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STATE OF NEW YORK

11613

| N ASSEMBLY

July 29, 2026

Introduced by COW TTEE ON RULES -- (at request of M of A Rosenthal)
-- read once and referred to the Committee on Children and Famlies

AN ACT to anmend the social services law, in relation to private equity
in child care

The People of the State of New York, represented in Senate and Assem
bly, do enact as foll ows:

Section 1. The social services law is anended by adding a new section
390-p to read as follows:

§ 390-p. Child care providers; private equity. 1. As used in this
section, the following terns shall have the foll owi ng neani ngs:

(a) "Affiliate" shall nean

(i) a person, entity, or organization that directly, indirectly, or
through one or nore internediaries controls, is controlled by, or is
under conmmon control or ownership of another person, entity, or organ-
ization;

(ii) a person, entity, or organization whose business is operated
under a | ease, nanagenent or operating agreenent by another entity, or a
person substantially all of whose property is operated under a nmnage-
nent or operating agreenent with another entity;

(iii) an entity that operates the business of substantially all of the
property of another entity under a | ease or operating agreenent; and

(iv) any out of state operations and corporate affiliates of an affil-
iate as defined in subparagraph (i), (ii) or (iii) of this paragraph,
including significant equity investors, real estate investnent trusts,
and nmanagenent services organi zations.

(b) "Beneficial owner" shall nean any individual who, directly or
indirectly, either (i) exercises substantial control over a reporting
conpany, or (ii) owns or controls at least twenty-five percent of the
ownership interests of such reporting conpany.

(c) "Capital distribution" shall nean:

(i) a cash or share dividend

(ii) a share repurchase;:

(iii) a share redenption;

(iv) a share buyback;

EXPLANATI ON- - Matter in italics (underscored) is new, matter in brackets
[-] is old lawto be onmitted.
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(v) a paynment of interest or fee on a share of stock; and

(vi) any other transaction similar to a transaction described in
subparagraph (i), (ii), (iii), (iv), or (v) of this paragraph

(d) "Change of control" shall nean an arrangenent in which any other
person or entity acquires direct or indirect control over the operations
of a child care provider in whole or in substantial part. For purposes
of this definition., "arrangenent" shall include any agreenent., associ-
ation, partnership, joint venture, nanagenent services agreenent,

prof essi onal services agreenent, staffing agreenent, or other schene
that results in a change in governance or control of a child care

provi der.

(e) "Child care facility" shall nean any place or program operated as
a business or service on a reqular or continuous basis, whether for
conpensation or not, whose primary function is the protection, care and
supervision of children under thirteen years of age outside the child's
home for a period of fewer than twenty-four hours a day by a person
other than the parent, step-parent, guardian, or relative within the
third degree of consanguinity of the parents or step-parents of the
child.

(f) "Child care provider" or "provider" shall nean a person or entity
licensed, registered or otherwi se authorized by the office to provide
child care services in this state, including but not limted to famly
day care honmes, group famly day care hones, and child day care centers.

(g) "Child care services" shall nean the developnentally appropriate
care and supervision of children under thirteen years of age for fewer
than twenty-four hours a day by a child care provider.

(h) "Control" including the terns "controlling". "controlled by" and
"under common control with" shall nean the direct or indirect power to
direct or cause the direction, nmanagenent or policies of a person, enti-
ty or organization through ownership, contractual agreenent, or other
relationship/arrangenent. A person or entity that directly or benefi-
cially owns ten percent or nore equity interest, or the equivalent ther-
eof , of another person or entity shall be deened to control the person
or _entity owned.

(i) "Enployee" shall nean an individual who perforns services for and
under the control and direction of an enployer for wages or other renun-
eration, including forner enployees., or natural persons enployed as
i ndependent contractors to carry out work in furtherance of an enpl oy-
er's business enterprise who are not thenselves enpl oyers.

(i) "Enployer" shall nean any person, firm partnership, institution.
corporation, or association that enploys one or nore enpl oyees.

(k) "licensee" shall nean a person or entity that the office approves
to receive assistance for child care services pursuant to the New York
state child care assistance program and a provider rate agreenent.

(1) "Mterial change transaction"” shall nean the occurrence of any of
the follow ng events during a single transaction or in a series of
related transactions that affects conpetition or access in one or nore
geographic regions of the state involving a child care provider wthin
the state:

(i) a corporate nmerger including one or nore child care providers;

(ii) an acquisition of one or nore child care providers. For the
pur poses of this definition, "acquisition" shall include the direct or
indirect purchase in any manner, including but not limted to | ease,
transfer, exchange, options, receipt of a conveyance, creation of a
joint venture, or any other manner of purchase such as by a private

equity group, hedge fund, publicly traded conpany, real estate invest-
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nent trust, or any subsidiaries thereof, of a material anmpunt of the
assets or operations of a child care provider as defined in regulations
established by the office pursuant to the state administrative procedure
act ;

(iii) any affiliation, arrangenent., or contract that results in a
change of control of a child care provider;

(iv) the formation of a partnership, joint venture, or parent organ-
ization;

(v) a sale, purchase, lease, affiliation, or transfer of control of a
board of directors or other governing body of a child care provider;

(vi) areal estate sale or |ease agreenent involving a material anmount
of assets of a child care provider; or

(vii) the closure of a child care facility or the closure, discontin-
uance, or significant reduction of any essential child care service by a
child care provider.

(M  "Net operating profit" shall nean the profit froma child care
provider's core business activities, calculated as such provider's gross
revenue ninus operating expenses, taxes, interest, depreciation and
anortization.

(n) "Ofice" shall nmean the office of children and famly services.

(0) "Omership or investnent interest" shall nean any of the follow
ing:

(i) direct or indirect possession of equity in the capital. stock., or
profiting totaling nore than five percent of an entity;

(ii) interest held by an investor or group of investors who engages in
the raising of capital or returning of capital and who invests, devel-
ops, or disposes of specified assets; or

(iii) interest held by a pool of funds by investors, including a poo
of funds managed or controlled by private linmted partnerships, if such
investors or the managenent of such pool or private limted partnership
enploy investnent strategies of any kind to earn a return on such poo
of funds.

(p) "Principal" shall nean:

(i) the president, vice president, secretary, treasurer, nmnager, or
simlar officers of a corporation, nonprofit corporation, cooperative or
wor ker cooperative corporation;

(ii) a director of a corporation, nonprofit., cooperative or worker
cooperative corporation;

(iii) a nmenber of a nenber-nmanaged |limted liability conpany;

(iv) a manager of a manager-managed limted liability conpany; or

(v) a partner of a partnership or a general partner of alimted part-

ner shi p.
(a) "Private equity fund" shall nean a publicly traded or non-publicly
traded conpany that collects capital investnents from individuals or

entities and purchases a direct or indirect ownership share or control-
ling interest of a child care provider.

(r) "Significant equity investor" or "significant equity investnent"
shal | nean:

(i) any private equity fund with a direct or indirect ownership or
investnment interest in a child care provider;

(ii) an investor, group of investors, or other entity that directly or
indirectly possesses equity in five percent or nore of the capital,
stock, or profits of a child care provider; and

(iii) any private equity fund, investor., group of investors or other
entity with a direct or indirect controlling interest in a child care
provider or that operates the business or substantially all of the prop-
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erty of a child care provider under a |ease, managenent, or operating

agr eenent .
(s) "Utimte parent" shall nean an entity that is at the top of a

corporate or organizational hierarchy, is not controlled by any other
entity or person., and exercises control, directly or indirectly, over
all other entities in its chain of command.

2. (a) Every child care provider shall report to the office, in a form
and manner to be determined by the office, the following information

(i) the legal name of such provider

(ii) the business address of such provider;

(iii) an ennil address for the director or other person designated to
receive comuni cations fromthe office

(iv) business identification nunbers of such provider, as applicable,
including either:

(A) taxpayer identification nunber; or

(B) enployer identification nunber;

(v) nane and contact infornmation for a representative of such provid-
er.

(vi) the nane and busi ness address of the owner of such provider;

(vii) whether a significant equity investor holds an ownership inter-
est in such provider;

(viii) the locations of such provider's operations;

(ix) such provider's total licensed capacity, which shall be the maxi-
nmum nunber of children that can be cared for at any given tine. Such
provider's capacity shall be specified by group size based on the age of
children to be served by such provider;

(Xx) such provider's tuition and fee arrangenent for child care
services, detailed by the age of the child and type of enrollnent; and

(xi) whether such provider participates in the New York state child
care assistance programthrough neans which shall include, but shall not
be limted to, accepting vouchers for paynents through the selection by
an eligible famly and through paynment or reinbursenent for a slot or
slots for which such provider contracts directly with the office.

(b) The information outlined in paragraph (a) of this subdivision
shall be reported at least annually and within two days of the consum
nmation of a material change transaction involving the provider.

(c) Child care providers located in public school buildings currently
used for elenentary, nmddle or secondary public education prograns and
approved and operated by the departnent of education shall be exenpt
fromthe requirenents of paragraph (a) of this subdivision.

(d) Notwi thstanding the requirenents set forth in paragraph (a) of
this subdivision, at the tine of filing of the report required under
such paragraph (a). a child care provider that participates in or ains
to participate in the New York state child care assistance programin
the ensuing yvear., accepts public funding under a programfinanced by the
state to inprove the conpensation of the child care workforce, or
receives publicly-supported financing for the construction, renovation
or other capital inprovenent of a child care facility shall report to
the office, in a form and nmnner to be defined by the office, the
following additional information:

(i) the schedule of copaynents and any additional fees charged to
famlies, including but not limted to famlies for whomthe child care
provi der accepts vouchers for paynents and fanmlies for which such
provider receives paynent or reinbursenent for a slot or slots for which
such provider contracts directly with the office;
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i a schedule of the wages, salar enpl oyee benefits and any other
conpensation provided to enployees of such provider at the tinme of
filing of the report;

(iii) an accounting, on a tenplate to be devel oped by the office, of
such provider's net operating profit for the previous calendar vyear
including a report detailing any and all managenent, nonitoring, and
franchise fees that such provider incurred; and

(iv) an analysis of staff turnover for the previous calendar vyear,
detail ed by position and tenure.

(e) A child care provider subject to the requirenents set forth in
paragraph (d) of this subdivision that includes a significant equity
investor shall additionally report, in a formand manner to be defined
by the office, the following infornmation

(i) the total funds received fromthe office, including the amount of
| oans, grants or other benefits received in the previous cal endar year;

(ii) the wuse of the proceeds identified in subparagraph (i) of this
par agr aph;

(iii) any loans forgiven or discharged;

(iv) such provider's debt to asset ratio at the tinme of filing of the
report required under this paragraph;

(v) the conpensation provided to a principal in the previous cal endar
year ;

(vi) the pay ratio between the chief executive officer and the nedian
pay of enpl oyees;

(vii) the beneficial owner or owners of such provider:;

(viii) any acquisitions or closures of child care prograns and rel ated
services in the state by such provider's ultinmate parent in the past
year ;

(ix) the workforce denographics of such provider; and

(x) for child care providers operating under a franchise npdel or
nmanagenent or nonitoring agreenment, any changes to such agreenents that
affect:

(A) ownership or control of such provider;

(B) financial arrangenents, including fee structures or revenue-shar-
ing nodels:;

(C) operational standards, policies, or practices dictated by such
agreenent; or

(D) terns inpacting workforce policies, including staffing |evels,
wages, or benefits.

3. (a) Achild care provider that participates in the New York state
child care assistance program accepts public funding under a program
financed by the state to inprove the conpensation of the child care
wor kf or ce, or receives publicly-supported fi nanci ng for t he
construction, renovation, or other capital inprovenent of a child care
facility shall be required to:

(i) expend all funds to support the provision of child care services
at  such child care facility that serves the famly for whomthe office
has provided a voucher or for which the provider receives paynent or
reinbursenent for a slot or slots under a contract or grant with the
office;

(ii) adopt a position of neutrality and conmit to non-interference in
the event there is an attenpt by a | abor organization to organize work-
ers;

(iii) participate in the New York state child care assistance program
either by executing a contract or grant with the office or by accepting
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a voucher or certificate for the provision of services to subsidy-eligi-
ble children

(iv) adopt policies that provide for reasonable work hours and reli-
able work schedul es; and

(v) where the office uses a cost nodel to establish reinbursenent
rates for the New York state child care assistance program nexinize the
productivity and effectiveness of their workers by investing in train-
ing, safe workplaces, fair conpensation, and reasonable health and
retirement benefits.

(b) A child care provider that participates in the New York state

child care assistance program accepts public funding under a program
financed by the state to inprove the conpensation of the child care
wor kf or ce, or receives publicly-supported fi nanci ng for t he
construction, renovation or other capital inprovenent of a child care
facility shall be prohibited fromusing public funds to:
i rovide any incentive conpensation, bonus, or severance paynent to
principals, senior executives, any of the next twenty npbst highly
conpensated enployees, consultants of the provider, and departnent or
di vision nmanagers of the provider;

(ii) cover managenent or franchise costs or fees, or otherwise direct
funds to a parent conpany or other affiliate;

(iii) make a capital distribution; or

(iv) provide conpensation to senior executives, any of the next twenty
nost highly conpensated enployees, consultants of the provider, and
departnent or division nmanagers of the provider in excess of an indirect
cost rate agreenent to be determined by the office.

(c) (i) Achild care provider with significant equity investnment that
participates in the New York state child care assistance program
accepts public funding under a programfinanced by the state to inprove
the conpensation of the child care workforce, or receives publicly-sup-
ported financing for the construction, renovation or other capital
inprovenent of a child care facility shall be prohibited from

(A) initiating or executing programclosings or staff layoffs within
twenty-four nonths of the original receipt of funds; or

(B) purchasing or otherw se securing an equity investnent in another
child care provider within the state for a period of twelve nonths from
the original receipt of funds.

(ii) For the purposes of this paragraph, the original receipt of funds
shall be defined as the first receipt of public funds after conpletion
of the acquisition of the child care provider

(d) Nothing in this subdivision shall be construed to supersede any
terns and conditions inposed by statutory authority for the New York
state child care assistance program or otherwise specified in any
contract for assistance executed between the child care provider and the
office.

(e) Any controlling private fund, any holder of an active interest in
a controlling private fund, or any affiliate of a child care provider
that aids, abets, facilitates, supports, or instructs a provider's
violation of paragraph (a) or (b) of this subdivision shall be jointly
and severally liable under this paragraph for any transfer nade or obli -
gation incurred, including for reasonable attorneys' fees and costs
awarded to a plaintiff pursuant to this section.

4. (a) A child care provider subject to the provisions set forth in
subdi vision three of this section shall self-certify its conpliance with
the requirenents and restrictions in a formand manner to be determ ned
by the office, provided that:
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(i) such self-certification shall include subn ssion of such provid-
er's audited financial statenent for the tine period covered by such
certification;

(ii) the office shall establish procedures for electronic subm ssion
of such certification and any acconpanying materials; and

(iii) the office shall provide technical and other assistance to neet
reporting requirenents to any <child care provider for which twenty
percent or nore of the child care slots maintained by such provider are
supported by the New York state child care assistance program Such
assi stance shall include but not be limted to financial assistance,
software or tenplates for recordkeeping, and training related to neeting
reporting requirenents.

(b) Notwithstanding the reporting requirenents triggered by a materi al
change transaction pursuant to paragraph (b) of subdivision two of this
section, any child care provider with five or nore enployees shal
provide the office with notice sixty days prior to the nmerger, consol -
idation, or closure of any child care facility.

(c) If the office is nade aware of a failure on the part of a child
care provider to conply with the requirenents of paragraph (a) of subdi -
vision three of this section or of a violation by a child care provider
of the prohibitions set forth in paragraph (b) of subdivision three of
this section., the office shall undertake enforcenent action to conpel
conpliance. Such action may include, but is not limted to:

(i) nmeetings or tel ephone conversations between a child care provider
and the office to discuss corrective action plans;

(ii) issuance of a witten report which includes corrective action
plans or requests that the child care provider subnmt a corrective
action plan to the office;

(iii) notice of the intention to initiate enforcenent through the
recoupnent of funds, inposition of a fine, or the Jlimtation., suspen-
sion, termnation, revocation, or denial of a child care license or
registration;

(iv) holding of a hearing to deternmine if a child care provider has
failed to conply with the applicable Iaw and regul ation which resulted
in request for repaynent of public funds, the assessnent of fines,
suspension, linmtation, revocation, or denial of the license or regis-
tration;

(v) issuance of a determination, after a hearing., that civil penalties
shoul d be i nposed;

(vi) determnations to deny, reject, revoke, termnate, suspend or
limt alicense or registration;

(vii) issuance of orders to cease and desi st operation of child care
services;

(viii) requests to the attorney general to seek injunctive relief
against a licensee or registrant for repeated violations of the statute
or reqgulation;

(ix) requests to the attorney general to take such action as i s neces-
sary to collect civil penalties, or to bring about conpliance wth any
out st andi ng hearing decision or order; and

(x) publication of the nanmes and addresses of child care |icensees or
registrants whose licenses, registrations or applications for licensure
or reqgistration have been rejected, denied, linmted, suspended, term -
nated or revoked, or against whoma fine has been assessed after an
adnm nistrative hearing for a violation of the provisions set forth in
subdi vision three of this section.
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5. (a) On no less than an annual basis, the office shall publish a
report of aggregated data detailing the capacity of the state's child
care industry by programtype and ownership arrangenent. Information in
such report shall be disaggregated by age of child, geographic |ocation
and based on the child care provider's receipt of public funding under
the New York state child care assistance program Nothing in this subdi-
vision shall be construed to prevent the office from including this
information in any other reqularly published report relating to the
child care industry, so long as the information is updated no less than

annual ly.
(b) The office shall issue a report tracking violations of the

requirenents set forth in subdivision three of this section disaggre-
gated by program type and ownership arrangenent. As information is
aggregated at the conclusion of any investigation, the office shal
update the report automatically on no less than a nonthly basis.

(c) The state shall create a publicly accessible database of non-pro-
prietary information collected pursuant to the registration requirenents
set forth in paragraph (a), subparagraphs (i) and (iv) of paragraph (d),
and subparagraphs (i), (ii), (v), (vi) and (vii) of paragraph (e) of
subdi vision two of this section. The information contained in such data-
base shall be nmade available in an open fornmat and published as
nmachi ne-readabl e dat a.

§ 2. Severability clause. |If any cl ause, sentence, paragraph, subdivi-
sion, section or part of this act shall be adjudged by any court of
conpetent jurisdiction to be invalid, such judgnment shall not affect,
impair, or invalidate the remainder thereof, but shall be confined in
its operation to the clause, sentence, paragraph, subdivision, section
or part thereof directly involved in the controversy in which such judg-
ment shall have been rendered. It is hereby declared to be the intent of
the legislature that this act would have been enacted even if such
i nvalid provisions had not been included herein.

§ 3. This act shall take effect on the ninetieth day after it shal
have becone a | aw




