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About LISC: Connecting Communities with Resources

e LISC is a financial intermediary committed to community development

e LISC is an investor, capacity builder, convener, and innovator
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Pool public and private dollars Work with local partners Support people and places
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LISC’s Multidecade Mission to Support the ECE Field

Capacity Building

Investment
>$60 Million

ISC

Technical Resources

A Thought Leadership
o
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Development of
Quality Infrastructure
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ECE Financing Landscape

Transforming the Financing of
Early Care and Education

National Academies of

Sciences, Engineering, and
Medicine. 2018.

ISC

GAP IN FUNDING

TOTAL COST OF
HIGH-QUALITY

Centers Homes  High=Quality
Setting


https://doi.org/10.17226/24984
https://doi.org/10.17226/24984

S
Child Care & Early Learning Policy Priorities

* Dedicated Facilities Funding
v Dedicated, stand-alone public-sector funding to support the acquisition,
construction, and renovation of child care facilities.

* Facilities Needs Assessment
v" Comprehensive National Facilities Needs Assessment on the condition,
quality, and availability of child care facilities across the country.

* Technical Assistance & Capacity Building
v Dedicated resources for technical assistance and business capacity building
for intermediaries to scale and replicate sector supports.

* Community Development Finance Alighment
v Policies that incentivize utilization of community development financing
tools to support child care and early learning capital projects and
businesses

* Increased Public Sector Operating Support
v Increase in public funding for the entire Child Care and Early Learning Sector

Photo credit: https://stock.adobe.com/
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CDA

Child Development Associates

Creating opportunities for families, children, and
child care providers to succeed



About CDA

Child Development Associates (CDA) is a
community-based nonprofit in San Diego
supporting:

e 6,700 Families
e 12,900 Children
e 3,400 Child Care Providers
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Subsidized child care Healthy meal Whole-family and dual
services to achieve reimbursement and generation support and
self-sufficiency technical assistance services




The child care challenges experienced by families and child
care providers are defined by a low supply of early care and
education workers, cost inflation for both staff and services,
lack of small business support, low wages and benefits for
providers, and a persistent shortage of affordable child care
options for families.

Child care providers support the healthy
development and well-being of children.
How can we support them and their business?




Obstacles:

Rising costs of purchasing or renting buildings

Local zoning, permit, and licensing requirements

Lack of technical assistance for navigating the process
Landlord and renovation barriers

CARE San Diego Candidate Testimonials:

"Startup costs and renovations are very high. | don't have that kind of money saved.
I've been a child care provider for 15 years."

"I want to grow my business, but | barely make enough to cover my rent and business
expenses.”

"I have great ideas for my daycare, but my landlord doesn't allow me to make
renovations or upgrades to the house."

"I don't quality for any rent affordability programs."




Opportunity:

e Community-based partnerships that provide trust

e Technical assistance and support programs for effective
small business operation

e Supportive and understanding landlord

e Capital opportunities tailored to the unique needs of
providers

e Dual generation benefit




missiondriven
finance

Supporting Child
Care Providers
with Real Estate







Provider

4

Location



Provider + Location ¢ . ¢ .




Real estate is a major barrier

100%

2 71%

60%

40%

20% 14%

0%
Difficulty Lack of adequate Concerns about Difficulty meeting Challenges with Difficulty
finding an fundingforthe  completing the licensing gaining fire obtaining building
available expansion or work in the requirements for  clearance/fire  owner’s approval
site renovation timeframe child care marshal approval  for renovations
required by facilities or expansion
the funder

Source: 2019 Provider Survey, Preschool Development Grant Needs Assessment californiaforallkids.chhs.ca.gov/resources. Centers that
had considered expansion but had not proceeded were asked what were the barriers to their expansion aspirations.


https://californiaforallkids.chhs.ca.gov/resources

Why focus on real estate for child care?

Unstable, unfavorable leases

e Providers stressed about lease or landlord have to split their focus
e Possible displacement discourages providers from investing in their space

Real estate financing & complexity—major barriers

e Difficult for providers to qualify for financing
e Overwhelmingly complex & risky requirements

Need a new path for investors

e Small business loans = high risk mitigation requirements
e Expansion projects often seen as too small or too risky




The Care Access Real Estate (CARE) model

quality licensed child care capacity

by creating dedicated child care properties that enable
providers to scale

by being a child care-friendly landlord & other support
resources

)
stability of child care businesses
& 2

wealth of child care providers

by providing the opportunity to purchase after 2+ years renting
& sharing the appreciation of the asset




The Care Access Real Estate (CARE) model

National portfolio of child care real estate

® Half commercial child care centers
® Half residential child care homes (by asset value)

Partnering with strong care ecosystems

® Wraparound support for providers to grow scale and quality
® Sourcing quality providers poised for growth

Deep roots in equity creates opportunities

® |ayering in government funds in a unique federal moment
® Off-market and/or below-market acquisitions



CARE investment structure

CARE'’s national-local hybrid
structure magnifies provider
voice and allows for local
investment and support.

Each Community Investment
Company (CIC) is connected to
an anchor child care ecosystem
partner, other child care and
technical assistance system
partners, public agencies, and
impact investors.
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Why a Real Estate Investment Trust (REIT)?

“Most REITs have a straightforward business model: The REIT leases
space and collects rents on the properties, then distributes that income as
dividends to shareholders.” — Investopedia

Long-term hold = stability
® Not incentivized to pump up, then sell off a portfolio
® Investor goals of steady yield match providers’ needs of stable rent

Familiarity = scale
® Common portfolio holding for large institutional investors
® Specialty REITs in healthcare properties, senior housing, and biotech
already exist demonstrating targeted impact-focused real estate
portfolios can work

® Unlike private funds with a 99 investor limit, REITs require 100+
investors after year 1, making scale a core feature

Private — public = long-term liquidity



CARE matching

process

Search based on:
Provider
needs/interests

Communities' need
for child care
Special
opportunities

Candidate
properties

Lease

Child Care
Ecosystem
Partners

Financial
Discovery

List of
candidate
tenants with
needs/interests

Center-based providers

Interest
survey

Family child care providers

Interview &
screening



Potential CARE sites

® Phasel

e San Diego County, CA
e Clark County, NV
e Southeast Ml

e Nationwide with Wildflower
Schools

Phase II’

e Supportive provider
ecosystems and local
government support

e Real estate opportunities
that meet REIT acquisition
specifications

e Notable capital appetite

‘unconfirmed & subject to change
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Notes and
disclosures

This material is provided for informational purposes only and is not intended to be an offer, or the basis for any contract to purchase or sell any

security or other instrument, or for Mission Driven Finance (MDF) to enter into or arrange any type of transaction as a consequence of any information
contained herein. MDF and its business units do not provide tax, legal or accounting advice and you should consult your profe ssional advisors with respect
to such matters. This material is not intended for public use or distribution. Neither this material nor any of its contents may be used for any other purpose
without the express consent of MDF.

This communication is intended for review only by accredited investors. This document is an outline of matters for discussion only and no representations
or warranties are given or implied. The information contained in this document is subject to discussion, completion and amendment. This document does
not contain all the information necessary to fully evaluate any transaction or investment, and you should not rely solely on the contents of this document.
Recipients of this document should neither treat and should not rely on the contents of this document as advice relating to legal, taxation or investment
matters and are advised to consult their own professional advisers.

This communication is for informational purposes only and does not constitute an offer to sell, a solicitation to buy, or a recommendation for any security,
nor does it constitute an offer to provide investment advisory or other services. No reference to any specific security constitutes a recommendation to buy,
sell or hold that security or any other security, nor will there be any sale of securities in any state in which such solicitation or sale would be unlawful prior to
registration or qualification of securities under the laws of any such state. Nothing in this document shall be considered a solicitation or offer to buy or sell
any security, future, option or other financial instrument; or to offer or provide any investment advice or service to any person in any jurisdiction. Nothing
contained in this document constitutes investment advice or offers any opinion with respect to the suitability of any security, and the views expressed in this
document should not be taken as advice to buy, sell, or hold any security. Investing involves risk including loss of principal.

This communication includes estimates, approximate summaries, and forward-looking statements that could be incorrect. Assertions and plans are subject
to correction and change without notice. Actual and future results and trends could differ materially from those described by such statements due to various
factors, including those beyond our ability to control or predict. The views expressed herein may change at any time after the date of this this material.
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