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MEMORANDUM

Date: March 16, 2026

To: The Honorable Chair and Members From: Jan Le
Pima County Board of Supervisors County Administrator

Re: Childcare Assistance — Proposed Employee Childcare Subsidy Program

Administrative Procedure (AP) 23-72, is the proposed Pima County Employee Childcare
Subsidy Program. This AP was developed in response to the 2023 Pima County Childcare
Survey results, where over 1,400 Pima County employees identified that accessibility and
affordability are the two largest concerns for securing reliable, high-quality childcare. It is
estimated that state-wide, accessible affordable childcare is costing the state billions,
economically. This proposed benefit creates a mechanism by which the County can better
support its employees through a Childcare Subsidy Program.

This benefit is supported by Pima County’s Strategic Plan and Pima County Board of
Supervisor (BOS) Policy E 36.2 - Prosperity Initiative. Approval of a Childcare Subsidy
Program is in alignment with the Pima County’s Strategic Plan Framework (1 and 2) of being
an Employer of Choice by investing in our workforce. The proposed benefit is in alignment
with the Prosperity Initiative policy — Increase Access to Quality Early Childcare and Education
and Improving Job Quality. Overall, a Childcare Subsidy Program supports the County’'s goals
of workforce stability, public service excellence, and community well-being.

At the Pima County Board of Supervisors Retreat on February 9, 2026, $1 million in funding
for a Childcare Subsidy was proposed for consideration in response to employee feedback on
childcare needs and benefit opportunities. Resulting from the foundational work of the
Childcare Review and Implementation Team {Childcare Team), Pima County Human Resources
has drafted a proposed Administrative Procedure 23-72, Employee Childcare Subsidy, which
outlines the provisions of such subsidy eligibility, enrollment and programmatic timelines /
requirements (Attachment 1).

Proposed Pima County Employee Childcare Subsidy Program

As anew subsidy, AP 23-72 outlines an annual childcare subsidy benefit ~ a tax-free payment
to an employee via a Dependent Care Flexible Spending Account (FSA), for payments made
on eligible childcare expenses as outlined by the Internal Revenue Code Section 129. This
policy details an annual childcare subsidy amount (based on annual approved budget capacity)
allowed per year and the number of approved eligible employees, Given that the approved
budget capacity and number of eligible employees may change each year, the amount of the
annual Childcare Subsidy benefit will vary each year as well. For example, if the Board
budgets $1 million for this subsidy for FY27 and 400 eligible employees apply, the amount
per employee would be approximately $2,600. This subsidy is available for eligible
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households that are full-time or part-time County employees with a child(ren) O - 5 that
receives childcare services.

Employee Eligibility

Any permanent, full-time (40 hours per week) or part-time {20 hours per week), who has at
least one child aged 5 or younger as of January 1, of the calendar year in which the Employee
Childcare Subsidy benefit is applied. The subsidy is designed to be issued per household,
thus if both parents or guardians are County employees — one subsidy will be eligible for the
household. Similarly, this benefit will be extended once per household, regardless of the
number of eligible children.

Application and Payment

This subsidy has an annual application period in the Fall as determined by Human Resources
- noting that any employee that starts at the County after the application period will have to
enroll at the start of the subsequent application period. As such, Pima County’s Childcare
Subsidy Payment will be issued tax-free to an employee’s FSA account, per pay period ~ with
enroliment only required if the employee chooses to contribute their own funds in excess of
the County-issued portion - similar to our current HSA process.

An FSA permits the funds to be distributed tax-free and carries annual spending requirements,
so monies disbursed for the Childcare Subsidy must be spent by the end of the calendar year.
Annually (prior to November 1), Human Resources will notify eligible employees of:

Important Annual Dates for Enrollment:

- Deadline for applications for the Childcare Subsidy will be set by Human Resources,
with sufficient time for them to determine employee eligibility and the County’s
maximum contribution for the next plan year.

-  Open Enrollment Period: A two-week period occurring each November, where an
employee can elect to contribute additional FSA monies in excess of the County-issued
portion for the upcoming plan vyear.

- FSA funds have a maximum contribution limit, and annual funds must be spent by
December 31, annually - and cannot be carried over into the subsequent calendar
year. The current maximum IRS limit allows for a total contribution of $7,500 to a
Dependent Care FSA.

- FSA funds are available starting the first pay period distribution of each calendar year.

- Changes to an FSA are permitted during the calendar year for any Qualifying Life
Events as outlined by the IRS provisions.

Distribution:

- Distribution of funds to employees will be direct payments to an employee’s FSA —
prorated by the number of pay periods annually (typically 26).
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- County contributions will go directly into the FSA, by which an employee can pay
monies directly to a childcare provider or for self-reimbursement for allowable
payments issued to childcare services as defined by the IRS.

- Any funds remaining in the Dependent Care FSA at the end of the calendar year will
be fortified by the employee but will be returned to the County in March of the
following calendar year.

Each year the BOS will approve the general funds available for the Childcare Subsidy benefit.
The County will also evaluate the first year Childcare Subsidy Program to ensure policy
adherence, ease of use for County employees, and utilization for future budget impacts. The
Childcare Subsidy Program will support County employees by easing the costs for reliable,
accessible childcare for their families, and will serve as a County benefit that will continue to
bolster recruitment and retention of current and future employees.
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Attachment

c: Carmine DeBonis, Jr., Deputy County Administrator
Steve Holmes, Deputy County Administrator
Chad Kasmar, Deputy County Administrator
Cathy Bohland, Director, Human Resources
Art Cuaron, Director, Finance and Risk Management
Nicole Fyffe, Senior Advisor, Pima County Administrator’'s Office
Sarah Davis, Senior Advisor, Pima County Administrator’'s Office
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ADMINISTRATIVE PROCEDURES

Procedure Number: 23-72

Effective Date:___07/01/2026
Revision Date: N/A

County Administrator

SUBJECT: EMPLOYEE CHILDCARE SUBSIDY

DEPARTMENT RESPONSIBLE: Human Resources Department

STATEMENT

The Employee Childcare Subsidy aligns with Pima County’s Strategic Plan, Pillars 1 and
2, and the Prosperity Initiative. It supports the County’s strategic goals of workforce
stability, public service excellence, and community well-being. The benefit provides
employees with assistance to reduce childcare costs, which can improve access to early
childhood education and support employee productivity and engagement. While available
to all eligible employees, the subsidy may have the greatest impact for employees with
lower household income for whom childcare costs represent a larger share of expenses.

DEFINITIONS

Annual Childcare Subsidy Amount: The maximum benefit allowed per year that the
County will contribute to an employee’s Dependent Care FSA for the childcare subsidy as
determined by the number of participants and the available annual budget.

Dependent Care Flexible Savings Account (FSA): An employer-sponsored, pre-tax
benefit account used to pay for qualified out-of-pocket dependent care services as defined
by the Internal Revenue Code Section 129.

Employee Childcare Subsidy: A benefit where the County provides Dependent Care
FSA funding to an eligible employee to reduce an employee’s childcare costs.

Employee Childcare Subsidy Application: Documentation whereby the employee
attests to having a child that is five (5) years of age or younger, pays childcare costs, and
is the only County employee in the family applying for the Employee Childcare Subsidy.

Qualifying Life Event: A significant life change as identified by the IRS that permits an
employee to make changes mid-year to their Dependent Care FSA. Such events include
marriage, divorce, birth/adoption of a child, change in employment status, or significant
changes in childcare costs or providers.

EMPLOYEE ELIGIBILITY FOR EMPLOYEE CHILDCARE SUBSIDY

A. The below eligibility requirements apply to the Employee Childcare Subsidy:
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1.

Any permanent, full-time (40 hours per week) or part-time employee (20 hours per
week or more) who has at least one child aged 5 or younger as of January 1, of
the calendar year in which the Employee Childcare Subsidy benefit is applied.
Payments to Dependent Care FSAs under this benefit are prorated based on
employment status at the time the application is approved.

If both parents or guardians are County employees, only one can apply for the
Employee Childcare Subsidy.

Employees who are not on County or federal protected leave and are in unpaid
status at the time of their attestation submission, approval, or reimbursement are
not eligible.

This benefit may be suspended by the County Administrator when financial
constraints exist. When financial conditions improve, the County Administrator
may consider reinstating funding for this benefit, upon approval of the Board of
Supervisors.

Iv. APPLICATION AND PAYMENT

A

Annual Application

1. Eligible employees must submit the required Employee Childcare Subsidy
Application each year by the deadline required by Human Resources. Human
Resources reserves the right to request additional documentation to ensure
compliance.

2. Employees that begin employment with Pima County after the application
deadline are ineligible for the Employee Childcare Subsidy until the following
year.

3. The signed Employee Childcare Subsidy application approval must be placed
in the employee’s Official Personnel File.

Payment to Employee

1. Prior to November 1 of each year, Human Resources will notify an employee
seeking the Employee Childcare Subsidy of their eligibility and the Annual
Childcare Subsidy Amount that will be contributed to their Dependent Care
FSA effective the start of the following calendar year.

2. The County contributions will be loaded into a Dependent Care FSA for an
eligible employee and prorated by the number of pay periods in the calendar
year (typically 26 pay periods).

3. A small administrative fee will be charged by the Dependent Care FSA
Administrator and deducted in January from the employee’s Dependent Care
FSA for the entire calendar year.

4. No advance payment shall be made to employees for an Employee Childcare
Subsidy, and no payment will be made directly to a childcare provider.

5. Any funds remaining in the Dependent Care FSA at the end of the calendar
year will not be rolled over and will be forfeited.
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6. Upon discontinuation of childcare for an eligible employee receiving the Annual
Childcare Subsidy Amount or separation from County employment, the
Dependent Care FSA contributions will cease and the unused balance in the
Dependent Care FSA will be forfeited.

C. Limits

1. Each fiscal year the Board of Supervisors must approve the general funds
available for the Employee Childcare Subsidy. Human Resources will
determine the Annual Childcare Subsidy Amount based on the number of
eligible participants and approved funding.

2. The amount of funds contributed by the County to an employee’s Dependent
Care FSA is based on the employee’s reported anticipated childcare costs for
the upcoming calendar year, as attested to by the employee and verified by
Human Resources.

a. The County’s contribution cannot exceed the amount the employee
anticipates paying for their childcare cases in the upcoming calendar year.

For example, if the maximum amount determined by Human Resources in
a calendar year is $4,000, if an employee attests to and anticipates $2,500
in childcare costs for 2027, the County paid Dependent Care FSA
contribution for the 2027 year will be $2,500. If an employee attests to and
anticipates $12,000 in childcare costs for 2027, the County paid Dependent
Care FSA contribution for the 2027 year will be $4,000. In no event can the
annual maximum amount exceed the amount permitted by the IRS.

b. The County’s contribution cannot exceed the Annual Childcare Subsidy
Amount as determined by Human Resources.

c. The total amount of the combined County and employee contributions
cannot exceed the annual IRS maximum as identified by the Internal
Revenue Code Section 129.

3. In November of each year, an open enroliment period for Dependent Care FSA
takes place. Only employees who wish to make pre-tax contributions from their
paycheck above the Annual Childcare Subsidy Amount contributed by the
County are required to enroll. No changes can be made to the Dependent Care
FSA during the remainder of the year, without a Qualifying Life Event.

4. The IRS determines annual limits and which expenses can be reimbursed by
the Dependent Care FSA. The FSA Plan Administrator will review submitted
receipts and determine if they qualify for reimbursement.

VIl. RESPONSIBILITIES

A. Employee

1. Submit the required application form to Human Resources, within the time
limits given.
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2.

4.

Adjust their annual employee contributions if they wish to contribute from their
paycheck above the Annual Childcare Subsidy Amount. In this event, the
employee must ensure that the combined employee contribution and the
Annual Childcare Subsidy Amount do not exceed the IRS maximum allowed.

When the employee no longer pays for childcare or the childcare costs
decrease, they must report a Qualifying Life Event to ensure the County’s
Dependent Care FSA contribution is stopped.

Notify Human Resources if they are on an unpaid leave.

B. Human Resources Department

1.

Determine if the application form was received on a timely basis and if the
employee is eligible for the Employee Childcare Subsidy.

Determine the Annual Employee Childcare Subsidy Amount for approved
employees.

Verify the amount of childcare costs paid by the employee to determine the
County’s annual contribution to the Dependent Care FSA.

Communicate the Employee Childcare Subsidy contributions in the Dependent
Care FSA Administrator in November of each year so the Dependent Care FSA
can be established and able to receive funds in early January.

Prior to November 1 of each year, notify eligible employees of the amount of
the Employee Childcare Subsidy that will be contributed to the Dependent Care
FSA for use in the following calendar year.

Effective Date: 7/01/2026
Revisions: N/A





