Making the decision to become a nonprofit child care provider or a for-profit provider is not easy.  There are many advantages and disadvantages to being in either category.  We have put together a Fact Sheet to help you determine what works best for your child care program.  Check with your accountant and attorney regarding your personal situation.  

	FOR-PROFIT CHILD CARE CENTER
	NONPROFIT CHILD CARE CENTER

	Control

Stockholders/Owner

Profitability

Organized to make a profit.  Excess income distributed to stockholder/owners.  Upon dissolution surplus funds distributed to stockholders/owners.

Tax Implications

For profit businesses must pay state and federal corporate income taxes, unemployment, sales and property taxes

Funding

Funds provided by stockholder or owners.  Contributions are non-tax deductible and personal funds may be at risk within the company.  Access to funding through shareholder equity or business loans (based on the financial condition of the business).

Food

No access to the food bank.

Other

An owner has more personal control over business management and structure.  Private companies may be under less scrutiny over finances than nonprofits.  A privately held business can be sold for a profit.  


	Control

Members/Board of Directors

Profitability

Organized for purpose other than profit making.  Excess income used to further intended purpose.  Upon dissolution surplus funds distributed to other similar nonprofit corporations.

Tax Implications

Exempt from federal and state corporate income tax, federal unemployment tax.  As a nonprofit, you may be exempted from property tax and may qualify to be reimbursed for sales tax paid to stores and vendors.

Funding

Qualify for grants or loan money available only to nonprofit organizations.  Access to federal funds and/or private donations (donations are tax-exempt).  Funding can sometimes be limited, and grants very competitive and time consuming to pursue.  Nonprofit centers may qualify for higher levels of reimbursement for participation in the Child and Adult Care Food Program.  Contact your local resource and referral agency for details or the NC Dept. of Public Instruction 919-715-1299.

Food

For centers that serve 60% low-income or special needs children, food can be bought at the food bank at a highly reduced rate of 14 cents/pound.

Other

Generally to operate as a nonprofit, the organization must meet rigorous standards of proof before being certified by the IRS as a nonprofit organization.  Once certified, the organization is entitled to participate in the above mentioned tax exemption programs.  Finances may require a higher level of outside scrutiny than a for-profit business.


Some providers choose to organize as a nonprofit while retaining for-profit ownership of real estate.    This option can capture the advantages of both organizational structures.
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