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Board Contract Year 2026 & 2027 Child Care Targets
Average Number of Children Served per Day
Discussion Paper

Background

The Texas Workforce Commission’s (TWC) three-member Commission (Commission) sets
performance standards and targets for the Local Workforce Development Boards (Boards).
TWC staff have developed recommendations for the Board Contract Year 2027 (BCY’27)
Average Number of Children Served per Day performance measure.

Issue 1 — Developing Discretionary and Mandatory Targets for Average Children Served
per Day for BCY’27

Boards are required to serve mandatory populations in the Child Care Services (CCS) program.
These include Choices customers, SNAP E&T customers, and Former-DFPS customers.
Because Boards are required to enroll these customers, they are not able to manage this portion
of their allocation. In recognition of this, TWC is providing Boards with a separate estimated
number of Mandatory children that will be served in CCS. TWC is also developing a new stand-
alone contract for CCS Mandatories. Boards will be reimbursed based upon the actual number
of Mandatory customers that are served.

TWC will also provide Boards with a target for Discretionary CCS children. Boards are
responsible for managing their enrollments of Discretionary children based upon their available
Discretionary allocation.

Issue 2— Average Number of Children Served Per Day Performance Target for BCY’27

On June 2, 2026, the Commission approved a BCY’27 child care allocation. And on July 21,

2026, the Commission approved a Supplemental BCY 27 Child Care Allocation. Based upon
the supplemental allocation, the BCY’27 child care allocation totals $1.466 billion.

TWC staff have developed recommendations for the BCY’27 Average Number of Children
Served per Day performance measures tolling:

e 132,689 target for Combined CCS
o 120,202 target for Discretionary CCS
o 12,487 estimate for Mandatory CCS

The allocation is available to support (1) Direct Care, (2) Quality Activities, and (3) Admin/Ops.
To set targets, we must consider amounts attributable to each of these areas.

Target Setting Process Overview (see Attachment 1)
1) Child Care Allocations are approved by the Commission.

2) 2% of amount approved for Board Allocations are reserved for Quality Activities (as
required by Texas Government Code §2308.317(¢)).

Note: The Commission also approved an additional 4% of the total amount available for
Child Care Allocations for quality improvement. These funds are distributed and
available for specified quality improvement activities. These funds increase the total
BCY’27 amount for quality to 6%.

3) Once the 2% quality funds are removed from the total allocation, the remainder of the
funds are available to support Admin/Ops (administrative and operational expenses), and
Direct Care.
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https://www.twc.texas.gov/sites/default/files/ogc/mtg25/commission-meeting-material-072126-item16d-fy2027-allocations-cc-supplemental-twc.pdf
https://statutes.capitol.texas.gov/Docs/GV/htm/GV.2308.htm#2308.317
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Admin/Ops — TWC reviewed actual BCY’26 admin/ops costs through May 2026, and
then used a straight-line estimation to determine how much the Boards are expected to
spend in total in BCY26. TWC then increased the Admin/Ops assumption by 3 percent,
in order to account for increased costs associated with program integrity improvements.

Estimating the Direct Care Costs - Each Board case mix requires estimating 320
combinations of:
a. Provider Type (Licensed Center, Licensed Home, Registered Home, & Relative
Care);
b. Certification Type (Regular, Texas Rising Star 2, 3, or 4-Star, or Texas School
Ready);
c. Age of Child; and
d. Duration (full-time or part-time).

Because the 87" Texas Legislature passed legislation that requires all TWC CCS
providers to become Texas Rising Star certified, our current case mix model assumes a
60% reduction in regular care (non-Texas Rising Star) in BCY’27.

The Commission previously approved the Setting Minimum Threshold for Child Care
Rates for Board Contract Year 2025 and Subsequent Years Discussion Paper. This
approval established the TWC policy for setting base Child Care Services (CCS) rates,
using 75" percentile of the most recent Market Rate Survey (MRS), as well as using data
from the Cost of Quality report. The approval was effective for BCY25 and subsequent
years.

We estimate the average cost per day for a unit of child care for each Board using each
Board’s maximum reimbursement rates, parent share of cost (PSOC) estimates, and the
average proportional difference between maximum reimbursement rates and providers’
published rates (because TWC pays the lesser of the maximum reimbursement rate or the
provider’s published rate).

The affordable number of kids per day (Allocation Target) is calculated by dividing the
total amount available by the average system cost per unit and then again by the number
of child care days in the year (261days for BCY’27).

Target Setting Assumptions for Admin/Ops — TX3C School Calendar Issue

TWC will be holding Boards accountable, through an adjustment in their assumed Admin/Ops,
for errors that were made based upon Board/child care contractors incorrectly setting up School
Calendars in TX3C. This resulted in incorrect overpayments to CCS providers. TWC will be
reducing the Board’s assumed Admin/Ops amount based upon the amount of the Boards error
(overpayment). This reduction in the Board’s assumed Admin/Ops will result in more funds
being available to serve more children in care.
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This lowers the assumed Admin/Ops assumption from $134.8 million to $134.0 million.
Most Boards have less than a 1% reduction. (For those with larger amounts, we are
capping the Board’s A/O reduction at 3%, so no Board’s assumed Admin/Ops will be
decreased by more than 3%.)

The total amount of the assumed Admin/Ops reductions is $847k. (These funds will now
be assigned targets.)
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https://www.twc.texas.gov/sites/default/files/ogc/mtg24/commission-meeting-material-091024-item9-dp-bcy25-cc-minimum-rates-twc.pdf
https://www.twc.texas.gov/sites/default/files/ogc/mtg24/commission-meeting-material-091024-item9-dp-bcy25-cc-minimum-rates-twc.pdf
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Mid-Year Review Process, and End of Year Reconciliation Process Overview

In BCY’23, TWC began a mid-year review of the Board’s child care target and actual average
cost for CCS child care. This mid-year review process allows the Commission to determine if
the Boards can continue to meet their CCS targets, based upon updated average cost data. If
average costs have changed significantly, the Commission may need to lower a Board’s target, or
provide the Board with additional funds. TWC staff again recommend that we conduct a mid-
year review of the BCY’27 child care targets, analyzing more recent data, and presenting
recommendations to the Commission in early calendar year 2027.

In BCY’23, TWC also began a year-end reconciliation process, to determine if the average cost
of care continued to increase in the months following the mid-year review. Staff recommends
that we continue this process in BCY’27.

Issue 3— Average Number of Children Served Per Day Performance Target for BCY’26
The total number of children that TWC can serve is declining from BCY’26 to BCY’27, from
146,736 average children per day to 132,689 average children per day. In order to provide
Boards with a performance framework that allows them to gradually reduce the number of
children they are serving at the end of BCY 26, without being considered at Not Meeting
Performance, staff recommends that the Commission modify the Boards BCY 26 targets if their
BCY’27 target is lower (which is the case all Boards with the exception of North Central Texas).

If TWC does not modify the BCY’26 target, the Boards will have an incentive to continue to
enroll more children, in order for TWC to consider them to be Meeting Performance. This will
exacerbate the impact of next year’s lower target, as the Board will enter BCY’27 with
significantly more children enrolled versus their new target.

Attachment 3 highlights the changes for each Board’s BCY 26 target, now totaling 132,121,
which will be effective with the July 2026 MPR.

Decision Point :
Staff recommends the following.

e For the Average Number of Children Per Day Target:

o Set BCY’27 targets, totaling 132,689 average children per day as described in the
above methodology, and as outlined in Attachment 2.

e Conduct a mid-year review, and bring forward recommendations to the Commission for
any adjustments in allocations or targets in early calendar year 2027; and

e Authorize staff to conduct an end of year reconciliation as follows:

o Review updated CCS data throughout the end of the year, following the mid-year
review;

o Reconcile the actual average cost at the end of the year; and

o Distributing funding to Boards whose average daily rates have increased and who
do not have sufficient funding to meet their approved target.

e Modify the BCY’26 Average Number of Children per Day Target, to the BCY’27 Target,
for all Boards who have a lower target in BCY’27 (all Boards with the exception of North
Central Texas who has a higher target in BCY’27). The updated target will go into effect
with the issuance of the July 2026 MPR. See Attachment 3.
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BCY’27 Child Care Target Factors

Attachment 1

Total Admin
Mand. Amount Ops Mand.
Total Amount Available to Discr. Amount Assumption A/O as % of Forecasted
BCY27 BCY27 Total BCY27 Available to Operate Operate the Available to Operate | (with school Total (with Total Forecasted | Amount Minus | Disc. Forecasted
BCY27 Base Mandatory Discretionary 2% Quality the Subsidized CC Subsidized CC the Subsidized CC cal. school cal. Amount Minus Admin Ops Amount Minus
# Bd Allocation Allocation Allocation Allocation Program Program Program adjustment) Adjustment) Admin Ops Cost Cost Admin Ops Cost
1 Panhandle $22,464,020 $1,501,548 $20,962,472 $468,000 $21,996,020 $1,450,670 $20,545,350 $2,083,237 10.14% $19,912,346 $1,450,670 $18,461,676
2 South Plains $22,686,950 $3,803,123 $18,883,827 $472,645 $22,214,305 $3,751,739 $18,462,566 $1,842,092 9.98% $20,359,221 $3,751,739 $16,607,482
3 North Texas $10,245,065 $908,109 $9,336,956 $213,439 $10,031,626 $884,905 $9,146,721 $1,725,477 18.86% $8,299,430 $884,905 $7,414,525
4 North Central $103,379,902 $12,994,304 $90,385,598 $2,153,748 $101,226,154 $12,760,158 $88,465,996 $8,857,454 10.01% $92,237,757 $12,760,158 $79,477,598
5 Tarrant $96,838,164 $18,234,738 $78,603,426 $2,017,462 $94,820,702 $18,015,410 $76,805,292 $8,572,641 11.16% $86,234,827 $18,015,410 $68,219,417
6 Dallas County $143,491,483 $15,482,953 $128,008,530 $2,989,406 $140,502,077 $15,157,959 $125,344,118 $11,168,622 8.91% $129,299,311 $15,157,959 $114,141,352
7 North East $14,355,615 $1,437,598 $12,918,017 $299,075 $14,056,540 $1,405,084 $12,651,456 $1,457,441 11.52% $12,594,524 $1,405,084 $11,189,441
8 East Texas $42,407,696 $3,340,854 $39,066,842 $883,494 $41,524,202 $3,244,805 $38,279,397 $6,640,336 17.35% $34,876,344 $3,244,805 $31,631,539
9 West Central $15,088,861 $1,040,951 $14,047,910 $314,351 $14,774,510 $1,006,777 $13,767,733 $1,965,107 14.27% $12,790,435 $1,006,777 $11,783,659
10 Borderplex $55,355,172 $2,970,726 $52,384,446 $1,153,233 $54,201,939 $2,845,352 $51,356,587 $8,003,199 15.58% $45,951,219 $2,845,352 $43,105,867
11 Permian Basin $25,684,232 $684,762 $24,999,470 $535,088 $25,149,144 $626,590 $24,522,554 $2,720,330 11.09% $22,373,732 $626,590 $21,747,141
12 Concho Valley $6,724,489 $489,534 $6,234,955 $140,094 $6,584,395 $474,303 $6,110,092 $1,125,907 18.43% $5,457,330 $474,303 $4,983,027
13 Heart of Texas $19,848,624 $2,204,745 $17,643,879 $413,513 $19,435,111 $2,159,790 $17,275,321 $2,204,770 12.76% $17,227,060 $2,159,790 $15,067,270
14 Capital Area $45,938,645 $5,596,547 $40,342,098 $957,055 $44,981,590 $5,492,500 $39,489,090 $7,046,365 17.84% $37,932,402 $5,492,500 $32,439,902
15 Rural Capital $39,127,231 $4,359,585 $34,767,646 $815,151 $38,312,080 $4,270,966 $34,041,114 $6,571,147 19.30% $31,661,178 $4,270,966 $27,390,212
16 Brazos Valley $16,181,563 $1,579,399 $14,602,164 $337,116 $15,844,447 $1,542,749 $14,301,698 $1,655,080 11.57% $14,138,179 $1,542,749 $12,595,430
17 Deep East $20,709,804 $940,985 $19,768,819 $431,454 $20,278,350 $894,080 $19,384,270 $1,967,663 10.15% $18,307,144 $894,080 $17,413,064
18 Southeast $20,904,672 $1,646,792 $19,257,880 $435,514 $20,469,158 $1,599,445 $18,869,713 $1,937,778 10.27% $18,530,561 $1,599,445 $16,931,116
19 Golden Cres. $9,369,565 $493,932 $8,875,633 $195,199 $9,174,366 $472,711 $8,701,655 $991,377 11.39% $8,176,570 $472,711 $7,703,859
20 Alamo $132,519,079 $14,670,870 $117,848,209 $2,760,814 $129,758,265 $14,370,728 $115,387,537 $8,297,941 7.19% $121,394,423 $14,370,728 $107,023,695
21 South Texas $22,205,993 $802,713 $21,403,280 $462,625 $21,743,368 $752,419 $20,990,949 $3,010,481 14.34% $18,731,581 $752,419 $17,979,162
22 Coastal Bend $32,488,059 $1,602,156 $30,885,903 $676,835 $31,811,224 $1,528,574 $30,282,650 $5,593,660 18.47% $26,216,425 $1,528,574 $24,687,852
23 Lower Rio $89,105,297 $4,945,695 $84,159,602 $1,856,360 $87,248,937 $4,743,881 $82,505,056 $6,236,046 7.56% $81,011,232 $4,743,881 $76,267,351
24 Cameron $34,410,384 $2,971,125 $31,439,259 $716,883 $33,693,501 $2,893,189 $30,800,312 $2,394,682 7.77% $31,266,526 $2,893,189 $28,373,337
25 Texoma $9,810,947 $569,575 $9,241,372 $204,395 $9,606,552 $547,354 $9,059,198 $974,898 10.76% $8,631,402 $547,354 $8,084,048
26 Central Texas $29,818,055 $3,179,460 $26,638,595 $621,209 $29,196,846 $3,111,925 $26,084,921 $3,352,294 12.85% $25,842,791 $3,111,925 $22,730,866
27 Middle Rio $11,969,617 $890,373 $11,079,244 $249,367 $11,720,250 $863,264 $10,856,986 $1,500,294 13.82% $10,219,556 $863,264 $9,356,292
28 Gulf Coast $373,057,260 $38,222,962 $334,834,298 $7,772,026 $365,285,234 $37,378,025 $327,907,209 $24,121,281 7.36% $341,102,496 $37,378,025 $303,724,471
$1,466,186,444 $147,566,115 $1,318,620,329 $30,545,551 $1,435,640,893 $144,245,351 $1,291,395,542 $134,017,599 10.38% $1,300,776,001 $144,245,351 $1,156,530,651
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Attachment 2
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BCY?27 Child Care Targets

BCY27 Mandatory

BCY27 Discretionary

# Bd BCY27 Total Target Target Target
1 Panhandle 2,297 150 2,147
2 South Plains 2,474 383 2,091
3 North Texas 1,137 103 1,034
4 North Central 8,566 1,032 7,534
5 Tarrant 7,863 1,393 4,470
6 Dallas County 11,516 1,204 10,312
7 North East 1,738 169 1,569
8 East Texas 4,756 374 4,382
9 West Central 1,752 122 1,630
10 Borderplex 5,806 305 5,501
11 Permian Basin 2,615 63 2,552
12 Concho Valley 752 54 698
13 Heart of Texas 2,177 229 1,948
14 Capital Area 2,676 331 2,345
15 Rural Capital 2,748 2,741 308 2,440
16 Brazos Valley 1,540 149 1,391
17 Deep East 2,622 113 2,509
18 Southeast 2,488 187 2,301
19 Golden Cres. 1,042 53 989
20 Alamo 10,616 1,140 9,476
21 South Texas 2,566 85 2,481
22 Coastal Bend 2,878 143 2,735
23 Lower Rio 8,233 442 7,791
24 Cameron 2,722 233 2,539
25 Texoma 1,027 57 970
26 Central Texas 3,163 343 2,820
27 Middle Rio 1,209 93 1,116
28 Gulf Coast 33,660 3,229 30,432
132,689 12,487 120,202




Attachment 3
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BCY’26 CCS Average Children per Day Target Updates, eff. July 2026 MPR

LWDA Name BCY26 Original Target BCY26 Updated Target, effective July MPR
1 | Panhandle 2,833 2,297
2 | South Plains 2,587 2,474
3 | North Texas 1,268 1,137
4 | North Central 7,998 7,998
5 | Tarrant County 8,217 7,863
6 | Dallas 13,120 11,516
7 | North East 1,821 1,738
8 | East Texas 5,444 4,756
9 | West Central 1,926 1,752
10 | Borderplex 7,791 5,806
11 | Permian Basin 2,903 2,615
12 | Concho Valley 832 752
13 | Heart of Texas 2,713 2,177
14 | Capital Area 3,110 2,676
15 | Rural Capital 3,108 2,748
16 | Brazos Valley 1,664 1,540
17 | Deep East Texas 2,841 2,622
18 | Southeast Texas 2,715 2,488
19 | Golden Crescent 1,279 1,042
20 | Alamo 12,509 10,616
21 | South Texas 2,816 2,566
22 | Coastal Bend 3,217 2,878
23 | Lower Rio Grande 9,702 8,233
24 | Cameron County 3,322 2,772
25 | Texoma 1,151 1,027
26 | Central Texas 3,722 3,163
27 | Middle Rio Grande 1,386 1,209
28 | Gulf Coast 34,741 33,660
STATEWIDE 146,736 132,121




