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[bookmark: PURPOSE:]PURPOSE:
The purpose of this WD Letter is to provide Local Workforce Development Boards (Boards) with updated guidance on Board Contract Year 2025 (BCY 2025) child care allocations and distributions for the Child Care Services (CCS) program.
[bookmark: RESCISSIONS:]RESCISSIONS:
WD Letter 09-24, Change 1
WD Letter 09-24, Change 2
[bookmark: BACKGROUND:]BACKGROUND:
On June 11, 2024, the Texas Workforce Commission’s (TWC) three-member Commission (Commission) approved BCY 2025 allocations, including the child care allocation. Child care quality improvement activities will comprise 2 percent of the allocation. The Commission also approved the BCY 2025 Statewide Initiatives, which include funding for the 2025 Child Care Quality Improvement Strategic Planning meeting.
Additionally, on May 7, 2024, the Commission approved  the BCY 2025 Texas Rising Star Mentor distribution, and on May 28, 2024, the Commission approved the new 4 percent child care quality improvement funding.
On September 10, 2024, the Commission approved  the initial BCY 2025 Average Children per Day performance targets. However, these targets were updated. On November 5, 2024, the Commission approved adjustments to the model for calculating Board targets. Based on the updates, Administrative and Operations (Admin/Ops) cost estimates and the 2 percent quality set aside amounts changed. While the total allocations remained the same, these adjustments changed the funding available for direct care and the BCY 2025 child care performance targets, as detailed in Attachment 1: Board Contract Year 2025 Child Care Allocations, Distributions, and Average Children Served per Day Target.
Additionally, on September 10, 2024, the Commission approved a new BCY 2025 CCS performance measure, the Child Care Initial Job Search Success Rate.  
On February 18, 2025, the Commission approved the BCY 2025 midyear review of CCS allocations and distributions. The midyear review ensures that any increases to a Board’s average cost of care, based on changes in the case mix, are addressed. The increased average cost of care is primarily driven by CCS providers attaining Texas Rising Star certification and qualifying for an enhanced reimbursement rate. The analysis indicates that 19 Boards have increased their average costs and require additional funds to meet their BCY 2025 contracted performance target.
On September 10, 2024, the Commission also approved an end-of-year (EOY) reconciliation process to be conducted by TWC staff.

On September 2, 2025, the Commission approved an allocation deferral of BCY 2025 Child Care Funds (CCF) funds to BCY 2026 (in accordance with §800.76 Voluntary Deobligation of Funds and §800.77 Reallocation of Funds) for the following Boards: 
· Borderplex 
· Central Texas 
· Heart of Texas 
· Panhandle 
· West Central 

[bookmark: PROCEDURES:]PROCEDURES:
No Local Flexibility (NLF): This rating indicates that Boards must comply with the federal and state laws, rules, policies, and required procedures set forth in this WD Letter and have no local flexibility in determining whether and/or how to comply. All information with an NLF rating is indicated by “must.”
Local Flexibility (LF): This rating indicates that Boards have local flexibility in determining whether and/or how to implement guidance or recommended practices set forth in this WD Letter. All information with an LF rating is indicated by “may” or “recommend.”
NLF: Boards must notify staffbe aware that the Commission approved $1,319,162,553 to be allocated to all Boards for CCS in BCY 2025. The allocation includes the state-mandated 2 percent quality set aside totaling $26,383,251, and the remainder, $1,163,378,141, supports CCS financial assistance (subsidies).
NLF: Boards must be awarenotify staff that the Commission set BCY 2025 child care performance targets for each Board as detailed in Attachment 1: Board Contract Year 2025 Child Care Allocations, Distributions, and Average Children Served per Day Target. The two contracted measures include the following:
· Average number of children served per day
· Initial job search success rate
NLF: Boards must be awarenotify staff that the Commission approved an additional 4 percent for quality improvement activities, totaling $54,965,106. TWC provided Boards with parameters on using the 4 percent quality funding in WD Letter 16-24, Change 1, issued November 20, 2024, and titled “Child Care Quality Funds Expenditure Plan and Report—Update.”
NLF: Boards must be awarenotify staff that the Commission approved an additional $29,066,665 for the BCY 2025 Texas Rising Star Mentor distribution.
NLF: Boards must be awarenotify staff that the Commission approved funding to support the BCY 2025 Child Care Quality Improvement Strategic Planning meeting. Each Board will receive funding to help increase staff attendance at this event.
NLF: Boards must be aware that the Commission approved distribution of an additional $27,220,126 to 19 Boards with case mix changes that resulted in an increase to their average costs and a need for additional funding to meet their initially approved target. 
NLF:	Boards must be aware that the Commission approved an allocation deferral of CCF funding from BCY 2025 to BCY 2026 for the following Boards: 
· Borderplex $3,500,000  
· Central Texas $1,750,000  
· Heart of Texas $1,750,000  
· Panhandle $2,300,000  
· West Central $800,000 

NLF: Boards must be awarenotify staff that that the Commission directed staff to conduct an end-of-year (EOY) year-end reconciliation as follows: 
· Review updated CCS data throughout the remainder of BCY 2025
· Reconcile the actual average cost at the end of the year
· Distribute funding to Boards whose average daily rate increases and do not have sufficient funding to meet their approved target

NLF: Based on the EOY reconciliation, Boards must notify staff  that the Commission approved distribution of an additional $27,220,126 to 19 Boards with case mix changes that resulted in an increase to their average costs and a need for additional funding to meet their initially approved target. 


NLF:	Boards must notify staff  be aware that prospective payments should be reported under the Cash Draw and Expenditure Reporting system (CDER) line item entitled “Direct Care – Prospective Payments.” TWC will direct Boards on which two-week payment period to charge to the “Direct Care – Prospective Payments” line item in CDER.
NLF:	Boards must be awarenotify staff that adjustments will be made in CDER to prospective payment funding based on actual expenditures.
NLF:	Boards must be awarenotify staff that if a Board exceeds its prospective payment distribution amount in CDER, it must submit a contract amendment request (CAR) to request additional funds.
[bookmark: INQUIRIES:]INQUIRIES:
Send inquiries regarding this WD Letter to childcare.programassistance@twc.texas.gov.
[bookmark: ATTACHMENTS:]ATTACHMENTS:
Attachment 1: Board Contract Year 2025 Child Care Allocations, Distributions, and Average Children Served per Day Target
Attachment 2: Board Contract Year 2025 Child Care Initial Job Search Success Measure
Attachment 3: Revisions to WD Letter 09-24, Change 2, Shown in Tracked Changes
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