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NICHE UNDERWRITING / BORROWER FIELD GUIDE

Childcare and early-learning centers
Can the center fund the property alongside staffing, ramp-up and capacity constraints?

Childcare property economics start with the rooms the operator can actually use, staff and fill - not simply the
building's square footage. Separate tuition billed from collected family payments and subsidy receipts. For an
investor landlord, lease income is the property cash source; an owner-operator must also demonstrate the
center's cash capacity. Our questions and documents are financing preparation suggestions, not a nationwide
licensing checklist.

Capacity must be tied to the actual permission and staffing
ChildCare.gov describes state and territory licensing oversight. Obtain the subject center's actual approved
capacity and applicable age-group, room and staffing requirements from its authority. Use those facts to build a
room-by-room schedule rather than inserting one national staff ratio or treating every advertised space as usable
enrollment capacity.

Quality labels do not replace licensing evidence
ChildCare.gov distinguishes quality-rating systems from licensing and explains that state participation rules differ.
Confirm both the operating permission and any separate rating or funding conditions relevant to the business.
Our underwriting implication is to identify expenses and revenue assumptions dependent on maintaining those
conditions; a quality badge alone does not substantiate the forecast.

Enrollment growth can require cash before tuition arrives
Model enrollment and staffing by room and opening date, then distinguish deposits, tuition, discounts, refunds
and subsidy collections. Put startup recruitment and training before the corresponding revenue when appropriate.
Eliminate related-party rent in combined property/business cash analysis, while retaining external occupancy
expenses, payroll and all debt obligations.

Use with the dedicated Excel model for this niche. All numerical scenarios are hypothetical. Research and calculation scope are
separated throughout this guide.
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What lenders want to understand
These are preparation questions. The actual lender determines required evidence, accepted cash flow and approval conditions.

01 / Which enrollment is both permitted and operationally achievable?
Match the actual license and room schedule to staffing commitments, signed enrollments and realistic start
dates.

02 / Which receipts depend on a program, payer or quality status?
Provide applicable agreements, billing history, collection delays and current status; separate evidence from
expected approvals.

03 / Can available liquidity bridge the staffing and enrollment ramp?
Prepare a monthly cash schedule with room openings, payroll, deposits, refunds, property costs and debt rather
than relying only on an annual profit forecast.

Turn questions into an evidence ledger
For each answer, record the document date, responsible person, unresolved issue and lender response.
Distinguish requested, received, reconciled and accepted. A document upload does not establish acceptance.

Hypothetical: opening an infant room
A center buys an adjoining building and expects higher tuition from a new room.

The financing case first verifies the proposed room's approved use, then schedules hiring, furnishings and
enrollment timing. A delayed opening can create payroll and property costs without the projected tuition, even if
the annual stabilized forecast looks attractive.

Support the borrowing decision with the room-level cash ramp and confirmed operating conditions.
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Document checklist
Use a common financial cutoff date. Record gaps and discrepancies alongside the documents.

Document and purpose Status / owner

Current license, inspection record and approved room plan - Establish the subject facts and any
unresolved conditions; consult the actual jurisdiction.

[ ] Received [ ] Reconciled
Owner: ________

Enrollment and tuition collection schedule - Separate enrolled, attending, billed and paying children
using aggregate counts without children's identifying information.

[ ] Received [ ] Reconciled
Owner: ________

Staff roster, hiring timetable and payroll budget - Reconcile opening hours and room staffing with the
actual operating requirements.

[ ] Received [ ] Reconciled
Owner: ________

Subsidy/quality-program agreements and collection aging - Identify relevant participation conditions,
payment timing and status.

[ ] Received [ ] Reconciled
Owner: ________

Property/business cash and opening-cost bridge - Show facility work, furnishings, preopening payroll,
rent eliminations and remaining liquidity.

[ ] Received [ ] Reconciled
Owner: ________

Attach the financing and cash evidence
Include a signed sources-and-uses reconciliation, existing debt and equipment obligations, proposed term sheet,
available equity evidence, and a dated explanation for every material model assumption. Separate restricted
balances from spendable cash.

Keep personal and customer records private
Use aggregate operating evidence in this educational workbook. Share sensitive supporting documents only through the lender or
advisor's appropriate secure process. The workbook contains no upload connection.
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Use your dedicated Excel model
Rooms and Enrollment -> Operations -> Debt and Funding -> Summary

01 / Select a case
Save an untouched copy. In Assumptions D5 select 1 for Base or 2 for Downside. Both cases feed one monthly calculation;
changing the selector recalculates the workbook.

02 / Populate the niche schedule
Replace blue input cells in Rooms and Enrollment!D10:M21 with dated source evidence. Retain formula cells. Source columns
are: Infant usable places; Infant enrollment demand; Infant monthly tuition; Older-child usable places; Older-child enrollment
demand; Older-child monthly tuition; Monthly cash cost / teacher FTE; Other center payroll/opex; Subsidy share of tuition;
Expansion capital.

03 / Replace scenario assumptions
Replace illustrative scenario drivers, property value, acquisition uses, available equity and financing terms in Assumptions. These
examples are not market benchmarks or lender requirements.

04 / Reconcile cash and financing
Trace monthly Operations into Debt and Funding. The signed funding surplus deducts closing equity and additional operating
cash need; a negative result is an unfunded requirement.

05 / Resolve missing inputs
Inspect the Review checks and every unavailable result. Missing or invalid selected data is n.a.; a valid zero remains zero. Do not
replace missing records with zeros.

06 / Confirm the transaction scope
Reconcile the chosen case to lender definitions and actual documents. The model covers twelve operating months and a
contractual principal calculation at maturity; it does not forecast future refinancing approval.
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Calculation scope and conventions
Read these alongside the visible formulas. The source schedule is dedicated to this niche; contractual and eligibility decisions remain
outside the model.

Usable places and child-to-teacher ratios are user-entered planning constraints, not licensing determinations or national
standards. Teacher FTE rounds each modeled age group up and applies the entered shift/break coverage factor. Actual
room-level staffing may require more.

Tuition realization covers discounts and noncollection. Private-pay tuition collects currently; the uncollected subsidy portion pays
next month. Opening subsidy AR collects in month 1. Do not deduct receivables again as working capital.

Combined cash is an operating-business and property measure, not property NOI. Other business debt, taxes/distributions and
maintenance capital are deducted once before the residual property-debt proxy.

Value and acquisition price refer only to the real estate. LTV never applies to enterprise value, goodwill, inventory or equipment.
The modeled loan is property debt supported by residual combined cash, not a business-acquisition valuation or program
eligibility test.

Business purchases, equipment purchases at closing and goodwill are excluded from the example acquisition uses. Reconcile
their separate funding and resulting debt obligations before relying on the property-only equity gap. Include additional post-closing
equipment or expansion cash in the capital schedule once.

Related-party rent is shown and eliminated. External property costs exclude mortgage debt and must not also appear in business
operating inputs. No intercompany transfer permission is established.

Maintenance capital is deducted before sizing. Additional expansion/property capital is deducted below residual cash. Do not
enter the same cost in both places.

All amounts are fictional. Residual coverage, value and cash tests do not establish bank DSCR, program eligibility, business value
or a loan commitment.

Sizing cash equals modeled annual cash NCF plus the entered lender adjustment. The adjustment does not create spendable
cash.

Coverage size uses amortizing annual service. The loan is the minimum of coverage, LTV, debt yield and the requested ceiling.

The three sizing thresholds are illustrative editable inputs. Negative NCF produces zero income-supported capacity, never a
negative loan.

Monthly payments use annual rate/12; IO principal is unchanged. After IO the original principal amortizes over the entered period.

Closing cash and later operating shortfalls are reconciled without counting the same cash reserve twice.

All numerical values are illustrative; no market facts or lender approval are asserted.

The twelve-month operating model omits taxes on investor returns and future refinancing costs except expressly entered items.

Author verification uses Artifact Tool recalculation, saved-XLSX reimport and separate JS arithmetic; independent application
verification is recorded separately.

Legal, licensing, environmental, engineering and lender-specific recognition require actual diligence.

Property debt versus business cash
The model starts from the operating business and deducts the listed external costs and obligations. Its remaining cash is a
conservative proxy for supporting proposed property debt. This is not a standalone landlord NOI, a lender-defined global DSCR or
an SBA eligibility test. Do not add intercompany rent as a second revenue stream.
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A reconciled hypothetical example
Base and Downside are separate recalculations of the same model. Displayed dollars are rounded; Excel retains unrounded values.

Illustrative result Base Downside

Business cash collections $1,932,293 $1,652,895

Residual combined cash $403,013 -$63,045

Residual cash used for sizing $403,013 -$63,045

Modeled loan $2,200,000 $0

Binding sizing constraint Requested ceiling DSCR

First-year debt service $160,627 $0

Required closing equity $1,415,000 $3,615,000

Equity left / (closing gap) $385,000 -$1,815,000

Additional operating cash need $0 $0

Equity left / (combined gap) $385,000 -$1,815,000

Principal at modeled maturity $2,016,287 $0

Base operating cash used for sizing is $403,013. The modeled loan is $2,200,000, with Requested ceiling binding. Closing uses
of $3,615,000 less that loan require $1,415,000 of equity. Available equity is $1,800,000; the signed combined surplus/gap is
$385,000 after any additional operating cash need. Downside changes the loan to $0 and the combined result to -$1,815,000.

Illustrative Base / Downside inputs: Real estate collateral value $3,600,000 / $3,000,000; Annual note rate 6.50% / 8.00%; Maximum
LTV 65.00% / 60.00%; Minimum sizing DSCR 1.25 / 1.3; Minimum debt yield 9.00% / 10.00%; Amortization after IO (years) 25 / 25;
Initial interest-only months 6 / 6.

Change the case and trace the result
Compare the binding sizing constraint, closing equity, monthly cash low point and maturity principal. A smaller modeled loan can
increase the sponsor funding need even if the property remains cash-positive. The lender may use different income adjustments,
payment conventions or collateral limits.
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Sources, limits and next steps
Sources below support identified research claims. They do not validate the fictional numerical inputs or represent a financing
commitment.

ChildCare.gov: How Is Child Care Regulated to Ensure Children's Health and Safety?
Child care licensing overview

Official indexed text confirms state and territory licensing oversight. Direct retrieval returned 403 during verification; no
jurisdiction-specific numeric capacity or staffing rule is asserted. Our financing checklist is a preparation framework.

https://www.childcare.gov/consumer-education/regulated-child-care

Source checked: 2026-10-21

ChildCare.gov: Understanding Child Care Quality Ratings
How Child Care Quality Ratings Work; Checking a program's licensing status

Official indexed page text explains variation across state quality systems and the distinction between a quality rating and licensing
status. It does not prove any center's eligibility, capacity or reimbursement.

https://www.childcare.gov/consumer-education/find-and-choose-quality-child-care/understanding-child-care-quality-ratings

Source checked: 2026-10-21

About this educational model
Prepared with AI assistance and independently checked against the published example. Artifact Tool recalculation and saved-file
checks are recorded in the release evidence. Native Microsoft Excel recalculation has not been independently verified. Verify your
edited scenario in your spreadsheet application before using its results.

Discuss your financing with Jaken Finance Group
833-264-7776 | info@jakenfinancegroup.com

Start a commercial financing request

Online niche guide, matching downloads and related research

Published by Jaken Finance Group. Version 1.0.0. Preparation date: October 21, 2026. Correct errors through the publication's
corrections page.
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