


INTRODUCTION

Access to quality, affordable child care is a mutually beneficial situation for children, families, and
businesses. Access improves physical and cognitive outcomes for children, enhances employment
opportunities for women, boosts productivity and profits for businesses, and supports socio-

economic growth.

For businesses, employer-sponsored child care is a powerful talent management and productivity
strategy. Child care benefits foster employee loyalty, improve retention, attract top talent, and

enable employees to be more engaged in their work.

1. Sponsoring
Dependent Care
Assistance Plans
(DCAPS)

5. Reserving Seats
in Local Child
Care Programs

2. Providing
Onsite or Near-
Site Child Care

6. Providing
Backup Care
Options

3. Establishing
Priority Waitlist
Partnerships

7. Community
Infrastructure
Investments

4. Offering Tuition
Benepts

8. Trishare
Programs

This guide contains more detailed information about each of the fund uses for employer-
sponsored child care support. For each category, there is a description of that use, the potential
benefits for employers, employees, and child care providers, how to get started as an employer,
an example of the category being implemented in Indiana, and any additional resources.
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1. Sponsoring Dependent Care Assistance Plans (DCAPS)

Getting Started

The law allows employees to set aside pre-tax salary deductions of up to $5,000 annually for an
employee if the employee is married and filing jointly or filing as a single head of household. If the
employee is married but filing separately the annual pre-tax salary contribution can be up to $2,500.
When both spouses’ employers provide a DCAP, the parents must be sure their combined election to
the plans does not exceed the $5,000 annual limit for a couple filing jointly. These pre-tax funds are
held in the employer’s general account until needed to reimburse the employee for dependent care
expenses paid throughout the year.

The DCAP maximum annual contribution limit is not indexed and did not change for 2022 or for 2023.
It remains $5,000 per household for single taxpayers and married couples filing jointly, or $2,500 for
married people filing separately. Married couples have a combined $5,000 limit, even if each has
access to a separate DCAP through his or her employer.

Ultimately employees see a tax savings of up to $2,000 annually (with employer tax savings of 8% to
10% in FICA and other payroll taxes estimated at $1,050).

Employers can also choose to contribute to
employees’ DCAP. However, unlike with a health
FSA, the combined employer and employee
contributions to a DCAP cannot exceed $5,000.

Best practices for employers include matching the
employee contribution and tying the use of these
funds to a high-quality rated program.

Employees meeting these criteria may participate in
an employer-sponsored DCAP:

e The employee must have incurred the
expenses for them and their spouse to work or
look for work (unless the spouse was either a
full-time student or physically or mentally incapable of self-care).

* Their filing status must be single, head of household, qualifying widow(er) with a dependent child,
married filing jointly or married filing separately.

» The employee (and, if married, their spouse) must maintain a home that they live in with the
qualifying child or dependent.
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1. Sponsoring Dependent Care Assistance Plans (DCAPS)

Eligible Dependents

Eligible expenses include dependent care that is necessary for a parent and their spouse to work.
This includes care for
* A dependent of the enrolled employee who is under age 13; or
» The spouse or dependent of the enrolled employee who is mentally or physically incapable of
caring for himself or herself and who the employee claims as a dependent on his or her federal
income tax return.
* Alegally dependent parent (ref. IRS Publication 503 Child and Dependent Care Expenses, Who Is
a Qualifying Person, definition 3).

Types of Care Covered

The type of eligible dependent care providers includes:

Daycare Private In-home Family Before- Day camp
center home provider member and
daycare ater-school
provider care

*Payments made to someone who is also your dependent, including your child under age 19, are not
eligible for reimbursement.

Pre-funding by an Employer for a DCAP FSA is Not Required

Unlike Health FSAs, DCAP models are funded directly by the employee throughout the plan year with
reimbursements made only if employee dollars are in the account to cover the expense. If the
employee submits a claim for $200 but the account balance is $100, the employee will be reimbursed
with the available $100 and may re-submit the remaining $100 expense when the account is
replenished by their periodic pre-tax salary deductions.
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https://www.irs.gov/credits-deductions/individuals/child-and-dependent-care-credit-information
https://www.irs.gov/credits-deductions/individuals/child-and-dependent-care-credit-information

2. Providing On-site or Near-Site Child Care

What is providing On-Site or Near-Site Child Care?

In Indiana, the average annual cost of care is $8,417.76 which is similar to the cost of college

tuition. In addition, the accessibility to quality programs is in short supply. The overall known capacity

of licensed or registered programs with the state is 180,583 which can serve more than half (55%) of

children who may need care.? As a result, increasing numbers of valuable employees are cutting back
hours or leaving their jobs due to the struggles of balancing the demands of work with responsibilities
at home.

A 2023 study conducted by KinderCare Learning Company
noted that nearly half (43%) of Gen Z parents would switch jobs
for financial assistance to cover child care costs, far more than
Millennials (33%), Gen X (26%) and Boomers (21%). More than
half (52%) of Gen Z parents say they would switch jobs for
on-site child care.?

On-site or near-site child care programs enable employers to
address these challenges by providing access to affordable,
accessible, quality care within or near the workplace that
supports the needs of working families, enhances productivity,
and boosts retention rates.

Employers or non-profit partners may choose to offer on-site or
near-site child care programs for individuals or groups of
employers designed to cater to the specific needs and
schedules of the employees. The convenience of on-site or
near-site minimizes the disruptions and eases parents’
concerns, enabling them to stay focused on their work and
business performance. Additionally, this type of employer-

The economic impacts

of insufficient child care
on parents, employers,
and taxpayers

Insufficient care for children under the age of 3

costs individuals, businesses, and the country
billions of dollars each year.

Annual aggregate economic burden [ nevicua
each year a child Is under age 3: average
B ot
$5,520

Parents

$78 billion

https://www.strongnation.org/articles/2038-122-
billion-the-growing-annual-cost-of-the-infant-
toddler-child-care-crisis

sponsored child care program promotes a family-friendly employer brand that helps attract and retain

the kind of talent businesses need to remain competitive.

1. https://brighterfuturesindiana.org/data-center

2. Source: Family and Social Services Administration Office of Early Childhood and Out-of-School Learning, Active Provider Report, Pulled October 9,

2023.

3. https://www.kc-learning.com/-/media/corporate/docs/kindercare-modern-parent-index-2023_executive-summary.pdf
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2. Providing On-site or Near-Site Child Care

What are the beneyts?

Affordable child care is a top incentive for young families. 81% of Millennials and Gen Zers identified
access to affordable, high-quality child care as an important issue when working toward achieving
their professional goals.* Addressing child care challenges fosters workforce growth.

Employer

Businesses that implement an on-site or near-site child care program enjoy advantages that include:

Increased A competitive Retain future Enhanced
talent pool leaders engagement

Family-friendly Child care benefits On-site or near-site Solving child care
employers appeal to are a powerful child care helps to challenges for
a broader range of strategy for filling retain promising employees
qualified candidates, positions quickly, employees with significantly
retaining skilled ensuring a reliable children, enabling increases productivity
parents who might talent pipeline to drive employers to build a and keeps employees
otherwise opt out of competitiveness. loyal team of talented engaged and
the workforce and employees who can motivated.®
attracting talented rise within the
prospects who have organization to
or would like to start a provide future
family. leadership.

Entities provide space and contract with a child care provider to operate the program. Employers
often choose to subsidize tuition costs for priority employee groups and may decide to make a portion
of seats available to the broader community.

4. https://thenext100.org/millennials-and-gen-z-want-affordable-child-care/
5. https://www.uschamberfoundation.org/education/us-chamber-commerce-foundation-empowering-business-communities-collaborate-childcare
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2. Providing On-site or Near-Site Child Care

Getting Started

A thriving employer-sponsored child care benefit comes from a thoughtful design that addresses
identified challenges and dependably meets employees’ individual needs.

Creating a dependent care needs assessment to learn and understand key information about the
specific employees the program is trying to reach, including:

Tuition the
employee can
afford

Employee Ages of
demographics children

Hours
employees Corporate or
work and frontline
when they employees
need care

Proximity of
the program
to the
business

This assessment of needs then informs a project’s overall plan and approaches by helping you
identify targeted strategies and prioritize resources. Demand will change over time so it is important
to look at today and include future-focused projections about what the employees’ needs will be.

Once the needs assessment is complete and targeted strategies are identified, determine if building
on-site, leveraging an existing structure, or partnering with a nearby child care program is best to
meet the needs of the business and employees.

Choosing to build on-site or leveraging an existing structure requires additional analysis of

* Local jurisdictional requirements, including zoning regulations and building codes.

» The ability of a site to accommodate essential elements such as outdoor play and parking.

» Capital improvements recommended to support high-quality programming into the future.

* Partnership with an entity with child care facility knowledge to create a safe and developmentally
appropriate environment.

« Child Care staff wages, professional development and staffing pattern to meet the needs of the
business.

» Market-rate tuition will vary by geography and what your employees can afford will determine how
much of that tuition will need to be subsidized.
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2. Providing On-site or Near-Site Child Care

Creating a partnership with a local established child care program:

Create a contract or
agreement with the
partner child care

Determine if one or Review and visit local
multiple partnerships child care programs
to explore capacity

and a match of core

Determine your
company’s investment

program with
established criteria
that is a win-win for

both parties

are needed based on
employee and
business geography values

Providing On-Site or Near-Site Child Care in Action

IMD Learning Center, Warsaw

IMD Learning Center is an employer-sponsored licensed child care home serving Industrial

Machine and Development (IMD) employees and community members. IMD Early Learning provides
high-quality child care for children ages six weeks to five years old. The home is an eight-minute drive
from the IMD factory and opened in July of 2023 after three years of planning and preparation.

Why did IMD choose employer-sponsored child care?

IMD has about 100 employees and found that employees were either missing work or resigning due
to child care challenges. IMD leadership sought support from Kosciusko County’s child care coalition,
LaunchPad, to assist in solving their employees’ child care needs and achieving their goals of
employee recruitment and retention and assisting employees in becoming financially successful.

IMD’s Investment
* Contracts with Early Childhood Alliance (ECA) to operate the program
* Provides the facility
» Pays child care staff wages and benefits
» Subsidizes employee tuition

IMD’s Early Learning Licensed Child Care Home has openings for children ages 0-5. Even though
the program is open to the public, IMD employees receive priority enroliment before a non-employee.
They provide high-quality early learning, serve healthy and nutritious meals, and accept Child Care
and Development Fund (CCDF) vouchers for parents who qualify. Open 5:30 a.m. to 5:30 p.m.
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https://chamber-foundation.files.svdcdn.com/production/documents/ECE_Employer_Roadmap_March_2022.pdf?dm=1694110498
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3. Establishing Priority Waitlist Sponsorships

Developing an agreement with a
child care provider is the next step
in sponsoring priority waitlist spots
for an employer. There are many
things to consider, such as:

» Cost for the employer

* Number of spots reserved for
the employer

 Length of time the waitlist spots
are reserved for

* What happens if an employer
does not have enough
employees to fill those
reserved waitlist spots

Once an agreement has been

made and the priority waitlist sponsorship has officially begun, it is important to review and assess
how the partnership is going. Does anything in the agreement need to be changed? Are all parties
(employer, employee, provider) still satisfied with the agreement? Take the time to review the agree-
ment and the partnership regularly to ensure it is the most beneficial solution to the employees’
needs.

Priority Waitlist Partnership in Action

Wawasee Early Learning, located in Wawasee, Indiana, provided seats for Polywood employees’
children and served ages 3-5. Over time, this model was not meeting the current employee child care
needs and Wawasee Early Learning transitioned to a backup care model to provide school break and
weather closure care.

Additional Resources

KinderCare provides priority access benefits to their partners including priority waitlist and dedicated
spaces in KinderCare centers across the country. Even if there is a waitlist for a child care center,
KinderCare will give their partners’ parents priority at the KinderCare center of their choice.
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https://www.kindercare.com/employer-sponsored-child-care/corporate-benefits/priority-access

4. Offering Tuition Benepts

What is a Child Care Tuition Beneyt?

Finding affordable child care can be difficult. Employees would benefit from any discount their
employer could offer to lessen the financial burden. This is especially true for young families with
employees who are early in their careers and are not earning as much as their more tenured
colleagues. By offering tuition benefits, employers can provide child care providers with clients in
exchange for a tax credit of up to $150,000. Child care providers would provide high-quality services
in exchange for their full tuition amount (the employer will pay the difference between the employees’
discounted rate and the full tuition).

Employers can provide tuition scholarships for employees who have children in child care programs,
like college tuition scholarships some employers offer. This option allows employers the opportunity to
share the cost of care with employees (often using a sliding scale model). Employers set the
parameters for how and where employees can use tuition benefits (e.g., child care tuition discounts
offered for families enrolling in licensed, high-quality care programs) while still providing families with
a broad range of program choices.

What are the Beneyts?

Employers

Employers can benefit from a federal tax credit equal to 25% of the total child care expenditures
made by the employer, with the credit being limited to $150,000. Additionally, this benefit can be an
important factor in recruiting and retaining their employees. Six in 10 parents would stay at their job
if it offered a convenient child care benefit, according to KinderCare.com.’” Offering a discount for
high-quality child care is a convenient way to support employees.

Employees/Parents

Financial assistance for employees is crucial in providing high-quality child care to their children.
Parents of young children may choose to start and remain at a company that offers tuition assistance
when their family needs it most. Additionally, employees do not have to take the time to research their
own programs, their employer will already have that partnership in place.

7. https://www.kindercare.com/employer-sponsored-child-care/confidence-index
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4. Offering Tuition Benepts

It is important to review and assess the agreement over time to ensure the benefit is still serving its
intended purpose. Does anything in the agreement need to be changed? Take the time to review the
agreement and partnership regularly to ensure it is the most beneficial solution to the employees’
needs.

Child Care Tuition Beneyts in Action

Indiana Stamp Company in Fort
Wayne, IN offers their employees an infant
care tuition assistance program. They
established the program in 2002, and have
seen the benefits over time. Indiana Stamp
Company President, Olivia Warner says,

“It's been a great tool that we've
used for 17 years now. We’re
not a big facility, but it’s been
beneficial to the employees that
have had children and were
able to take advantage of it.”

Indiana Stamp offers to pay for 33% of child care costs for

employees’ babies up to 12 months of age. Parents must choose a child care center that is rated as a
Level 3 or higher in Paths to QUALITY? Indiana’s voluntary quality rating and improvement system for
child care.

Reid Health? in Richmond, Indiana has partnered with KinderCare to build a new child care facility
exclusive to Reid Health employees. Reid Health is one of the largest employers in Richmond,
Indiana with over 2,000 employees. Their employees continuously provided feedback that they
needed assistance with affordable child care. In response Reid Health partnered with KinderCare to
build a new child care facility on the Reid Health campus. Providing an on-site early child care facility
is a convenience benefit for Reid Health employees. As an additional benefit, Reid Health offered a
10% discount on tuition for all other KinderCare locations for their employees.

Additional Resources

Learn how KinderCare offers tuition benefits to their partners.

8. https://www.in.gov/fssa/pathstoquality/
9. https://www.kindercare.com/employee-benefits/reid-health
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6. Providing Backup Care Options

Getting Started

Effective benefits planning is built around a certain set of questions and their answers. This ensures
that employer-sponsored benefits are tailored specifically for the organization’s employees,
considering their dependents, issues, and the hours and workstyles pertinent to the business,
ensuring that the benefits are recognized, utilized, and add true value to the employees.

An effective employer-sponsored backup care program can serve as a competitive advantage.
However, before approaching a child care partner, industry leaders should answer the following
guestions for their business:

Range and
choice

Defining who your
employees are
and their needs

will help in
addressing pain
points.

Service

Deciding how the
backup care
benefit can
reduce the burden
on employees to
find the help they
need without
requiring additional
research.

Backup Care in Action

Interface

Determining the
employees’
preferred method
of communication
and contact with
the backup care
program.

Pathynder Services Kids Clinic, Huntington

Provider

Ensuring quality is
consistent
regardless of the
type of child care
program.

Investment

Typically,
employees receive
a certain
number of days (or
credits) for use in
approved partner
programs in the
case of emergency
or short-term
coverage needs.

Pathfinder Services Kids Clinic is located inside Pathfinder Early Learning Center and operates

with an open-door policy offering a quality sick care alternative for working families for any child in
the community with a minor iliness (ages 6 weeks to 12 years) regardless of enroliment status at
Pathfinder Early Learning Center. The clinic is staffed by a Certified/Licensed Nurse or a Certified/
Licensed Medical Assistant who provides healthcare Monday through Friday from 8 a.m. to 5 p.m.
for free. The clinic is sponsored by a grant from the United Way of Huntington County for community
members and included in tuition for families attending the learning center.
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6. Providing Backup Care Options

Why did Pathfinder Services choose to
sponsor sick care?

As a direct service provider, for children
and adults with disabilities, Pathfinder
saw the need to provide a quality
environment where parents felt
comfortable bringing their children when
they had an iliness or needed extra
medical attention.

* Space
 Staff wages
» Medical supplies

Additional Resources
Indiana Child Care Resource and Referral (CCR&R) Network:

» Support businesses in developing work-life policies and programs related to the child care needs
of employees.

» Track data on local and regional child care trends in order to identify gaps and solutions.

* Provide workshops for community members, employers, and their employees.
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7. Community Infrastructure Investments

Employees Child Care Programs

* Increased child care availability * Improved compensation and educational
* Increased child care high-quality opportunities for the existing workforce
programs * Increased advocacy on the importance of
child care

Getting Started

Community Infrastructure Investments can include a variety of initiatives and many communities

can invest in child care infrastructure by working together. Many communities have convened early
care and education coalitions to support collaborative efforts. These coalitions can identify child care
needs, and develop collective strategies to address the issue.

Coalitions or other community conveners may work together to raise funds to support scholarships,
child care stipends, or increased wages. They can also support campaigns for new facilities via
fundraising efforts or advocacy to state and local leaders for public funds to support child care
initiatives. In addition, coalitions and conveners can promote family care policies and care workforce
support community wide to garner further support.

Community Infrastructure Investments in Action

Wabash County Community Foundation

The Community Foundation of Wabash County, in support of Wabash County’s early child care and
education coalition, FirstFive’s strategic goal is to raise $2 million for a two-phase project with the end
goal of being fully staffed and enrolled, thus helping them achieve sustainability. The first phase will
make grants to four large Early Childhood Education programs that are part of a shared alliance to
raise wages to a floor of $15 an hour. Providers are not restricted to $15 an hour. The grants will be
based on the needs of individual programs and dependent on how much funding is needed to get to
$15 an hour per credentialed teacher.

As the workforce stabilizes, the shared alliance will ask to have each program raise its rates for
families to more adequately cover the cost of care. Knowing many families will not be able to afford
higher rates, the second phase provides a second grant for use by providers to subsidize fees for
families who do qualify for vouchers.
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8. Tri-Share Programs

Getting Started

Tri-Share Programs are Find a

not a standalone Learn from :

project. They are part of a other Tri-Share f;Jonglrrcl)?/izzuth;e

multi-faceted plan to Program T

address the capacity, models match

child care programs: partnerships Determine the

who are best place to

. : Hub the

Tri-Share in Action IIVESiEe [ G2 program

& education

Noble County Tri-Share
Why Noble County Adopted the Tri-Share Model

Noble Thrive by 5 Early Childhood Coalition knew that many Noble County families are paying more
than 7% of their income on child care. The coalition learned of the MI Tri-Share Program and reached
out to the Michigan Women’s Economic Commission to learn more. That discussion led Thrive by

5 to meet with county commissioners to share the correlation between the Noble County workforce
and child care. Several connections and advocacy led the Noble County Commissioners to commit
$50,000 in 2023 Economic Development Income Tax (CEDIT) revenue to fund the pilot year of the
Noble County Tri-Share Program.

Noble County’s Investment

The program increases affordability for families who earn up to 300% of the Federal Poverty Level
and work in Noble County by splitting the cost of child care three ways:

* One-third is paid for by the contribution from the Noble County Commissioners

* One-third is paid for by the parent
* One-third is paid for by the employer

Additional Resources

MI Tri Share
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