an entity affiliated in any way with the Eligible Organization and shall have a lease term that is consistent with the scale of the capital investment but not be less than 15 years from the date of completion of the Eligible Project; and (c) the facility shall meet all of the requirements of 606 CMR 15.03. 
As outlined in the guidelines:
Eligible Facilities include sites that:
· Comply with M.G.L. c. 15D and all regulations and policies adopted thereunder;
· Comply with all other applicable Federal, State and Local statutes, regulations, and ordinances, including but not limited to the Americans with Disabilities Act (ADA) and the Massachusetts State Building Code (SBC), as may be amended from time to time; 
· Is or will be a building, structure, or site that is or will be, owned or leased by one or more Eligible Organizations.
Eligible Facility (continued)
As outlined in the guidelines:
Eligible Facilities include sites that:
· If a building, structure, or site is leased, then the leased facilities shall have a lease term that is consistent with the scale of the capital investment, but shall not be less than 15 years; 
· If a building, structure or site is or will be a municipally owned building that dedicates a single purpose space for licensed early education or out of school time programs, then the lease must be for not less than 25 years; and
· Demonstrate: 
	(a) a need for such a project; 
	(b) a benefit for the affected community; 
	(c) a financial need for assistance in the form of such a grant; and
	(d) local support for the project.
Eligible Uses of EEOST Funds
· Acquisition of real property;
· Design, construction, repair, rehabilitation, and/or renovation of an Eligible Facility;
· Recovery from a natural or man-made disaster; and/or
· Soft costs directly related to the development of an Eligible Facility.
 


Eligible Applicants/Developers
· A non-profit Developer organized under M.G.L. c. 180; and exempt from federal income tax under Section 501(c)(3) of the Internal Revenue Code of 1986, as amended, or an organization in which a non-profit corporation has a controlling financial or managerial interest.  Only Chapter 180 corporations are eligible to apply.  Other 501(c)(3) entities are not eligible if they are not incorporated under Chapter 180.
· The Developer of the Eligible Project need not be the owner of the property, so long as (i) such Developer has control of the site pursuant to a ground lease, or other instrument acceptable to EEC, in its discretion, for a period at least equal to the term of the applicable EEOST Grant; and (ii) the owner assents to the Developer’s execution and the recording of a Land Use Restriction or similar instrument, and executes and accepts the Land Use Restriction, and such additional documentation as EEC and/or CEDAC may require, in its discretion, regarding the rights of EEC and/or CEDAC with respect to the site.
Partnerships
· A for-profit may act in a joint venture with a non-profit developer.
· The non-profit partner is required to have at least a 51% controlling interest in the joint venture.
· Organizational documents of the for-profit must be provided along with a description of non-profit’s controlling interest and the non-profit’s organizational documents.
· None of the for-profit members of the partnership can profit or benefit in any way from EEOST funding.
Project Requirements
· Project Readiness: Ready projects are those that demonstrate they will have the ability to raise all necessary funding, produce finalized plans and specifications, secure all necessary and public approvals, and be completed within 24 months of the grant award. 
· Ready Projects are feasible at the time of application or there is a credible plan in place to achieve feasibility within 4-6 months of the award date.  Feasibility entails (a) financial feasibility, both from a capital and operating perspective, and (b) regulatory feasibility – meeting all EEC, building code, zoning, Architectural Access/ADA, and environmental requirements. 
· The Developer will demonstrate both sufficient financial stability and management capacity to plan and implement its proposed project.
· Site Control:  The Developer will either own its site or have secured site control for the useful life of the renovation or construction.  Site control must be secured prior to application.

Project Requirements (continued)
· QRIS Progression:  
A project that, when completed, will enable an Eligible Facility to improve all their physical environment criteria for Level 3 or Level 4 status as stated in the MA Quality Rating and Improvement System ("QRIS"). In the application, developers should clearly state (a) the current EEC granted QRIS Level of the Eligible Facility; and (b) how the proposed project will enable the Eligible Facility to meet the physical environment requirements for QRIS Level 3 or Level 4.
· QRIS Maintenance:
In the application developers should clearly state (a) if an Eligible Facility is currently been granted a Level 3 status, the Developer must describe how they will progress in Level 3 towards Level 4 for their physical environment standards, or (b) if an Eligible Facility has been granted a Level 4 status, the Developer must describe in the application how the Level 4 QRIS requirements related to physical environment will be maintained.
· Eligible licensed Large Group grantees must operate a full time year round program and School Age Child Care Programs must provide wrap-around care during the summer.
Preferences
Preference will be given to Eligible Projects that reflect:
· A balanced geographic plan that includes projects in different parts of the state, with emphasis given to Western Massachusetts and Southeastern Massachusetts, Cape Cod and the Islands Regions. 
· Facilities where the number of child care slots serving families receiving public subsidy exceeds 25% of the total child care slots.
· Recovery from a natural or man-made disaster.
· Location within a Gateway City.
· A plan to expand capacity, subject to EEC licensing approval, to serve more low-income families who are eligible for public subsidy, with an emphasis on age groups that are currently underserved. 
· Green and Sustainable Projects that incorporate materials, construction practices, furnishings and equipment that create healthy and comfortable interior environments conserve energy and natural resources, produce less waste, preserve and restore natural outdoor environments, and minimize negative impact on the environment such as pollution or depletion of non-renewable resources.
· Solicitation and/or participation of minority and women-owned construction companies or development team members as part of the project team.
 



Amount of Grant Award
EEOST Funds are Grants that:
· May finance up to $1,000,000 per project,
· The minimum Total Development Cost (TDC) shall be no less than $400,000 per project, and 
· Applicants shall identify sources in addition to EEOST grants to pay a portion of the project costs. 
· EEOST grants will not fund the entire cost of a project.  
· For all projects, the least amount of funding necessary to assure project feasibility will be recommended. 
Grant Timetable and Disbursement
· No funds will be disbursed prior to full financial closing.
· Predevelopment costs incurred more than one year prior to the pre-application date will not be reimbursed.
· Acquisition costs incurred more than two years prior to the pre-application date will not be reimbursed.
· Developers are fully responsible for legal costs incurred to close on EEOST grant.
Terms & Conditions
EEOST funding is provided as grants. The Grant Agreement and related documents delineate various grant terms and conditions, including eligibility of the organization, the requirement to serve low income families, and will also include a recorded Land Use Restriction (LUR) that ensures the continuing use of the property for the intended public purpose, i.e., Large Group and/or School Age Child Care.  The terms and conditions of each grant award will include a mortgage securing the obligations in the terms and conditions of the Grant Agreement.
Grantees must comply with all terms and conditions of the EEOST grant for the full grant term unless a waiver is granted by the EEC Commissioner.  
Please refer to the EEOST Regulations and Guidelines for additional information.
Some examples are:
· Maintain non-profit, tax-exempt status.
· At least 25% of the slots in the facility shall serve low income families who are eligible for public subsidy. 
· Sign a mortgage including a Land Use Restriction (LUR) that ensures continued use of the property for Large Group and/or School Age Child Care.
An EEOST grant will be secured by a mortgage lien on the property title in favor of EEC or CEDAC, if owned by the grant recipient, or on the leasehold interest if the facility is leased.
· If permitted by EEC or CEDAC, the mortgage may be junior to a first mortgage, or equivalent, with a lender, or equivalent, to ensure sufficient project financing.
Land Use Restriction
The mortgage will include a Land Use Restriction (LUR) that ensures continued use of the property for Large Group and/or School Age Child Care for specific term:
· For sites owned by recipient:  25 years
· For sites leased from private entity: 15 years
· For sites leased from municipality: 25 years
The LUR is released under the following conditions:
· Upon completion of the grant term. 
· If a project were to be foreclosed on by a mortgage holder of a bona fide first mortgage, or a mortgage holder senior to the EEOST mortgage, or  with EEC’ s consent.
· In the event of a grant recapture.
Recapture (Repayment) Provisions
If the eligible project or facility is found to be in non-compliance with any EEC regulation or policy, the terms and provisions of the EEOST grant documents or with any other federal, state or local laws, regulations, ordinances of policies, the Grantee will have 90 days to rectify those matters, in a manner acceptable to EEC, prior to the recapture of grant funds.  
Compliance will be determined at the sole discretion of EEC. 
· If for any reason the Grantee fails to comply with the terms and provisions of the Grant Agreement, CEDAC or EEC will recapture the grant funds according to the schedule provided in the EEOST Guidelines. 
An example has been provided below for your reference, please refer to the EEOST guidelines for the leased property grant recapture schedule:
For properties owned by the Grantee (25 year grant term):
· If the noncompliance occurs within 9 years of the making of the EEOST Grant, repayment of 100% is due;
· If the noncompliance occurs between 9 years and 16 years after the making of the EEOST Grant, repayment of 67% is due;
· If the noncompliance occurs between 16 years and 25 years after the making of the EEOST Grant, repayment of 33% is due; 
· If the noncompliance occurs more than 25 years after the making of the EEOST Grant, the grant funds will no longer be subject to recapture.
The Pre-Application
EEC requires all applicants intending to apply for this funding to submit a Pre-Application.
Failure to submit a Pre-Application will preclude an organization from submitting a grant application. Only those organizations that receive an Invitation to Apply from EEC will be allowed to submit a full EEOST Capital Fund Application. 
EEC shall receive all grant pre-applications by October 31, 2016 at 4PM. EEC will conduct a preliminary review to determine whether each Eligible Facility has a license in good standing with the Department and is in financial good standing with the Department.  
Copies of all eligible pre-applications will then be transmitted to CEDAC for review and evaluation.
The following criteria will be considered during review of the Pre-Application:
· CAPITAL PROJECT READINESS:  Please complete the Readiness Checklist contained in the EEOST Pre-Application Procurement document posted on EEC’s website to determine whether your proposed project meets all the readiness criteria.  If you do not meet all the criteria, your organization is not ready, and you should wait to apply in a subsequent grant round.  
· Your project must meet 100% of the readiness criteria in order to be considered:
· Site Control,
· Predevelopment and Planning,
· Plans and Specifications,
· Project Financing,
· Organizational Finances, and
· Standing with EEC.

The Pre-Application (cont’d)
· Grant Pre-Application Due Date:  October 31, 2016- 4:00 PM 
· Answer all questions as completely as possible since incomplete Pre-Applications will not be considered. 
· Review the EEOST Pre-Application Checklist.
· Questions after today’s session are to be sent by e-mail to eec.eeost@massmail.state.ma.us by October 11, 2016 at 4:00 PM. 
· EEC expects to post responses to written questions, and to the questions raised at the Information Sessions, on or around October 21, 2016. 
· Submit 4 copies to EEC.
· Pre-Applications received after the deadline will not be considered.

Please do not contact CEDAC/CIF or EEC about the specifics of your proposed project. Phone calls, emails, or other communications initiated by applicants with CEDAC/CIF or EEC are prohibited.

Project Feasibility 
Examples of factors considered to determine project feasibility:
· Scale and term of other financing commitments.
· Permanent debt should have minimum term of 10 years; 15 years is preferable
· Assumptions about future operating budget.
· Create projections of 15 or 25 years, based on EEOST grant terms of 15 or 25 years
· Projected cost of the project.
· Professional cost estimator or contractor bids
· Appropriate for needs of the program.
· Environmentally sound or plan for remediation at reasonable cost.
· All projects should have a recent Phase I Environmental Site Assessment Report and Hazardous Material Report, and a Phase II report, if indicated.
· If purchasing a site, acquisition costs must be reasonable, as indicated by an independent appraisal.
· Sale or lease of property must be an “arm’s-length” transaction.
· Capital Needs Assessment, if renovating the site.
· Zoning or other approvals.
Development Team
The applicants must assemble an experienced and competent team.
The development team (architect, development consultant, project attorney, project manager, etc.) must have a demonstrated ability:
· To develop the project in all respects, conduct community review and approval processes, resolve permitting and zoning requirements, 
· Complete planning, design and engineering activities, oversee bidding and construction management, coordinate grant closing and other legal transactions, and 
· Manage the property upon completion and provide relevant services.  
It is highly recommended that applicants assemble an experienced and capable team, including a development consultant to coordinate development activities, respond to EEC’s and CEDAC’s requests for additional information and documentation, and generally ensure that project development stays on the “critical path”. 
Please refer to the EEOST Guidelines for the criteria considered in the evaluation of the development team.
Project Manager
All grantees must procure the services of a Project Manager to oversee the development, renovation or construction of the project.  
· That the project is built according to plans and specifications,
· That quality materials, building practices and other standards are met, and 
· That the rest of the development team is informed about progress on a regular basis.
In the event that the grantee elects to change the Project Manager during the course of the grant award, the grantee shall notify CEDAC in writing, 30 calendar days prior to the effective date of any such change.

Total Development Costs (TDC)
The Total Development Costs must include all hard and soft costs, including reasonable Developer fees. 
Excessive development costs are not justified by an acquisition price greater than the appraised value of a property or by selecting a site that requires extensive reconfiguration to meet program needs. Developers are encouraged to select sites which will serve the needs of the large group and school age child care programs.
· Developer Fees: The Developer fee is restricted to no more than 5% of the total development cost.
· Development Services Procurement 
· In procuring and contracting for all development services including, but not limited to architectural, engineering, legal, development consulting, and construction, applicants must demonstrate sound business practices and fiduciary responsibility which gain the benefits of the competitive market and achieve a fair value.  EEC and CEDAC reserve the right to require any applicant to conduct a formal bid process, including at least three competitive bids obtained in a free, fair and open process for any development related service.  
· Construction service bids are based on plans and specifications of sufficient detail so that an accurate fixed price can be obtained.
· Transactions are “at arm's-length”. 
· Contracted prices are within standard market parameters.  EEC and CEDAC reserve the right to require re-bidding of high cost projects, with costs in excess of 10% of comparable market situations.
· Proposed contactor must have an acceptable record of performing similar projects in the past and must maintain all required licenses, permits and certifications. 
· The bid process shall include effective outreach to minority-owned and women-owned businesses.

Rehabilitation/Construction Standards
Eligible Projects must be designed to meet the needs of the children served by the Eligible Facility and the physical facility requirements set forth in 606 CMR 7.00 et seq and the QRIS Physical Environment criteria. 
Design a project that can be readily maintained for its full use throughout the 25-year minimum term for owned facilities and 15-year minimum term for leased facilities of the grant.  
· Engage highly qualified architects, engineers and contractors experienced in child care design for the appropriate age groups.
· Emphasize the importance of adhering to all safety, accessibility, environmental, historical, building code and other regulations.
· Emphasize the importance of a high quality durable project – do not assume that EEOST or other funding will be available in the future.
The Application
Following the review of submitted Pre-Applications, EEC will invite qualified applicants to submit a full application. EEC will send the Application to those found qualified on or around December 7, 2016.

· Grant Application Due Date:  January 19, 2017 4:00 PM 
· Answer all questions as completely, incomplete applications will not be considered. 
· Review the EEOST Application Checklist.
· Questions by qualified applicants after receipt of full application materials are to be sent by e-mail to eec.eeost@massmail.state.ma.us by December 22, 2016 at 4:00 PM. 
· EEC expects to post responses to written questions on or around January 10, 2017. 
· Submit 4 copies to EEC.
· Applications received after the deadline will not be considered.

· CEDAC will review each eligible grant application, providing an analysis, project summary and recommendation to EEC. In its review, CEDAC shall include a detailed summary of the proposed project, how the project qualifies as an Eligible Facility and Eligible Project, and the total project cost.  
· This analysis will include but will not be limited to each applicant’s capacity. Readiness to undertake a capital project and the feasibility of the proposed project.

· CEDAC will also conduct a site visit. No additional or missing information can be provided during the site visit or at any time by the applicant. The site visit is purely for CEDAC to view the physical facility as part of the evaluation.

Please do not contact CEDAC/CIF or EEC about the specifics of your proposed project. Phone calls, emails, or other communications initiated by applicants with CEDAC/CIF or EEC are prohibited.

.

Grant Review Score Sheet
Criteria				Maximum Points Available		
1. Capital Project Readiness			20
2. QRIS Progression & Maintenance		15
3. Project Feasibility				15
4. Site Consideration				10
5. Development Team & Project Manager	10
6. Development Costs				10
7. Expansion of Affordable Slots That Address Access Issues	10
8. Preferences					10
Total						100
Appendix A: Multiyear Budget
Appendix A: Multiyear Budget
Appendix A: Multiyear Budget
Appendix B: TDC and Capital Grant Request
Appendix B: Slot Subsidy Data
Appendix B: Slots Improved & Added
Appendix B: Eligibility for other public subsidies
Appendix B: General Development Cost Budget
Appendix B: Proposed Project Financing
Appendix B: Sources & Uses Budget:  Sources
Appendix B: Sources & Uses Budget:  Construction
Appendix B: Sources & Uses Budget:  Uses 
