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Procedural and Background

1. RCW 41.56.465 - Interest Arbitrations

2. RCW 41.56.028 - Application of 4156 to Family Child Care
Providers

3. August 22, 2014 - PERC Letter to Parties - Suspension of
Issues from 1Interest Arbitration (following State’s
amended unfair labor practice, 26686-U-14-6800)

4. August 11, 2014 - PERC Letter to Parties — Certification
to Interest Arbitration (Interest Arbitration Case 26672-
I-14-0658

5. August 7, 2014 - Lavitt Letter to PERC - List of issues
identified for certification for interest arbitration.

6. Union’s Proposed Contract Language, 8/7/14
7. 2013-2015 Collective Bargaining Agreement - Service

Employees International Union (SEIU) 925 & State of
Washington (current contract)

Past Interest Arbitration Awards
8. OFM and SEIU 925 (Williams, 20006)

OFM and SEIU 925 (Cavanaugh, 2008)
10 OFM and SEIU 925 (Cavanaugh, 2010)

Ne
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Child Care Regulations
11. WAC 170-290-0130 - in-home/relative providers

12. WAC 170-290-0125 - Eligible Providers to participate in
Working Connections Child Care (WCCC)
13. WAC 170-296A - Licensing Standards for Licensed Family

Home Child Care
14. WAC 170-296A-5600 - Staff to Child Ratio

Child and Licensed Providers

15. Table 22 - Characteristics of Family Home Providers

16. Table 23 - Characteristics of Owners of Family Homes

17. Table 24 - Median & Average Gross Annual Earnings of
Family Home Providers by Region

18. Table 25 - Median & Average Earnings of Family Home
Providers Overall, and by Years in Business

19. Table 26 - Child Care Availability (Hours of Operation)
by Facility Type

20. Special Needs Care at Centers and Family Homes

21. Table 35 - Family Home Providers Serving Children with
Child Care subsidies by Ethnicity of Provider

22. Figure 18 - Percent of Family Homes with Non-Standard
Hours by Subsidy Status

23. United Way Summary of Working Connections Child Care in

Washington State (September 2012)

Work Force Trends

24. A Woman’s Nation Pushes Back from the Brink: Executive
Summary, Maria Shriver and Center for American Progress
(January 12, 2014) (“Shriver Report”)

25. Figure 4 - Projected Growth by occupation and gender,
2006 - 2016 (Heather Boushey The New Breadwinners
published in Shriver report (September 10, 2009)

26. Table 3 - Occupations with Largest Projected new jobs,

2006-2016 (Heather Boushey The New Breadwinners published
in Shriver report (September 10, 2009)

Child Care Trends - Decreasing Child Enrollment and Number of
Licensed Homes

27. “Caseload Decline 1is Nothing to Celebrate,” Washington
State Budget & Policy Center (2012)

28. Figure 22 - Change in Number of Child Care Facilities by
Type

29. Figure 23 - Change in Number of Children in Licensed Care

by Type
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30. Figure 25 - Number of Centers and Family Homes (1990-
20006) DEL, Licensed Child Care 1in Washington State:
2006 (February 2008)

31. Graph - Crisis in Child Care - Union Analysis of Decreasing
number of Family Child Care Providers (2007-2014)
32. Crisis in Child Care (Power Point)

SEIU 925’s Contract Proposals and Comparables

33. Union’s Collective Bargaining Proposals

34. DSHS Administrative Regions

35. Data - Union’s Comparables (spreadsheets)

36. WAC 170-290-0190 WCCC Authorized and Additional Payments
(Split Days)

37. Enhanced FFN Rate (Oregon DHS Rate Q&A)
38. SEIU Local 503 & Oregon CBA, 2013-15 (Exert) Enhanced FFN
Rate)

Across the Board Rate Increases Support Quality Care

39. Participation Rates 1in Achievers Program - DEL Early
Achievers Data Dashboard (May 31, 2014)

40. WCCC Providers and Children in Early Achievers (OFM
Forecasting Division) pp 17-18

41. Email Sheehan to Karen Hart (August 22, 2014) re: lack of
funding of Needs Based Grants

42. Table - Underspending of WCC Subsidies due to

43. Vacancy Rate (pg 13 of 93) Market Rate Survey

44, Washington State Child Care Industry

45, State Ranks second, 3/18/12

46. Seattle/Bremerton CPI-W, 07/22/14

47. Seattle CPI-W, 2/12/14

48. KC Child Care Crisis

STATE
1. 2013-2015 Oregon/AFSCME Collective Bargaining Agreement
2. Ronnie Sue Johnson Notes
3. WCCC Trends since 2012
4. Contract Rate Increases v minimum wage
5. Settlement Agreement RE: Quality Improvement Awards
Amended, 8/12/2013
6. Tentative Agreement Tiered Reimbursement, 8/12/13
7. Tentative Agreement Base Subsidy Increase, 8/28/13
8. Memorandum of Understanding, 5/1/14
9. Articles within the 2015-2017 CBA for which there has

been Tentative Agreement
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10. Blank
11. Article 12 Subsidy Rates
State’s Last Proposal
Union’s Last Proposal
12. State Protected Position at Mediation
13. Union’s Protected Position at Mediation
14. Blank
15. Washington State Budget Process
16. Economic and Revenue Forecast Council Executive Summary
17. Operating and Capital Budget Instructions (15% reduction)
18. State Budget Update (PowerPoint)
19. Press release, 6/17/14
20. Runzheimer Data - Cost of Living Summary Report, 2014

21. Comparison of Rates for Licensed Family Home Providers
and FFN - Un-adjusted and Adjusted for COL, 2014

22. Quality Awards, Scholarships, Grants (waiting)
23. Percentages of Providers by Rated Level for FCC and CCC

24. History of Family Child Care Subsidy Rate Increases 2005-
2014

25. Historical Subsidy Rate Increases - DEL
26. RCW 43.215.125
27. RCW 43.215.005;43.215.020;43.215.100;43.215.105
28. Code of Federal Regulations
45 CFR 98.1
45 CFR 98.2
45 CFR 98.43
29. Market Rate Percentile
30. Eligibility and waiting lists chart

31. Joint Task Forced on Child Care Improvements for the
Future; Report and Recommendations to the Legislature,
Dec. 2013

32. 2012 WSU Market Rate Survey (Washington State)

33. Child Care Subsidies - A Guide for Licensed and Certified
Child Care Providers

34. Child Care Subsidies - A Guide for Family Friends and
Neighbors Child Care providers

35. Estimated 1Income for Family Home Providers with a
Capacity to care for six (6) children - 2009-2015 (FY 15)

36. Estimated 1Income for Family Home Providers with a
Capacity to care for eight (8) children - 2009-2015 (FY
15)
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37. Annual Income Per Family Home Provider - Showing impact
of Current Contract Rates

38. Child Care subsidy Rates effective January 1, 2015

39. Estimated Costs

40. Source of Revenue for Family Home Child Care Providers
41. Early Learning Overview — Child Care in Washington

42. ESSB 5034 sec 207

43. ESSB 6002.SL Sec 614 Supplemental Operating Budget

44. Cost of Quality Early Achievers - Ann Mitchell Report

45. Moving the Goal Posts - The shift from child care supply
to child care quality

BACKGROUND

The Service Employees International Union, Local 925
represents a statewide bargaining unit made up of licensed and
license exempt child care workers. The Office of Financial
Management of the State of Washington (hereafter “the Employer
or the State) and the Service Employees International Union
Local 925 (hereafter Y“Ythe Union”) are in the process of
negotiating a replacement collective bargaining agreement that
will take effect on July 1, 2015. Unable to reach agreement
on a number of unresolved issues, the parties agreed to submit
the matter to interest arbitration.

Pre-hearing, a copy of a letter dated August 11, 2014 was
provided the Arbitrator. It contained a 1list of issues
certified for interest arbitration by the Executive Director

of PERC, Michael P. Sellars, and 1s provided in accordance
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with WAC 391-55-200(3) (a) . Those issues, as certified, are as

follows:
Article 5 - Union Membership and Union Security
Article 6 - Dues Deductions, Agency Fees and Contributions

Article 12 - Subsidy Rates
Base Rate Increase (Licensed)
Base Hourly Rate Increase (FFN)
Creation of Enhanced FFN Rate
Split Day Child Care

Article 14 - Training and Incentives
STEM Training and Incentives
Professional Development Institute

Reopener to bargain over a WCCC/ECEAP Slot Based Network
and Regional Compression Structure

A  hearing was held Dbefore Arbitrator Timothy D.W.
Williams over a period of four days and in two different
locations. The first two days of hearing, August 25" and
26th, 2014 was held in Tacoma, Washington at the Attorney
General’s Office. The third and fourth days of hearing,
August 27" and 28", 2014 were held in Seattle, Washington at
the offices of Scherwin, Campbell, Barnard, Iglitzin & Lavitt.

At hearing the Parties informed the Arbitrator that the
list of issues had been modified. Article 5, Article 6 and
the STEM Training and Incentives issue had been resolved and
were no longer before the Arbitrator. Two issues,
Professional Development Institute and the Reopener to bargain

over a WCCC/ECEAP Slot Based Network and Regional Compression

Structure were in front of PERC on a claim by the State that

the Union had committed an unfair labor practice in that it
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was pursuing to interest arbitration nonmandatory subjects of
bargaining. By letter dated August 22, 2014 the Parties were
informed by PERC that certification for interest arbitration
of the above two issues was suspended. The Parties reminded
the Arbitrator that in the event that PERC recertifies these
two 1issues, a future interest arbitration proceeding before
him may be necessary.

The hearing proceeded on the four remaining issues all
contained within Article 12 of the CBA. The four issues all
involve matters of compensation where the Union requests new
increases and the State argues against any of the four.

As an interest arbitration proceeding, the case was
conducted wunder the authority of RCW 41.56.465 and RCW
41.56.028, as well as under the requirements of the wvarious
statutory provisions that are referenced within the above two.

At the hearing, the Parties had full opportunity to make
opening statements, examine and cross examine sworn witnesses,
introduce documents, and make arguments 1in support of their
positions. A transcript was made of the full proceeding and,
due to the exemplary effort of the court reporter, each Party
and the Arbitrator had a full copy by Tuesday, September 2,
2014.

At the close of the evidentiary portion of the hearing,

the Parties agreed to provide closing oral arguments.
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Arguments were heard by the Arbitrator on the afternoon of
August 28, 2014. Thus the award, in this case, 1is based on

the evidence and the arguments presented during the hearing.

ARBITRATOR’S AUTHORITY

An Arbitrator’s authority to issue an interest award 1is
generally derived from statute. RCW 41.56.028(2) (d), the
statute covering family child care providers, sets forth that
the “interest arbitration provisions of RCW 41.56.430 through
RCW 41.56.470 and RCW 41.56.480 apply.” RCW 41.56.450
establishes the Arbitrator’s authority to 1issue a binding
decision and sets out the requirements for conducting the
hearing and issuing an award. RCW 41.56.465 requires that the
Arbitrator, in making his or her decision, <consider the
following criteria:

(1) In making its determination, the panel shall be mindful
of the legislative purpose enumerated in RCW 41.56.430
and, as additional standards or guidelines to aid it in
reaching a decision, it shall take 1into consideration
the following factors:

a. The constitutional and statutory authority of the
employer;

b. Stipulations of the parties;

C.

i. For employees 1listed in RCW 41.56.030(7) (a)
through (d), comparison of the wages, hours,
and conditions of employment of personnel
involved 1in the proceedings with the wages,
hours, and conditions of employment of 1like
personnel of like employers of similar size on
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the west coast of the United States;

d. For employees listed in RCW 41.56.030(7) (e) through
(h), comparison of the wages, hours, and conditions
of employment of personnel involved in the
proceedings with the wages, hours, and conditions of
employment of like personnel of public fire
departments of similar size on the west coast of the
United States. However, when an adequate number of
comparable employers exists within the state of
Washington, other west coast employers may not be
considered;

e. The average consumer prices for goods and services,
commonly known as the cost of living;

f. Changes in any of the circumstances under (a)
through (d) of this subsection during the pendency
of the proceedings; and

g. Such other factors, not confined to the factors
under (a) through (e) of this subsection, that are
normally or traditionally taken into consideration
in the determination of wages, hours, and conditions
of employment. For those employees 1listed in RCW
41.56.030(7) (a) who are employed by the governing
body of a city or town with a population of less
than fifteen thousand, or a county with a population
of 1less than seventy thousand, consideration must
also be given to regional differences in the cost of
living.

RCW 41.56.465(4) requires that the Arbitrator, in making
his or her decision for Y“employees listed in RCW 41.56.028,”
additionally consider the following criteria:

(a) The panel [arbitrator] shall also consider:

(1) A comparison of child care provider subsidy rates
and reimbursement programs by public entities,
including counties and municipalities, along the west
coast of the United States; and

(ii) The financial ability of the state to pay for the
compensation and benefit provisions of a collective
bargaining agreement; and

(b) The panel [arbitrator] may consider:
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(1) The public interest in reducing turnover and
increasing retention of child care providers;

(id) The State’s interest in promoting, through
education and training, a stable childcare workforce to
provide quality and reliable child care from all
providers throughout the state; and

(iii) In addition, for employees exempt from licensing
under chapter 74.15 RCW. the State’s fiscal interest in
reducing reliance upon public benefit programs
including but not limited to medical coupons, food
stamps, subsidized housing, and emergency medical
services.

The Arbitrator i1is <charged with the responsibility of
carefully weighing the factors outlined above when rendering
his decision. As he worked his way through the four issues in
dispute, this Arbitrator has faithfully applied the above
criteria. Additionally, he has been careful to give special
consideration to those criteria that were the focal points of
the discussion between the two parties.

RCW 41.56.450 grants the Arbitrator 30 days from the
conclusion of the hearing to make “written findings of fact
and a written determination of the issues in dispute.” The
instant case, however, 1is quite different in that the parties,
at the time that they retained his services, fully informed
the Arbitrator of the need for his written findings by
September 15, 2014. The Arbitrator has worked diligently to
comply with that understanding.

In summary, this document contains the Arbitrator’s final

decision which is based on a thorough review of the
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documentary and testimonial evidence that has been provided, a
careful study of the closing arguments and the faithful

application of the statutory criteria.

HISTORY OF SEIU 925/STATE BARGAINING

SEIU Local 925 represents a statewide Dbargaining unit
made up of licensed family child care providers and unlicensed
child care providers often referred to as Family, Friends and
Neighbors (FFN) . The collective bargaining relationship
between this bargaining unit and the State of Washington is
reasonably new with the inaugural agreement taking effect on
July 1, 2007. The current negotiations are for an agreement
that will take effect on July 1, 2015 and it will be the
Parties’” fifth CBA.

The Parties are not new to the wuse of interest
arbitration as a way to resolve issues that do not yield to
the Parties efforts for a negotiated settlement. This
Arbitrator provided an award that helped bring closure for the
inaugural agreement and Arbitrator Michael Cavanaugh served
for agreements that took effect on July 1, 2009 and July 1,
2011. The Parties successful reached settlement without
interest arbitration for the current CBA.

State subsidized child care is the program that

financially ties the members of the bargaining unit to the
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State. Parents with income low enough to qualify can receive
State subsidy for child care. To be a member of the SEIU
Local 925 bargaining unit, licensed family child care
providers and unlicensed child care providers must accept
subsidized children. Among other issues that are brought to
the bargaining table, SEIU Local 925 negotiates the
compensation that a provider receives when a subsidize child
is provided care.

The Parties instant negotiations are heavily influenced
by work being performed in the Department of Early Learning
(DEL) . The State made clear through its opening statement and
the testimony of Heather Moss, DEL Deputy Director, that
improving the quality of child care is a top priority. The
Department’s efforts, supported by a 60 million dollar federal
grant, are primarily focused on what it calls the Early
Achievers Program.

The following summary looking at the relationship between
the Early Achievers Program and the collective bargaining
process 1s taken primarily from the testimony of Heather Moss.
A major part of Early Achievers 1is the Tiered Reimbursement
Program for licensed family care facilities. The Tiered
Reimbursement Program applies to licensed family child care
providers; not to FFN. It is designed to incentivize quality

child care.
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Licensed family child care providers are not required to
be a part of the Early Achievers Program when they provide
subsidized childcare. While there have been legislative
efforts to make it mandatory, currently joining the Program is
voluntary.

The Tiered Reimbursement Program provides compensation
over and above the base rate; a rate structure that was
negotiated and agreed to by the Union. It has five tiers with
each higher tier reflecting a higher level of quality and
receiving a higher level of compensation. Level 1 is achieved
by receiving a regular license to operate a childcare facility
and by agreeing to accept subsidized payment for services. A
licensed family child care provider moves up to tier 2 when he
or she signs an agreement to be a part of the Early Learning
Program. Upon signing the agreement a provider receives a 2
percent premium on the base rate and has 30 months to complete
the work necessary to be evaluated.

Within the first 30 months an Early Achievers Program
participant goes through a rating process and can be rated as
a 2, a 3, a 4 or a 5. Considerable work 1is involved to
achieve each higher level of rating. A rating of a 2 leaves
the facility with the original 2 percent above base premium.

The premium for a rating of 3 is 4 percent above base, for a
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rating of 4 it is 10 percent above base and a rating of 5 it
is 15 percent above base.

The Tiered Reimbursement Program first took effect on
July 1, 2014 and is currently operating as a pilot program.
It is to be reviewed for its effectiveness by the Parties in
May of 2015. The premium for each tier can be adjusted
through negotiations at that time based on an analysis of
whether the premium is sufficient to encourage participants to
do the extra work. The Parties have agreed to extend the
compensation aspect of the tiered program through the 1°% year
of the new CBA (through June 30, 2016).

The Arbitrator specifically notes that the Parties are in
agreement that negotiations for a successor agreement have
been primarily cooperative with the Parties recognizing that
they have a substantial amount of shared interests 1in
improving the gquality of child care. The Parties, with the
exception of the financial issues contained in Article 12,
have been able to successfully reach agreement on most of the
other issues that have been brought to the bargaining table.
The agreement that was reached on the Tiered Reimbursement
Program 1s a good example of a cooperative negotiation
product. The State, in 1its opening statement, specifically

emphasized that this cooperation included providing 8 million
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new dollars to help resolve issues to include increases in the
healthcare benefit.

The Parties, however, remain in disagreement with regard
to four matters of increased compensation as requested by the
Union. The Union argues for increases while the State takes
the position that it has given all that it 1is capable of
giving while funding the tiered reimbursement program and that
what it has given 1is sufficient to fully meet the criteria
that the Arbitrator is bound to follow. The Arbitrator notes
that the fact that the Parties are divided on these four issue
leads logically to the next section of this award; an issue by

issue discussion and decision.

POSITIONS, ARGUMENTS, OPINION AND AWARD

The Parties are in the ©process of negotiating a
collective bargaining agreement that that will replace the
existing agreement and take effect on July 1, 2015.
Negotiations over the new agreement resolved all matters with
the exception of six issues. Two of the six issues are the
subject of an unfair labor practice charge (ULP) Dbrought by
the State and are suspended from arbitration until the ULP is
resolved by PERC. The remaining four are the issues before
the Arbitrator to be addressed through this award. The

Parties have provided the Arbitrator with their separate
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positions on each of these issues along with evidence and
arguments in support of their positions.

As 1s true in most interest arbitration proceedings, the
record in the instant case 1s voluminous with Dboth Parties
presenting extensive documentary and testimonial evidence.
The Arbitrator has carefully studied the transcript and has
reviewed the documentary evidence. His considerations have
been completed with full consideration for the above stated
statutory criteria. While he has given attention off the cuff
to the whole record, the Arbitrator will not attempt to
provide an exhaustive discussion of all points raised or
respond to every piece of documentary evidence. Rather, his
discussion will focus on those factors for each 1issue that
ultimately were key in determining the award.

The analysis now moves to the discussion and award on the
specific issues. The Union 1is the moving party on all four
issues. The first two involve proposals to raise the base
rate of compensation for both the licensed and unlicensed
providers. Additionally, the Union proposes to add two new
provisions involving compensation: one involving split day
child care and the other involving an enhanced rate for FFN
providers. On each of the four issues the Arbitrator will set
forth the position of the Parties, the basis of the

Arbitrator’s award and the award.
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ISSUE 1

Article 12.1, Subsidy Rate Increases - Licensed Providers

Union’s Proposal:

Base rate increase of 5% effective July 1, 2015.

Employer's Response:

No base rate increase during the life of this agreement.

Analysis:

This award involves a labor contract effective from July
1, 2015 through June 30, 2017. The Union proposes a 5% base
wage 1ncrease for licensed providers effective July 1, 2015
and no additional increases during the life of the agreement.
The State, specifically noting that a 4% increase has been
granted licensed providers on July 1, 2014 and an additional
4% on January 1, 2015, contends that no additional increase 1is
justified during the 1life of the new agreement. The State
also emphasizes that licensed providers have the opportunity
to acquire additional compensation through the Early Achievers
quality enhancing tiered compensation structure. Any new
money, emphasizes the State, should be directed to the tiered
program not to an increase on base compensation.

The Arbitrator notes that a substantial majority of the
Parties’ evidence and arguments focus on the issue of base
rate increases for licensed providers. He carefully reflected

on all of this evidence and arguments and arrives at the
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conclusion that a single base rate increase of 2% is warranted
effective July 1, 2016. The following is a multipoint summary
of the key factors and considerations that led to this
conclusion.

First and foremost, the Parties have agreed to a quality

improvement program previously discussed in this award; a
program that is based on a tiered reimbursement schedule which
operates off the base compensation rates. The idea 1s to
incentivize quality improvement. Licensed providers that
participate in the early achievers program will be compensated
with base rates plus tiered incentives. Not all 1licensed
providers will participate and they will be compensated only
at the base rate.

The Union’s position is that while it fully supports the
tiered incentives it 1is also concerned with maintaining a base
rate sufficient to meet the needs of non-participants and
participants. Moreover, allowing the base rate to deteriorate
by over emphasizing the tiered incentive program is not to the
advantage of the larger program of providing state supported
quality child care as it drives potential providers out of the
market particularly in low income neighborhoods.

The State has a double concern in that it believes that
increases to the base rate diminish the incentive wvalue of the

tiered reimbursement program. And, money assigned to the base

SEIU Local 925/State of Washington Interest Arbitration Award for July 1, 2015, Page -- 19



rate 1s money taken from a limited pot making it more
difficult to fund the tiered reimbursement program.

The important point here 1is that there 1s a necessary
balance Dbetween the Dbase rate and the tiered incentives.
There 1is obviously a need to capture the right Dbalance; a
balance that maintains a viable base rate but one that does
not compromise the incentives contained in the tiered
compensation program. Ms. Moss’ testimony is telling on this
point as she stated:

So you need to keep your base rates at a 1level that

sufficiently pays for child care for children coming into

the system, but then you need to put on top of that

tiered reimbursements that are attractive enough to
encourage providers to move up that scale.

So you have to figure out what the right balance 1is
between a base rate that pays enough for basic child
care, but that also allows for you to build on attractive
Tiered Reimbursement Rates on top of that. (Tr 701)

The Arbitrator emphasizes that his award on this issue
and his further award on Issues 2 and 3 1is his effort to set
the right balance and to do so in the context of the State’s
limited ability to fund any increases in compensation.

Second, since the Union has signed off on the Tiered
Reimbursement Program and has indicated its full support for
making the Program work, the only issue for the Arbitrator is
whether there should be additional money added to the base
during the life of the new agreement. As earlier set forth,

the Arbitrator has determined that adding 2% to the base
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effective July 1, 2016 1is supported by the evidence and by
those criteria that he is bound to utilize.

Both Parties provided extensive comparability data
related to the West Coast Jjurisdictions of Oregon and
California. California data is always difficult to apply, as
noted by both Parties and by this Arbitrator in a prior
decision, because rates are set at the county level. Some
counties, mainly Los Angeles, have a greater population than
the entire State of Washington (by last count 10.02 million wv.
6.97 million) while others are quite small in comparison and
have a singular demographic makeup. Oregon 1is easier to draw
comparisons with but that data involves two  separate
bargaining units.

Most important and what is new to this arbitration award
versus prior interest awards involving this bargaining unit,
it is difficult to make comparisons when the tiered
reimbursement quality incentive program 1is added to the
discussion. Is comparability to be considered only on base
rates or should one take into account compensation available
to licensed providers through tiered incentive payments?
Ultimately the Arbitrator determined that for this award,
where the only issue at dispute is whether to increase the
base rate during the life of the agreement, the 75% factor

thoroughly discussed by both Parties is the critical point and
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that the 75% factor should be related to the base rate not to
the tiered quality incentives.

The 75% factor 1s related to the ability of parents to
choose an appropriate childcare facility; options need to be
available. The State rate needs to be high enough so that 75%
of the providers will accept that payment for services. In
other words, base rates need to be kept high enough as to not
permit the available options to parents to substantially
shrink. While California comparables are not particularly
helpful on this point, Oregon comparables are since in that
state the 75% rate is specifically pegged to the collective
bargaining agreement. Since there 1is no dispute that
Washington’s rates struggle to achieve the 75% level, the
Arbitrator finds that some increase in base rate is justified.

Another factor considered by the Arbitrator is that the
State placed a heavy emphasis on the conclusion in the Anne
Mitchell report that “base subsidy rates do not need to be
increased” (S 44, P 32). The Arbitrator carefully studied
this report and has a number of concerns as it applies to base
rates effective during the 2015 - 17 CBA. For one thing, the
date of the report is October 21, 2013 and the Arbitrator is
concerned about the appropriate rate in 2016-17 some three

years later. For another, the report does not provide an

actual number to use to determine whether the base 1is

SEIU Local 925/State of Washington Interest Arbitration Award for July 1, 2015, Page -- 22



sufficient or at what point there needs to be a raise in the
base. Thus the Arbitrator returns to the 75% figure, the
number recommended by Federal regulations. The Arbitrator is
convinced that the 75% figure fully Jjustifies his 2% increase
effective July 1, 2016.

Finally, the Arbitrator did give full consideration to
the extensive presentation put on by the State with regard to
its Dbudgetary concerns. Bluntly stated, the Arbitrator
tempered his award with this information because he found it
fully credible. He is convinced that had the 75% figure been
rigorously applied, the base rate increase would have to have
been substantially larger.

The simple fact is that the State has taken a very
aggressive posture with regard to funding some substantial
improvements 1in how child care 1s ©provided. In the
Arbitrator's wview, the State 1is to Dbe applauded for its
national leadership on the matter of early child 1learning.
The State’s efforts, however, are costly, they are in part
supported by a large federal grant which will expire in the
near future and the State provided convincing evidence that
there should be no expectation that it can draw from a large
pot of money as revenue 1is expanding slowly while costs are

expanding more rapidly. These facts were given full

SEIU Local 925/State of Washington Interest Arbitration Award for July 1, 2015, Page -- 23



consideration by the Arbitrator in making his determination on

this and the other issues in dispute.

Arbitrator's Award:

Base rate increase of 2% effective July 1, 2016.

ISSUE 2
Article 12.1, Subsidy Rate Increases FFN

Union’s Proposal:

Base hourly rate increase of 5% effective July 1, 2015.

Employer's Response:

No base hourly rate increase during the 1life of this
agreement.

Analysis:

Unlicensed providers otherwise known as family, friends
and neighbors (FFN) are a significant presence within the
instant bargaining unit. Compensation to these providers 1is
on a straight hourly basis with one rate for the first child
and a lesser rate for a second child. The base compensation
rate for FFNs was increased by 4% on July 1, 2014 and will be
increased another 4% on January 1, 2015.

The Union has requested a single increase to the base
rate during the new agreement of 5% effective July 1, 2015.
The State strongly argues against granting FFNs any increase

during the term of the new agreement. Ultimately, having
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carefully studied the Dbasis for each party’s position, the
Arbitrator is awarding a one-time 2% increase effective July
1, 201le. The basis for this award is summarized in the
following multipoint analysis.

The Arbitrator notes that the FFN’s compensation 1is
distinctly separate from that of licensed providers - a
straight hourly basis vs. a complex compensation schedule.
Yet historically compensation for FFNs has kept pace with the
licensed providers. For example, the last three FFN increases
were 2%, 4% and the 4% that will occur on January 1, 2015.
These increases were all similar to those given the licensed
providers.

Also, as a new source of compensation, licensed providers
can now sign up for the Early Achievers Program and receive a
2% of Dbase premium for doing so. As discussed below, the
Arbitrator 1is awarding an FFN enhanced rate of 2% effective
July 1, 2015. In both cases, the increased compensation is
not automatic - it has to be earned, and it is a quality
improvement incentive.

The Arbitrator's award of a 2% base increase effective
July 1, 2016 mirrors that awarded the licensed providers and
the above analysis provided in support of the increase given
the licensed providers applies here and does not need to be

repeated. The Arbitrator will, however, emphasize the fact
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that the FFN compensation increase he 1s awarding is almost
two vyears in the future and reflects his concern that the
State not fall behind both with regard to comparability and
cost-of-1living increases.

With regard to FFNs and using its own comparability data,
the State acknowledges that it is somewhat ahead of California
and behind Oregon (Tr 723). In the Arbitrator's wview, the
comparability evidence does not support an increase the first
year of the new agreement particular in light of the
Arbitrator's award of a 2% enhance rate for FFN’s effective
July 1, 2015. But, this same evidence raises questions about
a 0% increase for the entire two years of the new agreement.
While it is somewhat a matter of conjecture, it does not seem
logical to assume that the State of Oregon and the State of
California will provide no 1increases to comparable FFNs
through June 30 of 2017. Any increases granted by those two
states will logically erode the State’s comparability
standing.

Likewise, while cost-of-living increases have been
modest, they are consistent and show a gentle upward trend (U
46 and 47). The Arbitrator is convinced that providing no
increase during the new CBA will ultimately mean that
compensation granted to FFNs will regress versus increases to

the cost-of-living.
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In summary, it 1s the Arbitrator’s conclusion that
comparability data and potential increases to the cost of
living Jjustify the 2% increase to FFN base compensation

effective July 1, 2016.

Arbitrator's Award:

Base hourly rate increase of 2% effective July 1, 2016.

ISSUE 3
12.5 Enhanced FFN Hourly Rate

Union’s Proposal:

Create an enhanced hourly rate of 5% over base for all
FFN Providers that:

e Complete 2 hours training child abuse and neglect
e Certification in Infant and Child CPR and First Aid

e 8 hours additional training related to child care
issues every 2 years

Employer's Response:

The State is opposed to this new provision.

Analysis:

This is an 1issue specific to FFN providers. As noted
above, FFNs and licensed providers will have received base
rate increases of 2%, 4% and 4% by the end of the current CBA
(June 30, 2015). Licensed providers, however, have the
opportunity to sign up for the Early Achievers Program and
receive an additional 2% base rate increase not available to a

FFN. Based on the evidence and arguments, the Arbitrator
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finds adequate reason to grant the Union’s request for an
incentive base rate increase provided to FENs but at the rate
of 2% not 5%.

A primary factor leading to this conclusion is the strong
emphasis that the State has placed on incentivizing quality
improvement. A substantial amount of subsidized child care is
provided by FFNs. The State has also emphasized that it wants
to incentivize a high standard of quality and that part of its
resistance to the Union’s proposal was that the quality
standard was not high enough. The Arbitrator specifically
notes the testimony of Janetta Sheehan, who served as the
State’s negotiator on this issue, regarding the State’s
unwillingness to agree to the Union’s proposal. She stated:

So our counter proposal to that, as part of our package

proposals, was to also have what the equivalent of the

two hours of child abuse training, the infant and child

CPR and first aid, but we wanted the basic training,
which actually incorporates the child abuse and neglect

training into it. And that’s a little bit more of an
intensive training and so that’s - that’s the training we
wanted. And we could never come to an agreement on the
training aspects of this, and so our -- our final
protected position did not include any language having to
do with enhanced FFN. (Tr 504)

On reflection, the Arbitrator concurs with the State as
to the work that would justify receiving an enhanced rate -
complete 30 hours (Tr 513) of Dbasic training. He has

incorporated this conclusion into the award.
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Finally, the Union requests a 5% above base enhanced rate

but the Arbitrator 1s awarding only 2%. The Arbitrator's
award reflects two basic considerations. The first 1is the
State’s limited financial resources as discussed above. A 5%

increase 1is too much when viewed in 1light of the State’s
budgetary concerns.

The second consideration 1is the fact that the Early
Achievers Program signup bonus available to licensed providers
is only 2% and, once rated, if the provider stays at level 2
then the incentive also remains at 2%. In the Arbitrator's
view, the quality requirements for an FFN to receive the
enhanced rate are not greater than the requirements for a
licensed provider to be rated at a level 2. Therefore, there
is a basic equity in setting the enhanced rate for FFN at 2%.

Finally, the Arbitrator gave careful consideration to the
State’s argument that there are already incentives that have
been agreed on for an FFN to take needed training. The
Arbitrator carefully reviewed this argument and the Parties’
agreements but finds that much of what has been agreed to 1is
cost reimbursement not incentive dollars. It appears that
some of the “$500 incentive” does genuinely serve as an
incentive as opposed to cost reimbursement but there are FFN’s

time considerations and other factors that lead the Arbitrator
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to conclude that there is not an unwarranted duplication when

an enhanced rate is added to the CBA.

Arbitrator's Award:

Effective July 1, 2015, create an enhanced hourly rate of
2% over base for all FFN Providers that:

e Complete 30 hours basic training as set by the State

e Are certified in Infant and Child CPR and First Aid

e Obtain 8 hours additional State approved training related to
child care issues every 2 years following the completion of
basic training

ISSUE 4
12.6 Split Day Child Care for Licensed Providers

Union’s Proposal:

For all children that attend child care twice in one day,
for less than 5 hours total per day, the provider will
receive a full day subsidy.

Employer's Response:

This 1is an entirely new provision proposed by the Union
and the State is opposed to it.

Analysis:

The Arbitrator begins his analysis of this issue by
noting that the Parties view the matter from an entirely
different perspective. From the ©Union’s ©perspective a
licensed provider loses income when 1t accepts a child who
will come twice in the same day but for a total time of five
or fewer hours. The provider is only able to bill for a half
day but must use a full day slot - a loss of a half day of

income. The loss of income, of course, would not occur if the
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provider could find a second child to use the hours available
when the first child is not present; a rare happening.

From the State’s perspective, if it granted the Union’s
request, 1t would be paying for a full day of child care when
only a half day was being provided. Or, as Ms. Moss
testified, accepting the Union’s proposal means that the State
would be “doubling the cost for some “X” factor of children”
(Tr 343) but without actually having any additional child care
provided.

The Arbitrator carefully studied both Parties cases on
this issue and shares the Union’s concern over the potential
loss of income. The Arbitrator notes that much of the State’s
analysis of potential income is based on a provider having a
full census (if six slots then all six slots are filled). A
split care child obviously begins to erode a provider’s
potential income.

However, while the Arbitrator shares the Union’s concern
on this issue, the State has made a compelling case that any
change of this nature needs additional study, discussion and
work on operational protocols by  which it could Dbe
administered. The simple fact is that labor negotiations are
not a onetime event and oftentimes 1issues with merit are
raised during one Dbargaining session, withdrawn and then

reintroduced during the negotiations for a successor

SEIU Local 925/State of Washington Interest Arbitration Award for July 1, 2015, Page -- 31



agreement. Simply put, the Arbitrator does not find the time

ripe to award in the Union’s favor on this issue.

Arbitrator's Award:

The Arbitrator concurs with the State and does not award
the Union’s proposal for a full day’s compensation
whenever a child receives care twice in one day but for
less than five total hours.
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AWARD SUMMARY
ISSUE 1

Article 12.1, Subsidy Rate Increases - Licensed Providers

Arbitrator's Award:

Base rate increase of 2% effective July 1, 2016.

ISSUE 2
Article 12.1, Subsidy Rate Increases FFN

Arbitrator's Award:

Base hourly rate increase of 2% effective July 1, 2016.

ISSUE 3
12.5 Enhanced FFN Hourly Rate

Arbitrator's Award:

Effective July 1, 2015, create an enhanced hourly rate of 2%
over base for all FFN Providers that:

e Complete 30 hours basic training as set by the State
e Are certified in Infant and Child CPR and First Aid

e Obtain 8 hours additional State approved training related to
child care issues every 2 years following the completion of
basic training

ISSUE 4
12.6 Split Day Child Care for Licensed Providers

Arbitrator's Award:

The Arbitrator concurs with the State and does not award the
Union’s proposal for a full day’s compensation whenever a child
receives care twice in one day but for less than five total
hours.

This interest award is respectfully given on this the 19th day of
September, 2014 by,

Timothy D. W. Williams
Arbitrator

SEIU Local 925/State of Washington Interest Arbitration Award for July 1, 2015, Page -- 33



Ross, Lorene (PERC)

From: Bradley, Jessica (PERC)

Sent: Wednesday, December 24, 2014 4:44 PM

To: PERC, Filing (PERC)

Cc: Duffield, Robbie (PERC)

Subject: FW: Arbitration award in STATE - FAMILY CHILD CARE PROV 26672-1
Attachments: Interest_Arb_Award_Childcare.pdf

Please add this award to the case file. It should also get posted on the website and shared with the mediators.

Thanks!
Jessica

From: Sheehan, Janetta (OFM)

Sent: Wednesday, December 24, 2014 3:22 PM

To: Bradley, Jessica (PERC)

Subject: RE: Arbitration award in STATE - FAMILY CHILD CARE PROV 26672-I

Jessica — did anyone send you the award? Here it is:

Jenny Sheehan

Janetta E. Sheehan

Labor Negotiator

Labor Relations Section/State Human Resources

Office of Financial Management

MS 43113, Olympia 98504-3113

(360) 725-5160

FAX (360) 586-0793

e-mail: janetta.sheehan@ofm.wa.gov

é Please save paper by printing only when necessary.

From: Bradley, Jessica (PERC)

Sent: Monday, December 08, 2014 3:09 PM

To: Sheehan, Janetta (OFM); Robert Lavitt

Cc: Jennifer Woodward

Subject: Arbitration award in STATE - FAMILY CHILD CARE PROV 26672-I

Hello,
I am writing to follow up on the status of this interest arbitration case. Did an arbitration hearing take place?
If an award was issued, please submit the arbitration award to PERC.

Thank you,

ULP Manager, Trainer, Records and Compliance Officer



Public Employment Relations Commission
(360) 570-7322



