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Child Care and Development Fund Waiver Request
Discussion Paper

Background

On Thursday March 1, 2024, the Office of Child Care (OCC) published the 2024 CCDF Final
Rule, Improving Child Care Access, Affordability, and Stability in the Child Care and
Development Fund. OCC noted that several of the new regulatory requirements will take time
for states to implement and directed states to request waivers of up to two years. OCC issued
instructions to states on the submission of waivers, and on the submission of an amendment to
the state’s CCDF State Plan through a new Appendix 1 (Program Instruction ACE-OCC-CCDF-
P1-24-03 and Program Instruction Program Instruction CCDF-ACF-PI1-2024-01).

In addition, on April 1, 2024, OCC issued their Preliminary Notice of Noncompliance, based on
their monitoring review of Texas’ CCDF program. OCC identified one area that TWC must
address, through a Corrective Action Plan, regarding the length of time that siblings who are
added to cases will receive child care. TWC has previously submitted the Corrective Action
Plan, and is now being requested to incorporate this into the CCDF State Plan’s new Appendix 1.

On June 18, 2024 the Texas Workforce Commission’s (TWC) three-member Commission
(Commission) considered the Child Care and Development Fund Discussion Paper for the Final
State Plan for Fiscal Years 2025-2027, and approved the Child Care and Development Fund
(CCDEF) State Plan for Fiscal Years 2025-2027. The CCDF State Plan must be amended, to add
a new Appendix 1, outlining the waiver and corrective action plans for the state.

Issue 1: Waivers

Wavier 1: Waiver of Some Grants or Contracts for Direct Services for Infants and Toddlers,
Children with Disabilities, and Children in Underserved Geographic Areas

The 2024 CCDF Final Rule requires states to provide direct child care services through “some”
grants and contracts for infants and toddlers, children with disabilities, and in rural areas.

House Bill (HB) 680, 86th Texas Legislature, Regular Session (2019), added §302.0461 to the
Texas Labor Code, allowing Local Workforce Development Boards to contract with Texas
Rising Star programs to reserve slots to provide child care services for children participating in
the child care subsidy program. TWC’s current Child Care Services Rules include provisions for
contracted slot agreements for children in child care deserts and underserved areas, and for
infants and toddlers. However, these rules do not explicitly extend to contracted slot agreements
for children with special needs.

On July 9, 2024, TWC’s three-member Commission adopted final rule amendments to add
children with disabilities as a priority population that can be served using contracted slots
agreements. The amended language complies with the recently amended CCDF regulations in
CFR 45 898.30(b)(1) and §98.50(a)(3), which requires states to increase the use of grants or
contracts for the delivery of child care services, including for children in underserved areas (such
as child care deserts), for infants and toddlers, and for children with disabilities. The adopted
final rule is effective January 13, 2025.
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While TWC rules support the use of contracted slots, no such contracts are in place in the state
currently. TWC is planning changes to the subsidy case management system to better support
contracted slots; these changes are planned to be complete within the first half of FFY’25. This
waiver will provide TWC with the necessary time to complete system changes and to implement
strategies that increase the use of contracts.

Effective Dates: April 30, 2024, through April 30, 2026

Waiver 2: Waiver of Co-payments Capped at 7% of Family Income
The 2024 CCDF Final Rule requires states to cap the parent co-pay at 7 percent per family,
regardless of the number of children in care.

On July 9, 2024, TWC’s Commission adopted rule amendments to limit all co-payment amounts
to align with the recently amended CCDF regulations in CFR 45 § 98.45(b)(5) and 8§ 98.45(1)(3),
which require states to ensure that the co-payment for families does not exceed 7% of their
income, regardless of the number of children in care. This rule change will be implemented with
the full statewide implementation of TWC’s new subsidy case management system.

Texas’s case management system cannot guarantee that a family’s co-payment will not increase
under the new methodology. Implementing the new methodology for all families simultaneously
may result in unintended increases in some families' co-payment amount. To prevent this, the
new co-payment calculations will be phased in as new families enroll in the program or existing
families recertify their eligibility effective January 13, 2025. Parents may request a review of
their co-payment if they believe it would be lower under the new statewide policy prior to full
implementation of the new methodology. If a parent requests a review, their co-payment will be
reduced to the new statewide rate if that rate is lower than the parent’s previously assessed co-
payment.

To accommodate this rolling implementation of the new statewide co-payment methodology,
TWC seeks temporary relief from the requirement to cap co-payments at 7% of income for all
families, regardless of the number of children in care. Based on eligibility recertification time
frames, TWC anticipates that all families will have copays that meet the federal requirement by
February 1, 2026.

Effective Dates: April 30, 2024 — January 13, 2026

Waiver 3: Waiver of Paying Providers Prospectively

The 2024 CCDF Final Rule requires states to pay providers prospectively, in accordance with
generally accepted payment practices in the private market and better reflects the fixed costs of
child care.

On September 13, 2022, the TWC’s Commission amended the Child Care Services Rules to
provide regulated child care providers with prospective payments every two weeks based on
enrollment. However, TWC’s legacy case management system lacks the capability to facilitate
prospective payments. This rule change will be fully implemented upon the statewide
implementation of TWC’s new subsidy case management system on January 13, 2025. This
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waiver will grant TWC the necessary time to complete the transition to the new case
management system and to implement prospective payments to providers effectively.

Effective Dates: April 30, 2024 — January 13, 2026

Issue 2: Corrective Action Plan for Siblings added to an Existing CCS Case

During the most recent OCC monitoring review of Texas’ CCDF program, OCC noted concerns
with TWC’s implementation of 12-month eligibility determination and re-determination in
accordance with 45 CFR 98.21(a)(1).

OCC cited concerns regarding TWC’s processes for adding a sibling to a family’s existing case.
TWC’s current child care case management system was designed to establish 12-month
eligibility periods based upon a family’s eligibility. Additional children added to a case were
added based upon the pre-existing 12-month eligibility period. This was done to create family-
friendly policies that aligned all children’s redetermination date. TWC is in the process of
launching a new child care case management system, TX3C, in January 2025. Effective with the
launch of TX3C, all new children enrolled in CCS, including siblings added to an existing case,
will receive 12-months of child care.

Decision Point

Staff recommends that the Commission approve the three waivers, and the one corrective action
plan outlined above, for submission to the federal Office of Child Care, through an amendment
to the CCDF State Plan, in a new Appendix 1 (see Attachment 1).
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Attachment 1

OMB Control No: 0970-0114
Expiration date: 03/31/2027

THE PAPERWORK REDUCTION ACT OF 1995 (Pub. L. 104-13)

The purpose of this information collection is the application for CCDF funds and provides ACF
and the public with a description of, and assurance about, the States’ and Territories’ child care
programs. Public reporting burden for this collection of information is estimated to average 150
hours per response, including the time for reviewing instructions, gathering, and maintaining the
data needed, and completing the form. This is a mandatory collection of information (Pub. L.
113-186), and 42 U.S.C. 9858.

An agency may not conduct or sponsor, and a person is not required to respond to, a collection
of information subject to the requirements of the Paperwork Reduction Act of 1995, unless it
displays a currently valid OMB control number. The OMB # is 0970-0114 and the expiration
date is 03/31/2027. If you have any comments on this collection of information, please contact
ACF’s Office of Child Care.
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Appendix 1: Lead Agency Implementation Plan
for

State/Territory Texas
FFY 2025 - 2027

Version: Initial Plan

Plan Status: Approved as of 2024-11-09 00:49:24 GMT

For each non-compliance, Lead Agencies must describe the following:

e Action Steps: List the action steps needed to correct the finding (e.g., update policy manual,
legislative approval, IT system changes, etc.).

o Expected Completion Date: List the expected completion date for the action step.

e Overall Target Date for Compliance: List date Lead Agency anticipates completing
implementation, achieving full compliance with all aspects of the findings. (Note: Compliance will
not be determined until the FFY 2025-2027 CCDF Plan is amended and approved).
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ELIGIBILITY AND ENROLLMENT: CONTINUITY OF CARE (12-MONTH ELIGIBILITY)

Reason(s) for non-compliance:

* The Lead Agency does not always provide a minimum 12-month eligibility period for
each child, as required by 98.21(a)(1). (Plan Questions 2.5.2a and 2.5.2¢)

Overall Target Completion Date: January 13, 2026

Action Step Action Step Description Target Completion
Number Date
1 Board staff members will manually adjust the family’s January 13, 2025

eligibility redetermination date in Texas Child Care
Connection (TX3C) when a new child in care results in
an extended eligibility period.

2 Al children in families with siblings added to an existing January 13, 2026
CCS case will have a full 12 months of authorization.
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EQUAL ACCESS: AFFORDABILITY

Reason(s) for non-compliance:

* The Lead Agency does not limit all family co-payments to seven percent or less of
family income, as required by 98.45(1)(3). (Plan Question 3.1.1a)

Overall Target Completion Date: January 13, 2026

Action Step Action Step Description Target Completion

Number Date

1 TWC will implement new co-payment methodology with January 13, 2025
the launch of TX3C.

2 All family co-payments will not exceed 7% of family January 13, 2026
income.
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EQUAL ACCESS: PAYMENT PRACTICES

Reason(s) for non-compliance:

* The Lead Agency does not pay all provider types prospectively or alternatively does
not demonstrate that it is not a generally-accepted practice for all provider types, as
required by 98.45(m)(1). (Plan Question 4.4.1a)

Overall Target Completion Date: January 13, 2026

Action Step Number

Action Step Description

Target Completion
Date

providers) are paid prospectively every two weeks
based on enroliment.

1 Boards will begin paying regulated providers January 13, 2025
prospectively every two weeks based on enroliment
with the launch of TX3C.

2 All regulated providers (not including relative care January 13, 2026
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EQUAL ACCESS: PROVIDER OPTIONS FOR PARENTS

Reason(s) for non-compliance:

* The Lead Agency does not provide grants or contracts for direct services for infants
and toddlers, for children in underserved geographic areas, and for children with
disabilities, as required by 98.30(b)(1). (Plan Questions 4.1.1c and 4.5.1i)

Overall Target Completion Date: April 30, 2026

Action Step
Number

Action Step Description

Target Completion
Date

1

TWC Child Care Rules (8809.96) was updated effective
July 29, 2024, to allow Boards to contract with providers
for direct services for children with disabilities.

TWC Child Rules already allowed for Boards to contract
with providers for direct services for infants and toddlers
and for children in underserved geographic areas.

July 29, 2024

Develop program parameters for a new statewide
initiative to contract for direct services for infants and
toddlers, for children in underserved geographic areas,
and for children with disabilities.

May 30, 2025

TWC will update the case management system to allow
Boards to manage contracts for direct services.

August 31, 2025

Implement contracts for direct services for infants and
toddlers, for children in underserved geographic areas,

and for children with disabilities.

April 30, 2026
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