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Background
[bookmark: _Toc159290327]The Texas Workforce Commission’s (TWC) Child Care Services rule §809.20(a) requires Local Workforce Development Boards (Boards) to establish child care subsidy maximum reimbursement rates that provide equal access to child care in the local market and that are consistent with state and federal statutes and regulations governing child care.  When establishing maximum reimbursement rates for child care subsidies, Boards also must consider the ability to meet performance targets for the number of children in care per day.

As established in Board Contract Year 2011 (BCY’11), before a Board approves an increase in its maximum reimbursement rates, the Board must demonstrate to TWC that the increased rates will still allow them to meet the required expenditure levels and performance targets.  TWC issued guidance to the Boards through Workforce Development Letter 40-10 (and subsequent releases), along with instructions for submitting rate increase requests to TWC.   

Issue
The guidance currently set forth in the Child Care Services Guide, Section B-705, requires Boards intending to increase maximum reimbursement rates to provide written justification demonstrating that the Board can do the following:
· Meet its contracted target for the Average Number of Children Served per Day performance measure; and
· Keep expenditures within its child care allocation.

When requesting approval for a rate increase, Boards must submit a “Rate Tool” developed by TWC’s Department of Operational Insight (DOI).  The Rate Tool analyzes the proposed rate increase based on the Board’s case mix (i.e., child care units by age of the child and provider type, as well as whether cases are Choices or non-Choices) to estimate whether the proposed rates will allow a Board to meet its performance target within the allocation amount.

Between BCY’11 and BCY’15, 24 Boards have requested rate increases and all received TWC approval.  The Boards all provided sufficient justification to demonstrate that they would meet contracted performance targets and expenditure levels under the requested rate increases. 

Recommendations
Staff recommends the following:
· Remove the requirement that Boards must obtain approval for child care reimbursement rate increases; and
· Modify guidance to require that Boards ensure that under a Board-approved child care rate increase, the Board will
· Meet its contracted target for the Average Number of Children Served per Day performance measure; and 
· Keep expenditures within its child care allocation.

In accordance with current workforce policies, Boards failing to meet performance may be subject to corrective action.

Staff also recommends that:
· Boards consult with DOI prior to increasing child care reimbursement rates; and
· DOI’s Rate Tool continue to be updated and used as part of DOI’s consultation with Boards.
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