Child Care Loan/Grant Sources for
Startup and Expansion

LOCAL

Nobles County

Nobles County has three grant programs for new and existing child care programs.

The Child Care Expansion and Capacity Grant is aimed at assisting new startups. New licensed family child care
providers can apply for up to $10,000 in funding through this grant. New child care centers may apply for up to
$75,000.

The Child Care Provider Fund Grant offers up to $4,000 for licensed family child care providers and $6,000 for
child care centers.

The Emergency Child Care Subsidy can provide short term (one month) funding for child care for families
experiencing unexpected hardships in paying for child care. Maximum grant amount is $2,000.00. Families can
access applications for this fund directly from their licensed child care provider.

Website

https://www.co.nobles.mn.us/child-care-grant-programs/

Contact

Childcaregrants@co.nobles.

mn.us
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LOCAL FINANCIAL INSTITUTIONS

In most cases, a financial institution (ie, a bank) will need to provide part of the financing needed for building,
equipment and working capital. Many other programs highlighted below are for gap financing that can help make a
project an acceptable risk for a bank to move forward with a business loan, and to make that loan more affordable
for the business.

(Under federal programs below, see SBA Program Lenders. These institutions participate in Small Business
Administration loan programs. This does not rule out other financial institutions that provide loans without SBA
involvement.)

Southwest Initiative Foundation (SWIF)

The Southwest Initiative Foundation (SWIF) supports business retention, expansion, transition, creation and
attraction across the 18-county region of southwest Minnesota. SWIF also serves as a US SBA Microlender and
USDA Rural Microentrepreneur Assistance Program lender, and offers technical assistance for the length of the loan
to help clients improve their skills in financial management, operations, marketing and more.

A special interest of SWIF is the creation and expansion of child care enterprises. SWIF’s Bright Beginnings Loan
provides technical assistance and affordable capital for child care entrepreneurs.

Website
www.swifoundation.org
Contact

Scott Marquardt
800-594-9480

Southwest Regional Development Commission
(SWRDC)

The Southwest Regional Development Commission (SWRDC) serves a nine-county area in southwest Minnesota,
including Nobles County. SWRDC offers community and economic development services for businesses and
communities in the region.

SWRDC offers a Revolving Loan Fund (RLF) program for businesses in southwest Minnesota. Eligible applicants
must create one full-time job for every $20,000 in loan funds invested through this program.

Website

https://www.swrdc.org/revolving-loan-funds/

Contact:

www.swrdc.org or 507-836-8547
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STATEWIDE

First Children’s Finance

First Children’s Finance offers financial and business development assistance to child care businesses serving low-
and moderate-income families in Minnesota. They provide loans and technical assistance to family child care
providers and child care centers seeking to improve or expand their facilities and programming.

FCF provides loans and related technical assistance to family child care providers located in Minnesota and several
other states. Loans range from $5,000 to $25,000. In order to qualify, applicants must:

e Own the home in which their child care business is located.

e Be licensed by the appropriate agency.

e Be prepared to provide collateral and make an equity investment in the business.

e Currently serve, or be prepared to serve, children whose families qualify to receive child care assistance.

In-depth guidelines and eligible uses of funds can be found on the FCF website.

Website

https://www.firstchildrensfinance.org/for-businesses/business-loans/

FCF also provides Child Care Facility Revitalization grants, which can be used by Minnesota child care centers,
family child care providers, certified child care centers, and legal unlicensed providers registered with CCAP to
address facility improvements and related equipment.

For more information and a list of eligible expenses, please visit the FCF website.

Website

https://www.firstchildrensfinance.org/for-businesses/grants/

Child Care Aware of Minnesota

Child Care Aware of Minnesota offers a Regional Grants program that helps providers cover the cost of supplies,
equipment and training. These funds are offered annually and awarded on a competitive basis to qualified child care
programs.

Regional Grants are administered through CCA’s District offices. Grant applications are available September 1 of
each year and must be submitted by September 25 for consideration.

Child Care Aware also provides the Wayfinder service for new providers. Wayfinders assist those interested in
becoming providers and those currently in the process of doing so. Through their work, Wayfinders provide no-cost
consulting and mentoring services to new providers.

Contact

Sandra Polfliet, Regional Navigator
spolfliet@smoc.us



https://www.firstchildrensfinance.org/for-businesses/business-loans/
https://www.firstchildrensfinance.org/for-businesses/grants/
mailto:spolfliet@smoc.us

Minnesota Department of Employment and
Economic Development (DEED)

Minnesota DEED offers several resources for entrepreneurs seeking to start businesses, including child care
businesses.

In 2024, DEED created an Office of Child Care Community Partnerships. This office works with communities and
child care businesses, and offers several grant programs for large-scale child care projects.

For the past two years, DEED has released a Child Care Economic Development Grant targeting larger projects that
will create new child care openings. If you are interested in starting a nonprofit child care center, DEED may have
grant programs suitable for you.

Website

https://mn.gov/deed/programs-services/child-care/

Emerging Entrepreneur Lending Program

Minnesota DEED’s Emerging Entrepreneur Lending Program (ELP) supports businesses owned by women, low-
income people and minorities, veterans and persons with disabilities.

The ELP has been used to fund child care businesses in previous years. The program has an additional goal of
creating jobs for low-income people and minorities.

Businesses must apply through a certified lender, although DEED may be able to assist in finding an appropriate
lender.

Website
https://mn.gov/deed/business/financing-business/deed-programs/elp/

Contact

ELP has the following certified nonprofit lenders in your area:

e Forward Worthington: Jamie Salinas, Executive Director 507-372-2919

e Southwest Initiative Foundation: Jackie Turner, Loan Director (320) 583-2180
Business Loans - Southwest Initiative Foundation website:
https://swifoundation.org/economic-development/business-loans/

e First Children’s Finance: Loan Department, 866-562-6801
https://www. firstchildrensfinance.org/for-businesses/business-loans/

e African Development Center: Hibo Abdi, Business Advisor/Loan Officer, 612 333-47772
https://www.adcminnesota.org/services-programs/start-business

e Community and Economic Development Associates (CEDA): Mitch Massmann, Director of Loans,
507-450-0095
https://www.cedausa.com/programs-services/small-business/

e Reservist and Veteran Loan Program: The Minnesota Reservist Business Veteran and Loan Program
offers loans to companies that are affected when certain essential employees are called to active military
duty and to individual veterans who have returned from active duty and want to start their own
businesses. See more information about this program from the DEED website and/or contact Chinwe
Ngwu at 651-259-7427.
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Minnesota Department of Human Services

The Minnesota Department of Human Services offers grants and programs for child care providers. Two of these,
the Child Care Facility Revitalization Grant and the Child Care Regional Grants are administered by First Children’s
Finance and Child Care Aware, and are described above under those organizations.

MN DHS may offer further grant opportunities for providers depending on the funding period. The agency publishes
its grants and Requests for Proposal (RFPs) on its website, at the page below:

Website

https://mn.gov/dhs/partners-and-providers/grants-rfps/

SBA Loan Programs

The Small Business Administration (SBA) offers guaranteed loans issued by participating lenders-usually banks.

SBA 7(a) Small Business Loans

The 7(a) program is the SBA’s primary lending program, and its most flexible program. It offers to help small
businesses qualify for loans that they otherwise might not qualify for normal lending channels without a government
guarantee. SBA 7(a) loans can be used for a variety of business purposes, including funding for working capital,
machinery, buildings, furniture and fixtures, equipment and land.

Loans can run for maturity periods up to 10 years for working capital and up to 25 years for fixed asset financing.
7(a) loans do not have a minimum amount and they max out at $5,000,000.

Certified Development Company (CDC) (504) Loan Program

The 504 (or Certified Development Company) loan provides federally guaranteed long-term fixed-rate financing to
small businesses for the purpose of acquiring machinery and equipment for expansion or modernization. In a typical
504 program, the business owner puts a minimum of 10% down, the conventional lender puts up 50% and the CDC
program puts up the remaining 40%

7(m) SBA Microloan Program

Microloans of up to $50,000 are available for working capital, inventory, equipment or starting a business. These
loans are processed through community-based nonprofits. In Nobles County, the Southwest Initiative Foundation
(SWIF) administers this program.

SBA 7(a) Lenders in Nobles County Include

e American Bank and Trust-Worthington
e United Prairie Bank-Worthington
e First State Bank Southwest-Worthington
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USDA - Rural Development Programs

USDA has a service center in Worthington.

Contact
507-372-7783, Ext: 4

Business and Industry Loan Guarantees

This program bolsters the availability of private credit by guaranteeing loans or rural businesses. Rural means
located in a city or town under 50,000 inhabitants. The types of businesses that qualify for this program include for-
profit businesses, nonprofits, cooperatives, public bodies and individuals. Interested borrowers should inquire about
the program with their lenders. Applications are accepted from lenders through USDA year-round.

Eligible uses include but are not limited to:

e Business conversion, enlargement, repair, modernization or development

e Purchase and development of land, easements, rights-of-way, buildings or facilities
e Purchase of equipment, leasehold improvements, machinery, supplies or inventory
e Debt refinancing when refinancing improves cash flow and creates or saves jobs

Collateral must have documented value sufficient to protect the interest of the lender and the agency. The maximum
amount of a loan guarantee for loans $5 million or less is eighty percent.

The program’s loan terms are:

e The maximum term on real estate is 30 years

e The maximum term on machinery and equipment is its useful life or 15 years, whichever is less
e The Maximum term on working capital not to exceed 7 years

e Loans must be fully amortized, payments are not permitted

e Interest-only payments may be scheduled in the first 3 years

Community Facilities Direct Loan and Grant Program

This program provides affordable funding to develop essential community facilities in rural areas (cities and
townships with a population of no more than 20,000). Eligible borrowers may be public bodies and community-
based nonprofit corporations. An essential community facility is defined as a facility that provides an essential
service to the local community for the orderly development of the community in a primarily rural area, and does not
include private, commercial or business undertakings. Funds can be used to purchase, construct and/or improve
essential community facilities, purchase equipment and pay related project expenses.

This program offers funding through a competitive process with a set of funding priorities. Applications are
accepted year-round. Contact the local USDA Rural Development office to discuss your project and seek assistance.
More information on this program is available at www.rd.usda.gv/mn.

FOUNDATIONS AND OTHER SOURCES OF FUNDING

Some philanthropic organizations and foundations offer grants to certain kinds of businesses, including child care
businesses. To find such organizations, search the Foundation Center which connects nearly 600 foundations
nationally with nonprofit organizations. Please note that most foundations primarily give funding to nonprofit
organizations, not to individuals.
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Worthington Area Foundation

The Worthington Area Foundation accepts grant applications annually from Aug. 8 through September 30.
Foundation grants are made to non-profit and non-political groups. Priority areas include: arts & culture,
environmental causes, youth development & education, recreational or civic activities essential to building and
strengthening the community.

Worthington Regional Health Care Foundation

The Worthington Regional Health Care Foundation offers grants on an annual basis to non-profits and public
entities working to make a difference in the health and well-being of Worthington area residents. Grants should be
focused on programming or services rather than capital or equipment.

KaBOOM Grant Programs

KaBOOM is a national nonprofit that has grant programs for building playgrounds. The organization is “dedicated
to bringing a balanced and active play into the daily lives of all kids, particularly those growing up in poverty in
America.” KaBOOM has several types of grant programs available: Build it with KaBOOM, Built It Yourself,
Creative Play Grants, and Let’s Play Dream Playground video contest. KaBOOOM s site also has information and
links to other grant programs not highlighted in this report.

Website

kaboom.org




ASSISTANCE WITH BUSINESS PLANNING AND GENERAL ASSISTANCE

Small Business Development Centers

The state provides a network of Small Business Development Centers (SBDCs) that provide professional consulting
to help clients identify, understand and overcome the challenges of running a successful business. Services include
pre-venture business services, startup business services and established business services.

SBDC counselors have experience in the private sector, including management, financial and HR consulting
backgrounds. Many SBDCs also use qualified faculty, students and volunteers to enhance their consulting services.

SBDC consultants provide advice in areas such as:

e Access to capital and loan packaging
e Financial analysis and assessment

e Accounting systems and literacy

e Marketing and research

e Marketing plan development

e Feasibility analysis

e Startup assistance

e Business plan development

e E-commerce/website development

e Succession planning

To qualify, businesses must be small as defined by the U.S. Small Business Administration. Individuals who are
considering starting a business are also eligible for counseling.

Clients must sign a request for a counseling form and must agree to participate in surveys designed to measure the
effectiveness of the SBDC program. To help maximize the value of the counseling, clients should prepare a draft
business plan before meeting with the counselor.

Counseling is provided at no cost to the clients. Training and specialized projects are services that are provided at no
cost or for a nominal fee.

SBDCs do not administer loan or grant programs. However, their consultants do help small businesses assess
funding options and opportunities, identify financing sources, evaluate eligibility and prepare documentation that
lenders require.

Nobles County is within the SBDC program’s Southwest Region, with service provided out of Southwest Minnesota
State University in Marshall.

Website

www.sbdcassistance.com

Contact

507-537-7386
Regional Director: Liz Struve

sbdc@smsu.edu

Small Business Development Center - Southwest Region

Southwest Minnesota State University
1501 State Street, Suite 201
Marshall, MN 56258
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First Children’s Finance

Based in Minneapolis, First Children’s Finance provides business development assistance to child care businesses
serving low- and moderate-income families.

Consulting services include

e Business assessments

e Financial assessments

e Business improvement planning

e Financial position analysis

e Classroom breakeven analysis

e Board development and governance

FCF also provides loans to child care providers - see information under statewide loan programs above. Along with
a wide list of assistance programs, they offer business training and consulting, including trainings and workshops on
a variety of business topics, as well as one-on-one consulting services to child care businesses. Additionally, they
maintain online resources for child care businesses including information customized for family child care providers
and child care centers.

Website

www.firstchildrensfinance.org

Contact
866-562-6801

Child Care Aware of America

Child Care Aware is a nationwide hub of child care information for parents and child care providers. Child Care
Aware of America’s website contains a “providers” section that covers topics on opening both a family child care
home and opening a child care center. The site also covers topics on operating these businesses. In addition, the site
has information and links to resources for child care providers.

Website

www.childcareaware.org

Child Care Aware of Minnesota

CCA of Minnesota has regional offices with resources for local providers seeking assistance in a variety of areas,
including support in the licensing process, program policy and operation, and general questions about child care.
Child Care Aware of Minnesota’s website also provides an extensive number of linked resources on a variety of
topics for child care providers.

Website

www.childcareawaremn.org
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Minnesota Department of Human Services-Child
Care

The Minnesota Department of Human Services (DHS) and local county offices license child care centers and family
child care providers to ensure they meet minimum standards for care and physical environments. DHS provides
financial assistance to help families with low incomes pay for child care. To assist child care providers, DHS also
provides a variety of helpful services including a resources page on their website.

Website

mn.gov/dhs/people-we-serve/children-and-families/services/child-care/

OTHER RESOURCES

USDA'’s Rural Information Center’s “Starting a
Child Care Center”

This Guide provides informational resources on for starting a rural child care center, childhood developmental
resources, different types of child care programs, funding programs that have been used to assist child care centers,
statistical resources, journals and organizations that provide information to child care providers and parents on
topics of interest in this field.

Resource Guide: Child Care, State Capacity Building Center

“Starting and Operating A Child Care Center”

Website

www.nal.usda.gov/ric/starting-child-care-center

Small Business Administration Learning Center

The SBA offers a variety of online courses to help you start and run your business.

Website

sba.gov/learning-center
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U.S. Department of Health and Human Services -
Office on Child Care

Website

acf.hhs.gov/occ

Minnesota Department of Employment and
Economic Development

DEED’s website has a page devoted to help with starting a business. The link is mn.gov.deed/starting-business/.
DEED also publishes a paperback book, updated annually, entitled “Our Guide to Starting a Business”. Copies are
available without charge from DEED’s Small Business Assistance Office, 1st National Bank Building, 332
Minnesota Street, suite E-200, St. Paul, MN 55101-1351.

Contact

800-310-8323
deed.mnsbae(@state.mn.us

INFORMATION YOU NEED TO CONSIDER WHEN STARTING A BUSINESS

SBA’s 10 Steps to Starting a Business

Starting a Business involves planning, making key financial decisions, and completing a series of legal activities.

Conduct Market Research

Market research will tell you if there’s an opportunity to turn your idea into a successful business. It’s a way to
gather information about potential customers and businesses already operating in your area. Use that information to
find a competitive advantage for your business.

Write a business plan

Your business plan is the foundation for your business. It’s a roadmap for how to structure, grow and run your new
business. You’ll use it to convince people that working with you or your company is a smart choice.

Fund Your Business

Your business plan will help you figure out how much money you need to start your business. If you don’t have that
amount of money on hand, you’ll need to raise or borrow the capital. Fortunately, there are more ways than ever to
find the capital you need.

Pick your business location

Your business location is one of the most important decisions you will need to make. Whether you’re setting up a
business in your home, creating a brick and mortar site or creating an online store, the choices you’ll make could
affect your taxes, legal requirements and revenue.
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Choose a business structure

The legal structure you choose for your business registration requirements, how much you’ll pay in taxes, and
personal liability.

Choose your business name

It’s not easy to pick the perfect name. You’ll want one that reflects your brand and captures your spirit. You’ll also
want to make sure that your business name isn’t already being used by someone else.

Register Your Business

Once you’ve picked your business name, it’s time to make it legal and protect your brand. If you’re doing business
under a different name than your own, you’ll need to register with the federal government and maybe your state
government too.

Get federal and state tax IDs

You’ll use your employer identification number (EIN) for important steps to grow your business, like opening a
bank account and paying taxes. It’s like a social security number for your business. Some, but not all states require
you to get a tax ID as well.

Apply for licenses and permits

Keep your business running smoothly by staying legally compliant. The licenses and permits you need for your
business will vary by industry, state, location and other factors.

Open a business bank account

A small business checking account can help you handle legal, tax and day-to-day issues. The good news is that it’s
easy to set one up if you have the right registrations and the paperwork ready.

Loan Document Needs

Items typically needed by lenders for loan decisions may vary according to the lender, but generally consist of the
following.

e Business Plan

e Federal tax returns or year-end balance sheet and income statements for the past three years.
e Project budget sources and uses.

e Personal credit report

e Personal financial statement on principles.

e Pro forma financial statements

e Staffing plan

e Real estate appraisal, if applicable.

e List of furniture/fixtures/equipment to be purchased.

e Real estate purchase agreement (if needed).

Organizations like the Small Business Development Center can assist you in putting these documents together and
preparing to meet with a lender.
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