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I.

Executive Summary

Access to high-quality, affordable childcare and early childcare education (ECE) is severely limited
throughout Colorado, Denver, and Downtown Denver. In the City and County of Denver alone, there
are 7,500 more children in need of childcare than licensed spots available. In the Downtown Denver
core, only 3 programs provide care and education for infant through preschool ages for its 145,000
downtown employees and 30,000 residents. The waitlists to attend these programs, at times up to 2
years, reflect the inadequacy of supply. And the cost to attend them – up to $26,400 for a single
child – is out of reach for many.
The situation is likely to get worse with the impact of COVID-19. A July 13, 2020 survey by the
National Association for the Education of Young Children found that two out of every five childcare
businesses are certain they will close permanently without any additional assistance.i
Despite the lack of significant public investment, high quality childcare and ECE programs provide
many public benefits. Not only does high quality care result in improved labor force participation and
productivity, with outcomes particularly strong for mothers, investing in today’s children helps builds a
skilled workforce and strong economy by helping prepare them to succeed in future education, work
and life.
For a period of six months, the Downtown Denver Childcare Taskforce studied the challenges facing
childcare and ECE programs. While some of those challenges, like the high cost of labor and the lowmargin nature of the business, are experienced by most operators, others, like the requirement that
infant and toddler programs be located on the ground floor, are particularly difficult in a downtown
location.
The Taskforce developed an innovative model to increase access to high-quality childcare and ECE
programs that specifically calls on employers to invest in the workforce of today and tomorrow, while
realizing tangible and intangible returns on those investments. The Taskforce also calls on the public
sector to find ways to remove barriers to entry for childcare providers.
The Taskforce’s recommendations are described in more detail throughout this report, and are
summarized here:
1.
2.
3.
4.

5.
6.

Employer investment is key;
Employers should join together in a first-of-its kind co-op model to pool costs and
responsibilities;
Employers should make it a priority to offer affordable, high quality childcare and ECE for
a range of incomes;
The State should implement a rule change that would address indoor and outdoor space
requirements that currently make opening new childcare facilities in an urban setting
particularly challenging, specifically the requirement that infant and toddler programs be
located on the 1st floor;
The State should pursue a property tax exemption for childcare facilities that are
operating under a lease;
The City and State should inventory their own real estate holdings to identify spaces that
could be used for childcare, and could be offered at a reduced rate; and
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7.

The landlord community should be educated about the benefit of childcare as an amenity
to a building/development to secure below market rents.
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II.

Introduction – The Downtown Denver Childcare Task Force

As the Downtown Denver Partnership (“Partnership”) works to build an inclusive, equitable, and
diverse center city, it is critical that our city is safe, welcoming, and a place where economic
prosperity is available for all. With this goal in mind, the Partnership is committed to building a city for
women as an economic imperative. This initiative, which has been underway since 2019, focuses on
gaining a better understanding of how all women experience the center city and what solutions can
address the barriers they face to recognizing economic prosperity within it. This work tackles the
challenges for women in areas ranging from how public design processes are conducted to how
mobility systems are designed.
A major focus of this initiative is care work and childcare specifically, which impacts families of all
kinds but is work that is disproportionately performed by women. Mothers spend an average of 14
hours per week on childcare, compared to 8 hours for fathers.ii High quality childcare is both
expensive and difficult to find – an issue that affects working women, working parents, and the
economy more generally. In fact, American businesses are estimated to lose $12.7B annually
because of their employees’ childcare challenges and the national cost of lost earnings, productivity,
and revenue due to the childcare crisis is estimated at $57B.iii
In an effort to explore innovative solutions to address the limited childcare options in Downtown
Denver, the Partnership formed a task force comprised of about 20 representatives made up of
childcare advocates, downtown employers, and real estate, design, finance, and construction industry
representatives, and chaired by Sue Glass, President and CEO of the YMCA of Metro Denver. The
Taskforce met monthly over a period of six months to explore the challenges specific to developing
childcare facilities in a downtown environment and to develop a model to address those barriers.
The remainder of this report is dedicated to outlining the problems created by a lack of childcare, the
barriers the childcare industry faces in developing additional facilities in Downtown Denver, and the
solutions recommended by the Downtown Denver Partnership Childcare Taskforce.

III.

The Economic Mandate

“The war for talent is over – the talent won.”

Heading into the COVID-19 crisis, Metro Denver had one of the lowest unemployment rates of all
metro areas, hitting 2.3% in 2019, more than an entire percentage point lower than the national
rate. In Metro Denver and nationwide, employers have been embattled in a war for talent in recent
years, especially seeking the Millennial workforce, the largest generation in the US workforce.
Millennials (age 26 – 40) have long demanded flexibility, cultural fit, and community of their
employers, and increasingly Millennials are becoming parents and forced to navigate the complicated
childcare system available to them.
For many, the lack of access to quality and affordable childcare has impacted their employment and
workforce participation decisions. This is particularly true for women who, as the recipients of more
than half of college and advanced degrees earned since the early 1980s, are a highly educated
source of labor.iv Despite their educational preparedness, females are leaving the labor force, with
female labor participation rates in Denver, Colorado, and the United States declining, even as they
rise in every other industrialized nation across the globe. Access to childcare is partly to blame for
this. Nationally, 72% of US mothers are in the workforce, compared to 93% of fathers.v A 2019 study
found that 81% of mothers said childcare considerations made a relatively strong to critical impact
on their decision to be, or not be, in the workforce.vi And a growing body of research is confirming that
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policies that ease access and reduce the cost of early childhood education programs results in an
increase in maternal labor force participation and work hours.vii
The problems around childcare access do not just impact working parents themselves but have
implications for their employers and the economy overall. Problems with childcare access result in
some missed work at a minimum and decisions to leave a company or the workforce at the more
extreme end. American businesses are estimated to lose $12.7B annually because of their
employees’ childcare challenges and the national cost of lost earnings, productivity, and revenue due
to the childcare crisis is estimated at $57Bviii.
THE IMPACT OF LOW-COST CHILDCARE AVAILABILITY
A 2018 Center for American Progress study found that after Washington, D.C. began offering two
years of free universal public preschool, the percentage of mothers with young children
participating in the labor force increased by 12%, 10 percentage points being directly attributable to
universal preschool.
Finally, access to childcare and early childhood education (ECE) has implications for our local and
national economic competitiveness. While this report refers to childcare generally, its focus is on
increasing access to high quality early childhood development, including ECE, that puts education at
the foundation/core of the program. It is well documented that investing in high quality childcare and
ECE is not only an investment in today’s workforce, it has long-term payoffs for the quality of our
future workforce.ix Investments in quality childcare are paid many times over in terms of higher
earnings, higher future taxes, lower crime rates, fewer learning issues, and so forth. Close to home,
the Colorado Preschool Program, a state program that increases access to high quality preschool,
has found that student participants are better prepared for kindergarten, have fewer reading
deficiency diagnoses, and are more likely to graduate on time.x

1. Defining licensed childcare
In Colorado, most childcare facilities including centers and preschools, family childcare homes, and
school-age care programs, are licensed and monitored by the Colorado Department of Human
Services. Some exemptions from the licensure requirement exist for certain facilities including small
family childcare homes (four children or less of a certain age) and part-day or drop-in care. While an
unlicensed facility could indeed provide high quality care, licensure provides a guarantee that a
provider has met specific minimum health, safety, and staff training requirements. Additionally,
Colorado Shines provides a quality rating and improvement system for all of Colorado’s licensed early
care and learning programs serving children ages 0-5.

2. Unmet Demand – Colorado and Denver

Colorado:

96,000
Denver:

7,500

more children needing care
than licensed care spots

more children needing care
than licensed care spots

A 2019 State of Colorado study estimated that 62% of children under 6, or 247,000 children, have
all parents in the workforce and that there are only 151,000 licensed childcare spots for children
under 6 in the State. This leaves a gap of 96,000 children with all parents in the workforce and
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without access to licensed child care.xi The impacts on the workforce are clear: in Colorado, 12% of
children under 6 had a parent who reported that they or another family member had to quit a job, not
take a job, or greatly change their job because of problems with childcare.xii
A 2019 City of Denver study estimated that 62% of children under the age of 6, or 30,500 children,
have all parents in the workforce and that there are only 23,200 licensed childcare spots for children
under 6 available in the City. This leaves a gap of 7,300 children with all parents in the workforce
and without access to licensed childcare.xiii
For the children with all parents in the workforce not served by licensed childcare facilities, it can be
assumed that they are accessing other care arrangements, including care by family members,
nannies, au pairs, or by unlicensed childcare facilities.

3. Unmet Demand – Downtown Denver

1

2

1

Bright Horizons Denver Place
91 spots

2

Stout Street Children’s Center
138 spots
Preference for federal employees

3

Bright Horizons Montessori on the Mall
138 spots

4

Denver Athletic Club
136 spots
Membership required

5

Auraria Early Learning Center
Does not provide infant care (highest need)
Priority given to Auraria Higher Education Center Affiliates

3

4

5

In Downtown Denver, the major employment center of the Rocky Mountain West, there are a mere 3
licensed facilities that provide infant to school-aged care for the 145,000 employees that work and
the 30,000 residents that live within its boundaries. An additional facility located on the Auraria
campus provides care for children age over the age of 1, but doesn’t fill the crucial need for infant
care specifically and prioritizes Auraria-affiliates over the general public. The lack of availability at
childcare centers in Downtown Denver reflects the need: waitlists range from 6 months to 2 years
depending on age of child.
The lack of care in Downtown Denver and throughout Colorado will only be exacerbated by the COVID19 crisis. A July 13, 2020 survey by the National Association for the Education of Young Children
found that two out of every five childcare businesses are certain they’ll close permanently without any
assistance.xiv As of August 2020, one of the four facilities (Bright Horizons at Denver Place) had not
yet reopened after closing due to the pandemic.

4. Cost of childcare in Downtown Denver
Not only is childcare in Downtown Denver scarce, it is affordable only to families of a certain income.
Market-based childcare tuition rates range from $1,300 - $2,200 monthly, or $15,600 to $26,400
annually for a single child, depending on the age of the child.
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5. The challenge of providing affordable, high-quality childcare and ECE in
Downtown Denver
•

Labor Costs: Childcare is often referred to as a “failed market”, given the gap between what
families can, or are willing to, pay and the cost to provide care. Childcare, particularly infant and
toddler care, is a labor-intensive business. State licensing requires low staff-to-child ratios,
ranging from 1 staff member to 5 children for infants and younger children, up to 1 staff member
to 15 children for those over 5. Many providers will go beyond the state required staff ratio
minimums and class size limits, and are required to do so if they are to achieve a high level
Colorado Shines rating (3 – 5 out of 5) or are to be designated as a Denver Preschool Program
partner. High quality programs might also consider paying more in staff salaries to attract talent,
driving up personnel costs. Additionally, centers are typically open 11 – 12 hours per day,
necessitating shifts in teaching staff. Personnel costs alone are often 60% or more of revenues
for a center [see Appendix 1 for a full sample model].

•

Occupancy & Build Out Costs: While labor costs are a challenge for all childcare facilities
regardless of location, the cost of rent is a challenge that hits Downtown Denver providers
particularly hard. Childcare facilities are best located on the ground to third floors, thereby
competing with retail and office tenants for desirable space that commands some of the highest
rents in the region. Average Downtown Denver retail rents (as of Q2 2020) are about $30/sf
while average office rents for the same period are around $35/sf, before property taxes and
other occupancy costs.xv Full occupancy cost for a downtown facility at market rent could
approach 20% of revenue. This means that labor and occupancy costs together can make up
over 80% of revenue, leaving a very tight margin for other costs and profit margin [see Appendix 1
for a full sample model].

Additionally, the cost to retrofit an older office building for a childcare center can exceed the cost
to build ground up on a vacant parcel. Childcare is highly regulated, with significant implications
for requirements like plumbing (each classroom will require a sink, toilets, or both) and egress.
The cost to build out a childcare facility within an existing downtown office building is estimated
to be in the range of $100 per square foot, before considering outdoor space, which itself could
be in the range of an additional $50 per square foot.
•

Licensing Requirements & Space Availability: The State of Colorado Department of Human
Services publishes the requirements for licensed childcare facilities within the state. There are
two main licensing requirements that make childcare in an urban setting particularly challenging:

1. Ground floor requirement for infant and toddler programs (see Code of Colorado
Regulations 12 CCR 2509-8 sections 7.702.71-73)
2. Outdoor play area requirement, adjacent or safely accessible to the indoor location (see
Code of Colorado Regulations 12 CCR 2509-8 sections 7.702.71-73)
In addition to the occupancy cost challenges described earlier, the sheer availability of ground
floor space with adjacent or nearby private outdoor space at any cost is virtually nonexistent in
the dense, downtown core. This requirement deters providers who are unwilling to navigate a
waiver process or are unaware of the option to do so.

IV.

Task Force Recommendations
1. Employer investment is key.

The Employer Mandate: The general economic mandate for investing in childcare has been
established earlier in this report, as has the “failed market” that leads to a gap in childcare supply.
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Unlike the approach to schooling of older children, childcare is mostly left to the private market and
lacks significant federal, state, or local government support. The task force has identified employers
as the crucial component to fill this funding gap. A few well-known companies that offer on-site
childcare include Campbell’s Soup, Patagonia, Boeing, Home Depot, Procter & Gamble, Clif Bar,
Disney, Time Warner, and others. The importance of investing in high-quality, near or on-site childcare
is only exacerbated by the COVID-19 crisis as many childcare facilities are likely to close, leaving
fewer options for families, and as employers will increasingly need to provide a high value experience
for when employees come back to a traditional office setting.
These companies know that employers who invest in high quality, convenient childcare for their
employees recognize the following returnsxvi:

More women in management positions:
100% of employed mothers return to
work at Patagonia, which offers on-site
care, after their pregnancies (compared to
less than 20%-35% for companies overall)
35% HIGHER return on equity and
34% HIGHER total shareholder
returnfor companies that have high
representations of women in their senior
leadership teams.

Company Culture and Reputation:

Tax Benefits:

25% of Fortune magazine’s “Best 100
Companies to Work For” offer at least one
on-site childcare center (compared to 4 –
8% of all other companies who offer it)

$150,000 ANNUAL TAX CREDIT
available through the Employer-Provided
Childcare Credit

Overall Return on Investment: 91% - 125% QUANTIFIABLE RETURN ON INVESTMENT of
childcare programs from companies like Patagonia, JPMorgan Chase Bank, and KPMG

2. Employers should join together in a first-of-its kind co-op model to pool
costs and responsibilities.
The case for employer investment in quality, proximate childcare is clear. However, not every
employer has the need or financial resources to invest in its own on-site facility. The Taskforce
therefore recommends that employers join together to form a co-op to invest in and govern the
operations of a Downtown Denver childcare facility that gives preference to employees of co-op
members. The co-op would select and negotiate with a childcare operator, would be responsible for
Downtown Denver Partnership
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funding some or all of the initial build out, and would guarantee the childcare operator a certain level
of enrollment and/or operating income annually, in exchange for a dedicated number of spots for
their employees. Employers could also choose to further subsidize tuition rates for their employees at
a level of their choosing. This innovative model would be a first-of-its kind approach to allow
companies of all types and sizes to invest in their employees. The co-op model, along with an
example level of investment required, is described in more detail in Section V.

3. Employers should make it a priority to offer affordable, high quality
childcare and ECE for a range of incomes.
Downtown tuition rates currently range from $15,600 - $26,400 annually, per child depending on the
age of the child. A family with two children is facing $31,200 - $52,800 in childcare payments
annually, a sum that is far out of reach for many downtown employees. These high tuition rates are
required not to turn a major profit for the childcare operator, but to cover the high cost of operating
these facilities. A sample operating model is provided in Appendix 1.
The task force calls upon the Downtown Denver employer community to make affordable childcare a
priority. The task force recommends two options:
1. Directly subsidize tuition for employees – employers should choose a level of subsidy that
makes high quality, near site childcare and ECE affordable for all of their employees in need
of financial assistance.
2. Offer a certain number of spots within the childcare co-op to parents that qualify for
scholarships– a variety of State and City programs subsidize childcare for parents in need of
additional financial assistance, most notably the Colorado Child Care Assistance Program
(CCCAP). In Denver, families who make up to 225% of the federal poverty guideline are
eligible for CCCAP. Under current guidelines, a family of 4 could make up to $57,938
annually and qualify. However, the challenge to providers is that the State sets limits for
reimbursement to the provider for families who receive CCCAP. Currently, that reimbursement
averages about $600-$1,000 per month per spot for scholarship students. This is far below
the market rate tuition of $1,300 - $2,200. Providers may want to offer scholarship spots but
be unable to afford them. Employers should step in by making up some or all of the
difference between the CCCAP reimbursement and the market rate tuition, either through
direct contributions or pursing foundation funding.
Two additional subsidy programs of note are the Colorado Preschool Program (CPP), which
provides opportunities for children age 4 to attend high quality preschools if they have certain
risk factors, and the Denver Preschool Program (DPP) which supports every family in Denver
with a 4-year-old by offering income-based tuition credits to access a high-quality preschool of
their choosing.
3. Choose a high-quality childcare and ECE provider – In Colorado, only about 24% of infanttoddler childcare programs are rated high quality; however, there are numerous proven
benefits to individuals and society as a whole when children are enrolled in high-quality,
education-based care and schooling. The Childcare Taskforce urges employers to consider
curriculum and quality when evaluating a potential operating partner, thereby pairing their
financial support with access to quality programs.
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4. The state should implement a rule change that would address indoor and
outdoor space requirements that currently make opening new childcare
facilities in an urban setting particularly challenging, specifically the
requirement that infant and toddler programs be located on the 1st floor.
Currently, the state childcare licensing regulations do provide a path for hardship waiver requests that
are heard by an appeal panel and there is precedent for approvals of childcare facilities that do not
meet ground floor and/or outdoor space requirements as written. The task force supports waiver
approvals of this nature and recommends that the City and County of Denver continue to offer
support on behalf of the applicants. In fact, the City and County of Denver’s Building and Fire Codes
(under the International Code Council code) already allows for childcare facilities on upper floors.
However, navigating the appeal process can be intimidating, require assistance from multiple
agencies and consultants, and deter new providers from considering a downtown location. The task
force recommends that the Colorado Department of Human Services draw upon its experience with
approved hardship waivers and pursue a state-level rule change that would address the indoor and
outdoor space requirements to allow for more as-of-right childcare facilities in urban settings. The
task force recommends that DHS consider the following:
1. Allow infant and toddler programs to be located on the basement through third floor levels,
with the approval of the local building and fire departments that the design adequately
satisfies local code
2. Allow for greater flexibility in the square footage, location, and design of outdoor play areas.
Allow for indoor/outdoor play areas to satisfy the requirement, so long as they have adequate
indoor air flow. Allow play areas that are smaller than the specified square footage per child
requirement, so long as they are accompanied by a suitable operations plan that
demonstrates that it adequately serves the needs of the school’s children. Allow for the use
of an adjacent or proximate public park with the appropriate operations plans in place (e.g.
Skyline Park, Commons Park).
As part of the rulemaking process, DHS would publish a Notice of Proposed Rulemaking in the
Colorado Register and allow time for review and public comment before taking final action. The
Department of Regulatory Agencies’ Office of Policy, Research, and Regulatory Reform, the Attorney
General’s Office, and the Office of Legislative Legal Services will review the rules. This public and
agency input would further ensure the quality of the adopted rule change.

5. The state should pursue a property tax exemption for childcare facilities
that are operating under a lease.
Currently, 501(c)(3) non-profit childcare operators that own their facilities are subject to a property
tax exemption; however, operators that lease space are generally responsible for the property taxes
attributable to their space under a triple net agreement with their landlords. Increasing access to
childcare is a recognized priority for both the City and County of Denver and the State of Colorado,
each of which has formed multiple agencies, initiatives, and funding programs to increase access to
affordable, high quality childcare. The task force recommends that in recognition of this priority and
an understanding of the burden of occupancy costs on childcare providers, and to level the playing
field with providers who own their space, the City and State exempt 501(c)(3) childcare providers
from property tax payments, even when they do not own their own leased space. Note that there are
currently state-level discussions for a sponsored bill that would provide this exemption to childcare
facilities that lease their space.
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6. The City and State should inventory their own real estate holdings to
identify spaces that could be used for childcare, and could be offered at a
reduced rate.
The Taskforce recommends that City and State agencies inventory their own real estate holdings to
identify spaces that could be used for childcare at a reduced rate. Note that this recommendation is
being considered at the State level. Colorado HB 20-1138 seeks to create a statewide inventory of
all underutilized or vacant publicly owned buildings and land, including at the municipal level, county
level, and state. This inventory could be used by childcare providers and affiliated groups to find
affordable facilities.

7. The landlord community should be educated about the benefit of childcare
as an amenity to a building/development to secure below market rents.
Landlords have long understood the importance of including high quality amenities in their buildings
to attract tenants, especially during the amenity wars of recent years. From state-of-the-art fitness
facilities and pools to coworking spaces, residential and office landlords especially have been offering
an ever-evolving menu of amenities to attract and retain new tenants. The task force recommends
that employers, childcare operators, and advocacy groups work together to educate the landlord
community about the benefit of including a childcare facility within a building or development. Given
the childcare model’s low margins, these facilities should truly be viewed as an amenity, requiring the
landlord to offer space at below market rent and perhaps contributing additional tenant improvement
dollars to the build out. This is not unlike how many landlords have approached chef-driven
restaurants.
There is some general recognition within the industry that childcare offers a unique amenity – for
example, industry group Building Owners and Managers Association International (BOMA) has noted
that “buildings with an otherwise hard-to-lease space may find childcare a particularly appealing
option. Providing childcare is more complicated than simply building out a gym, but it can be a major
market differentiator”.xvii This will particularly be true for landlords of larger buildings or developments
who can accept a lower rent for ground – 3rd floor space in order to command higher occupancies
and rents on the upper floors. And given the state of retail in the wake of the COIVD-19 crisis, the
differential between market rate for retail and what a childcare provider can afford may lessen,
making the argument even more compelling.

V.

Sample co-op model & recommendations
1. Individual companies survey their employees to measure demand

• It is essential that employers understand what their employees will demand of
the facility in order to move their children from a current childcare situation,
or make the future choice to locate childcare near their place of work rather
than their home. In general, parents of infants and younger children are more
likely to desire childcare proximate to their workplace. Consider questions
like:
•

How many employees would make use of an employer-sponsored
childcare? Forecast demand for full-time, part-time, and back-up care
options for up to 3-5 years.

•

What would they be willing to pay?
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•

What location, facilities, staff to child ratios, certifications, teaching
model, etc. would they require? Survey participants should rank their
priorities.

•

Would their families benefit from part-time, drop-in, or back-up care at
a Downtown Denver facility?

2. Companies come together to form co-op structure

• A co-op structure is recommended as a way to bring companies together to
form a non-profit entity without creating the liability of a joint venture. The
process to form a co-op is similar to that for creating a small business.
• The co-op should form a board with representation of each participating
company, and agree to key terms in its formation documents such as the
relationship between the financial contribution of the employer / employee
participation and representation on the board, how it will provide access to
co-op members’ employees, what substantive responsibilities would belong to
the co-op during build out and operations of the facility, and liability of the coop and its member companies.
• The co-op should be set up as a non-profit organization in order to take
advantage of tax benefits and to insulate co-op members from liability of
running or being associated with a childcare center.
• The total number of companies in each co-op depends on the overall number
of spots demanded per company. For the purposes of this example, assume
the following:
•

100 children total

•

6,000 – 8,000 square feet of space required

•

Ten companies commit to 10 spaces each for their employees

• The co-op, and its member companies, will commit to an annual operating
guarantee, to be negotiated with the provider. This could come in the form of:
1) commitment to a certain number of spots to be filled by co-op employees,
or paid for by the co-op in the unlikely event that the spots are not filled by
co-op employees and are not subsequently filled by the general public; OR, 2)
an annual operating subsidy of a certain dollar amount in exchange for priority
enrollment for co-op employees.
• Given the highly specialized nature of the childcare industry, it is
recommended that the co-op board hire a consultant to oversee the
selection, negotiation, and management of the childcare operator.
• Each co-op member will need written policies and procedures to make sure
employees have equal access to the childcare benefits. This could be a first
come first serve or other basis determined by each employer.
3. Estimate the financial commitment

• Prior to securing a space, the co-op should work with an architect and
construction manager to estimate the cost to build out a space and identify
any major impediments the building or location presents, using an initial
funding contribution from the co-op member companies.
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• Based on the ideal square footage from the example above (6,000 – 8,000
square feet of space), a rough estimate of $100 per square foot of space in
build out costs translates to $600,000 - $800,000 in build out costs.
• The outdoor area could cost up to an additional $50 per square foot, or
$100,000 for a 2,000 square foot space.
• Based on the example above which assumes 10 employers with access to an
equal number of spots, the upfront build out cost (indoor and outdoor) to
each employer is $70,000 - $90,000. Employers are able to claim 25% of
the up-front cost ($17,500 - $22,500) as a tax credit.
• As an alternative to guaranteeing a certain enrollment number, the co-op
could choose instead to contribute a minimum annual operating subsidy and
receive priority access for their employees. The childcare operator would have
to be comfortable taking on the risk to sell the open spots. Employers are
able to claim 25% of this operating cost as a tax credit.
• The Taskforce encourages employers to consider further subsidizing market
tuition rates for their employees. This recommendation would be to consider
the subsidy based on employee income and need and the cost will vary
depending on the level of subsidy chosen.
• The Taskforce encourages employers to consider designating a certain
number of spots for families that receive government assistance. This may
require that employers make additional operating contributions, or pursue
foundation support, if the model cannot support reduced tuition rates.
4. Secure the space

• 6,000 – 8,000 square feet is recommended for about 100 children
• Ground – 3rd floor is ideal (note that any facility providing care for infants and
toddlers that is not located on the ground floor will need to go through the
waiver process outlined in Section III)
• Adjacent or readily accessible outdoor space should be a minimum of about
1,500 - 2,000 square feet. Note that per Colorado childcare licensing
regulations, a minimum of 2,475 square feet is required for 100 students.
There is precedent for waivers for play areas that are smaller in size and are
indoor/outdoor in nature.
• Consider the potential for use of a parking deck, upper level terrace/patio, or
public park space for outdoor space
• Consider vehicular circulation, drop-off, parking, and easy access to public
transportation
• A separate ground floor entrance is ideal, but not required so long as the
direct entrance to the facility can be secured
• The space should be evaluated especially for ease of upgrading/increasing
plumbing fixtures and egress capacity
• Childcare is classified as either I-4 or E occupancy in the Building Code,
depending on age of children and location
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• Consider the interests of the landlord and likelihood the space can be
secured at a below market rent. Is the space part of a larger office,
residential, or mixed-use development? What other amenities does the
building offer? Are there large vacancies on the upper floors the landlord is
trying to fill?
• See Appendix 2 for a consideration of two potential locations in Downtown
Denver, and a discussion of their suitability for childcare facilities.
5. Choose an operator

• Relying on the third-party consultant chosen by the co-op board, release an
RFP to childcare operators.
• Note that each operator will have a very different financial and educational
model. The RFP should be specific with any curriculum requirements, quality
ratings, financial expectations, deal terms, reservation of spots for students
with subsidies, local versus national establishment, and other requirements,
especially those priorities that were identified in the employee survey. The
Taskforce recommends that the co-op prioritize high quality care and an
education based model.
• Operator types:
•

Local providers and/or director-driven providers – may be more
flexible and allow for the co-op to have a more active voice in decision
making

•

National providers/franchised (e.g. Bright Horizons, Primrose) – will
have strict corporate requirements, deal term requirements, and may
not allow for much input from the co-op

•

New Providers looking to expand to the market (e.g. tech-enabled
Vivvi) – may be more flexible in deal terms and operating decisions

• Deal terms to consider:
•

Is the co-op (plus any landlord contribution) covering the entire build
out cost? Is the operator expected to contribute to the capital costs?

•

Who oversees the build out (likely the operator)? What level of
oversight does the co-op maintain?

•

What number of spots or annual operating income must be
guaranteed by the co-op?

•

How is control of operations distributed between the co-op and the
operator?

•

Does the operator receive a management fee or do they recoup the
annual income from the facility? Many operators will expect a
management fee or net income in the range of at least $150,000 $200,000 per year

• Sample operating models are included in Appendix 1.
6. Apply for a childcare license
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• Early on, and prior to signing a lease, the co-op and/or consultant should
consult with the City and County of Denver Department of Public Health and
Environment, Development Services, and Denver Fire Department to ensure
that the chosen location meets minimum licensing requirements. If the
location will require a waiver (e.g. infant/toddler program will not be located
on the ground floor), the co-op/consultant should additionally coordinate with
Child Care Licensing and Administration at the State of Colorado Department
of Human Services Division of Early Care and Learning. These agencies will be
able to give their support for the location, prior to the license application
process.
• Prior to applying for a childcare license, a Zone Use Permit will be required
from the City and County of Denver Zoning department.
• The City application requires a lease or deed, landlord permission if
applicable, floor plans, affidavit of lawful presence, and a valid state or
federally issued ID.
• The applicant must also apply for a State of Colorado license.
• A state license will not be issued until all training requirements have been
completed.
• Prior to the issuance of a license, and after the space has been substantially
completed, Denver Development Services, Denver Fire Department, and
Denver Department of Public Health and Environment will inspect the facility.

VI.

Conclusion

Investing in access to high-quality childcare and ECE is an investment in the individual worker, the
success of a corporation, the future workforce, and society more generally. The Downtown Denver
Childcare Taskforce calls upon the Downtown Denver employer community to recognize the many
returns on investment and the significant need for additional resources.
The Downtown Denver Partnership, with support from the Childcare Taskforce representatives, is in
active conversations with large downtown employers, foundations, landlords, and government
representatives in order to bring the model described throughout this report to reality. We welcome
your participation in this effort and encourage you to get in touch to see how you can get involved.
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VII.

Appendix 1: Sample Operating Models

The operating models shown on the following pages represent a variety of potential scenarios.
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SAMPLE OPERATING MODEL

1. Market Rate model:
This model assumes all
parents are paying
market rate and that the
facility is paying a
market rent of $32/sf
NNN. The model realizes
an 8% margin, which is
not unreasonable for a
childcare facility.

Unit Rate
Revenue - Monthly Tuition
Infants
Infants - scholarships
Toddlers
Toddlers - scholarships
Preschoolers
Preschoolers - scholarships
Pre-K
Pre-K - scholarships
Total - Monthly Tuition
Revenue - Subsidies
Foundations
Employer Co-Op
Total - Subsidies

Occupancy
Rent
Property Taxes
Operating Expenses
Equipment Costs
IT

2,100
1,000
1,800
845
1,500
600
1,400
600

20
24
18
30
92

$
$
$
$
$
$
$
$
$

$

-

-

$
$
$

$
$

46,800
39,000

$
$

32.00
8.00

NOTES

504,000
518,400
324,000
504,000
1,850,400

- Grants requested to support scholarship slots, general operating
-

$

1,850,400

$
$
12 $
8 $
$
$

88,000
66,000
561,600
312,000
2,500
1,030,100

7,000 sf $
7,000 sf $
$
$
$
$
$

150,000

Training

$

8,000

$

1,541,450

10.00% $

$18/hr + 25% in benefits
$15/hr + 25% in benefits
Background checks
56%

224,000
56,000
28,350
30,000
15,000
353,350 19%

Program Costs (food, supplies, curriculum)

Overhead

Downtown Denver Partnership

Total

$
$
$
$
$
$
$
$

Total Revenue
Expenses
Personnel (salary, payroll tax and benefits)
Director
Assist Director
Lead Teachers
Assist Teachers
Other Personnel Costs

Qty.

154,145 Typically 10 - 15% for non profits. Corporate chains will be 20 - 25%. A co-op model leveraging resources
through business partners could bring this lower, probably in the 5-10% range.

Total Expenses

$

1,695,595 92%

NET PROFIT
PROFIT MARGIN

$

154,805
8%

Startup Cost

$

195,000 Furnishings, initial supplies, shelving, toys, kitchen supplies, office furniture, playground equipment,
etc. (does not include capital buildout and renovation)

Net - Yr 1

$

(40,195) -2%
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SAMPLE OPERATING MODEL
Unit Rate

2. Achievable Rent model: This
model is the same as Model
#1, but calculates the rent
achievable to reach a 10%
profit margin. The rent
achievable is around $28/sf.

Revenue - Monthly Tuition
Infants
Infants - scholarships
Toddlers
Toddlers - scholarships
Preschoolers
Preschoolers - scholarships
Pre-K
Pre-K - scholarships
Total - Monthly Tuition
Revenue - Subsidies
Foundations
Employer Co-Op
Total - Subsidies

Occupancy
Rent
Property Taxes
Operating Expenses
Equipment Costs
IT

2,100
1,000
1,800
845
1,500
600
1,400
600

20
24
18
30
92

$
$
$
$
$
$
$
$
$

$

-

-

$
$
$

$
$

46,800
39,000

$
$

28.07
8.00

NOTES

504,000
518,400
324,000
504,000
1,850,400

- Grants requested to support scholarship slots, general operating
-

$

1,850,400

$
$
12 $
8 $
$
$

88,000
66,000
561,600
312,000
2,500
1,030,100

7,000 sf $
7,000 sf $
$
$
$
$
$

150,000

Training

$

8,000

$

1,513,964

10.00% $

$18/hr + 25% in benefits
$15/hr + 25% in benefits
Background checks
56%

196,514
56,000
28,350
30,000
15,000
325,864 18%

Program Costs (food, supplies, curriculum)

Overhead

Downtown Denver Partnership

Total

$
$
$
$
$
$
$
$

Total Revenue
Expenses
Personnel (salary, payroll tax and benefits)
Director
Assist Director
Lead Teachers
Assist Teachers
Other Personnel Costs

Qty.

151,396 Typically 10 - 15% for non profits. Corporate chains will be 20 - 25%. A co-op model leveraging resources
through business partners could bring this lower, probably in the 5-10% range.

Total Expenses

$

1,665,360 90%

NET PROFIT
PROFIT MARGIN

$

185,040
10%

Startup Cost

$

195,000 Furnishings, initial supplies, shelving, toys, kitchen supplies, office furniture, playground equipment,
etc. (does not include capital buildout and renovation)

Net - Yr 1

$

(9,960) -1%
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SAMPLE OPERATING MODEL
Unit Rate

3. Scholarship Model: This model
holds 12/92 spots for
scholarship students (2 in every
classroom). Assuming $32/sf in
rent, $175,000 in annual
operating contributions from
either the co-op or from a
foundation or other funding
would be required to achieve a
10% profit margin.

Revenue - Monthly Tuition
Infants
Infants - scholarships
Toddlers
Toddlers - scholarships
Preschoolers
Preschoolers - scholarships
Pre-K
Pre-K - scholarships
Total - Monthly Tuition
Revenue - Subsidies
Foundations
Employer Co-Op
Total - Subsidies

Occupancy
Rent
Property Taxes
Operating Expenses
Equipment Costs
IT

2,100
1,000
1,800
845
1,500
600
1,400
600

16
4
20
4
16
2
28
2
92

$
$
$
$
$
$
$
$
$

$

-

-

$
$
$

$
$

46,800
39,000

$
$

32.00
8.00

- Grants requested to support scholarship slots, general operating
175,000
175,000

$

1,885,960

$
$
12 $
8 $
$
$

88,000
66,000
561,600
312,000
2,500
1,030,100

7,000 sf $
7,000 sf $
$
$
$
$

150,000

Training

$

8,000

1,541,450

10.00% $

$18/hr + 25% in benefits
$15/hr + 25% in benefits
Background checks
55%

224,000
56,000
28,350
30,000
15,000
353,350 19%

$

$

NOTES

403,200
48,000
432,000
40,560
288,000
14,400
470,400
14,400
1,710,960

Program Costs (food, supplies, curriculum)

Overhead
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Total

$
$
$
$
$
$
$
$

Total Revenue
Expenses
Personnel (salary, payroll tax and benefits)
Director
Assist Director
Lead Teachers
Assist Teachers
Other Personnel Costs

Qty.

154,145 Typically 10 - 15% for non profits. Corporate chains will be 20 - 25%. A co-op model leveraging resources
through business partners could bring this lower, probably in the 5-10% range.

Total Expenses

$

1,695,595 90%

NET PROFIT
PROFIT MARGIN

$

190,365
10%

Startup Cost

$

195,000 Furnishings, initial supplies, shelving, toys, kitchen supplies, office furniture, playground equipment,
etc. (does not include capital buildout and renovation)

Net - Yr 1

$

(4,635) 0%
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VIII.

Appendix 2: Sample Downtown Denver Locations

The task force reviewed available space in Downtown Denver using CoStar Group and knowledge of the
local market and identified the two following options as best suited for a childcare facility. Note that the
task force recognizes that new, ground up development is best suited to accommodating the buildout
required for a childcare facility and encourages developers of office and mixed-use buildings to consider
including childcare in their plans. The below spaces are meant to be an example, as available space is
dynamic and will continue to change.

1125 17th Street
• Prime downtown location
• 6,500 sf available on ground floor
• 7,000 sf available on 2nd floor
• Opportunity to use parking roof
terrace for outdoor space
• Would need to address
exiting/egress capacity limits from
roof terrace
• Asking rent is $48/sf + $7/sf in
taxes
• Chase Bank vacating the building
for newer space at Market Station –
landlord will need to re-lease space

1550 Wewatta Street
• 1550 Wewatta Street
• Located far from other downtown
childcare facilities and proximate to
corporate headquarters (DaVita,
Liberty Global, VF Corp)
• 6,700 sf available on ground floor
• Ground floor space has its own
outdoor patio, with potential to
expand to adjacent City plaza space
• Asking rent is unknown + $17/sf in
taxes
• Space has been vacant since 2017
• Landlord may be willing to consider
an amenity ground floor use
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