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Execu�ve Summary 
States receive Child Care Subsidy funds from the federal government to help 
make child care affordable for low-income families who are either working or 
par�cipa�ng in job training or educa�onal a�ainment. Federal funds provide 
most of the funding for the subsidy, but states are required to contribute a set 
share of funding. For FY25, Oklahoma received $204.1 million in federal funds 
and contributed $24.7 million in state funds. 

In January 2026 – amid widespread allega�ons of fraud and misuse of Child 
Care Subsidy funds and other federal assistance programs – the federal 
government froze funding to five states. Among that group of states was 
Minnesota, which garnered na�onal a�en�on for suspected fraud in its Child 
Care Assistance Program (CCAP). By June 2026, the Minnesota House of 
Representa�ves had released two inves�ga�ve reports documen�ng more 
than a decade of internal concerns that large-scale fraud was occurring in the 
CCAP and other assistance programs. In July 2026, the owner of a Minnesota 
daycare center pled guilty to two fraud charges, including fraudulently 
obtaining $4.6 million in funds from the CCAP over a three-year period.

Seeking to assess the poten�al risks for fraud and abuse within Oklahoma’s 
CCAP, the Legisla�ve Office of Fiscal Transparency (LOFT) evaluated the 
processes used by the Department of Human Services (OKDHS) to ensure the 
proper use of the funds, including that only eligible families and child care 
providers benefit from the funds. Addi�onally, LOFT iden�fied opportuni�es to 
strengthen processes to be�er guard against abuse or improper payments. 

This evalua�on resulted in two key findings:

Finding 1: Oklahoma’s Child Care Subsidy Program is Unlikely to Experience 
Large-Scale Coordinated Fraud, but Other Risks for Fraud and Abuse of the 
Program Remain

LOFT’s review of inves�ga�ve reports of Minnesota’s CCAP between 2019 and 
2026 iden�fied the following risk areas:

• Divided administra�ve authority
• Low barriers for provider enrollment
• Payments based on a�esta�ons of a�endance instead of 

documenta�on
• Failure to act when risks or fraud are iden�fied

LOFT compared Minnesota’s processes for administering the CCAP to 
Oklahoma’s to assess whether Oklahoma was at risk for the type of abuse 
alleged in Minnesota and determined that, based on the structural differences 
between the two states’ programs, it would be unlikely for Oklahoma to 
experience the type and scope of fraud alleged to have occurred in Minnesota. 

Key Evaluation 
Objectives:

▶Evaluate DHS' 
processes for 
verifying that 
child care 
subsidy funds 
are properly 
used.

▶Identify risks for 
fraud or abuse 
within DHS' 
existing 
processes.

▶Identify best 
practices or 
opportunities to 
mitigate risks 
for fraud and 
abuse.
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The CCAP funds support two par�es: the families, for whom the 
cost of childcare is made more affordable, and the child care 
providers, who are the direct recipients of the subsidies. 
Therefore, LOFT examined OKDHS’ process for verifying the 
families and the providers, iden�fying any associated risks for 
fraud and abuse with each.

To ensure program integrity and protect taxpayer funds, a subsidy 
program must have clear administra�ve oversight, processes for 
verifying eligibility, and accountability. A key difference between 
the two states is that Minnesota divides administra�ve authority 
for the program among the State and local government agencies, 
which may also subcontract to community-based organiza�ons, 
while Oklahoma centralizes its authority for approval and 
payments under OKDHS.

Minnesota was found to have enrolled providers without 
documen�ng opera�onal capacity or conduc�ng an in-person 
visit to the child care facility, enabling “phantom” opera�ons 
where providers receiving the child care subsidy payments were later observed as neither having children 
present nor the required ameni�es. Compara�vely, Oklahoma providers that seek to receive the subsidy 
must be an established, licensed facility that meets a minimum quality level. Oklahoma providers ini�ally 
operate under a permit, during which �me they are placed on a 6-month monitoring period that includes 
bi-monthly, unannounced visits from OKDHS. A�er the monitoring period, OKDHS conducts one 
unannounced visit annually. OKDHS’ policy to conduct unannounced, in-person visits greatly reduces the 
likelihood that Oklahoma providers are not opera�ng a legi�mate child care facility. However, a review of 
OKDHS’ processes revealed other risks for fraud and abuse, including:

A�endance Verifica�on: OKDHS uses an a�endance-based system designed to ensure that State 
payments for the child care subsidy comply with the plan submi�ed to the federal government, but the 
integrity of the payments is dependent on proper record keeping. Risks iden�fied by LOFT include the 
current phone-based a�endance app enabling parents to record a child as being checked in to a facility 
when they are not actually there or enabling a provider to request that a parent digitally check children in 
before they arrive, compromising the a�endance data that is used to determine provider payments. 
Addi�onally, parents and providers have a 10-day window to manually correct a�endance records, 
providing an opportunity for manipula�on.

Verifying Family Eligibility: The risks on the family side of the program primarily relate to fraudulently 
obtaining the child care benefit through falsifying income or misrepresen�ng the household. Families 
receiving the subsidy do not directly receive any funds; instead, the subsidy is paid to the child care 
provider. LOFT observed OKDHS workers only par�ally comple�ng the agency’s prescribed verifica�on 
tasks when assessing a family’s eligibility for the benefit. 

Unpaid Provider Copayments: Both federal regula�ons and OKDHS’ policies require families to pay a 
share of the child care costs in what is known as a copayment. However, LOFT’s survey of child care 
providers found unpaid copayments to be a common issue. The agreement signed by families to receive 
the subsidy includes the obliga�on to pay the family copayment, but OKDHS does not confirm the 
copayments are being made. The financial gap presents a risk as providers may seek to recoup the losses 
through other means, such as agreements with the family to alter a�endance records or submi�ng 
incorrect informa�on to OKDHS.
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Finding 2: Efforts to Prevent and Detect Fraud within the Child Care Assistance Program are 
Compartmentalized, and When Fraud is Found, DHS is Reluctant to Criminally Pursue

LOFT examined how OKDHS detects and treats suspected 
fraud and found the agency inconsistent in its decisions to 
label an ac�on as criminal fraud, poten�ally allowing fraud 
and waste to occur at levels much higher than reported. 
OKDHS uses strong language in its documents, including 
calling ac�ons “inten�onal” and labeling things as “fraud.” 
Addi�onally, documents show that most clients admit to 
wrongdoing. Despite o�en having an admission of guilt and 
documenta�on, OKDHS does not submit the majority of cases 
for criminal fraud prosecu�on. OKDHS’ preference for 
handling cases administra�vely instead of through 
prosecu�on may not be a sufficient deterrent to would-be 
fraudsters, as o�en the cost of being caught is only 
repayment.

Federal regula�ons require the Lead 
Agency (OKDHS) to iden�fy fraud, 
inves�gate and recover fraudulent 
payments, and impose sanc�ons on 
clients or providers. The Lead Agency is 
also required to prevent improper 
payments, which include any instance 
where a client or provider receive more 
benefits than en�tled to, whether due to 
fraud or error. The en�ty responsible for 
pursuing fraud and overpayments is the 
Office of the Inspector General (OIG), 
which is a department within OKDHS. 
The OIG receives what the agency calls 
“referrals” to inves�gate; the suspected 
occurrence of fraud can come from the 
public, OKDHS staff that works with 
either the client or the provider, or OIG 

personnel. The referral is inves�gated by OIG and, if it is determined that funds should not have been paid, 
OKDHS is required to recover the improper payments. The State Plan that OKDHS submits to the federal 
government also states that overpayments due to fraud are referred to the courts for prosecu�on, but 
LOFT found this is rarely the case, even when the amount of fraud exceeds the threshold for a felony 
offense. Further, OKDHS does not have a disqualifica�on period for those found to have abused the 
program, allowing both clients and providers to reapply for the benefit at any �me.

Throughout this evalua�on, LOFT iden�fied opportuni�es for OKDHS to strengthen its ability to both 
prevent and detect fraud, which should begin with the agency incorpora�ng fraud awareness and detec�on 
training across all of its programs. LOFT observed an agency prac�ce of compartmentalizing fraud to only 
certain posi�ons, which overlooks the opportuni�es of personnel that have direct contact with clients or 
providers to iden�fy poten�al fraud flags. For example, LOFT observed workers examining providers’ 
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a�endance sheets to confirm the number of children present but overlooking poten�al viola�ons in 
recording a�endance and not ques�oning the age of older children being cared for during school hours. 

Case records also demonstrate a willingness of OKDHS workers to accept blurred or unreadable 
documents, and an unwillingness to validate documents that are missing key informa�on or appear 
doctored. Workers also depriori�ze an automated system alert that generates when there is an income 
discrepancy; these alerts are o�en cleared without a review by either management or inves�gators, or 
are set aside. Last, a supervisor of caseworkers informed LOFT that caseworkers do not use the fraud 
detec�on tools referenced in the agency’s training materials as they “are not inves�gators,” and that 
verifying employment is a “best prac�ce” but not a requirement.

LOFT reviewed OKDHS’ internal inves�ga�ons where an overpayment of the child care subsidy occurred 
and found that $551,249 was overpaid over a 12-month period. All but one of the overpayments were 
a�ributed to parents inten�onally repor�ng inaccurate informa�on on their applica�on. While some of 
OKDHS’ inves�ga�ve audits of providers revealed that providers were paid for days they should not have 
been, the amounts were small and not widespread. However, this may be a�ributable to the brief audit 
period, o�en�mes around 6 months. 

Clients who became subject of these cases either provided fraudulent paystubs, failed to state their true 
income, or failed to report another household member’s income. Because the same applica�on is used to 
apply for mul�ple benefits from OKDHS, such as SNAP, u�lity assistance, and the Child Care Assistance 
Program, in almost all cases, when there is an overpayment in one benefit program, there is an 
overpayment in all benefit programs the client is a recipient of. For example, the total child care fraud 
among the 9 criminal cases totaled $154,000, but when including all benefit programs, the total amount 
of overpayment due to fraud across these cases was $270,767.

As demonstrated in Minnesota, fraud is a crime of opportunity, and when there is no deterrent to fraud, 
it scales. While Oklahoma’s DHS has not yet experienced the level of fraud found in Minnesota, it is 
following some concerning trends observed in that state, such as choosing not to pursue criminal charges 
for fraud and instead handling cases administra�vely, with few consequences, and labeling fraudulent 
ac�ons as overpayments. 
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Summary of Policy Considera�ons and Agency 
Recommenda�ons
The Legislature may consider the following policy changes:

• Require that OKDHS refer all cases that meet the statutory defini�on of fraud to the district 
a�orney.

• Establish whistleblower laws that define protected ac�vi�es and adverse ac�ons against an 
employee.

• Add the Office of the Auditor and Inspector as a recipient of whistleblower complaints.

The Oklahoma Department of Human Services should:

• Adopt a clear posi�on on the pursuit of fraud over administra�ve penal�es.
• Submit all substan�ated fraud cases to a District A�orney or Assistant United States A�orney 

first for poten�al criminal prosecu�on, with OKDHS pursuing recovery through administra�ve 
processes only if the case is declined.

• Ins�tute new training and procedures to incorporate fraud iden�fica�on into monitoring visits 
by licensing workers to child care providers.

• Require that any system alerts generated due to income discrepancies be forwarded to the 
agency’s inves�ga�ve unit for review before being cleared from the system and require Adult 
and Family Services workers to process G1DX errors within 30 days.

• Transfer the staff from the Benefits Integrity Recovery Sec�on to the Office of Inspector 
General (OIG), as the unit determines overpayment amounts and leads collec�on efforts.

• Dedicate more personnel to the OIG’s inves�ga�ve branch, poten�ally reclassifying the current 
three program auditors under the Quality Audit Unit as addi�onal law enforcement agents 
that could be available to conduct inves�ga�ons.

• Adopt policies to reject any documenta�on that is blurred or unreadable and require 
verifica�on of all documenta�on as a standard prac�ce. Incorporate these policies into annual 
employee training.

• Ensure completeness of the applica�ons for the child care subsidy by ensuring that
informa�on collected during the applica�on for other benefits is transferred to the child care 
applica�on.

• Use the agency’s recently acquired access to a credit repor�ng service to verify income on a 
monthly basis, and also request a waiver from the federal government to reassess eligibility as 
needed.

• Expand its user agreement to include language prohibi�ng manipula�on of the new app’s 
ability to confirm physical a�endance.

• Require OKDHS conduct an address verifica�on of the responsible parent(s) or guardian(s) of 
the child through:

o Entering into a memorandum of understanding with Service Oklahoma to use the 
State’s driver’s license database for address verifica�on.

o Coordina�ng with OKDHS’ Child Support Services Division to confirm the last known 
address of the absent parent.

• Require that all referrals entered into the Office of the Inspector General’s database include 
documenta�on of all a�empts to assess the strength of the allega�ons.
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• Periodically have OKDHS OIG test the strength of the agency’s fraud detec�on by submi�ng
fraudulent documents for OKDHS workers to process.

• In accordance with Administra�ve Rules and the State Plan, require child care providers a�est
to whether client copayments have been paid.

• Consider administra�ve ac�on against clients that fail to remit copayments to providers.
• For providers whose ac�ons are found to have inten�onally resulted in overpayment of the

Child Care Assistance Funds, reduce the provider’s quality ra�ng status and corresponding
reimbursement rate by one level.
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Background
States receive Child Care Subsidy funds from the federal government to help make child care 
affordable for low-income families who are either working or par�cipa�ng in job training or educa�on. 
In early January 2026, widespread allega�ons of fraud and misuse of these and other related federal 
subsidy programs led the federal government to freeze five states’ access to those funds and ini�ate 
compliance reviews.1 The following month, 
Oklahoma lawmakers proac�vely ini�ated a 
review of the state’s processes for verifying 
the funds for child care providers that 
receive the federal subsidies.

Program Funding

There are four sources of funding available 
for Oklahoma to provide child care 
subsidies. The Child Care and Development 
Fund (CCDF) is the primary funding source 
for the federal child care subsidies. These 
funds are appropriated to each state or 
territory through its designated lead 
agency. In Oklahoma, this is the 
Department of Human Services (OKDHS). 
The CCDF is funded by six streams of 
revenue, four of which are federally 
derived. The State contributes two sources, 
both of which are required as a condi�on 
of receiving por�ons of the federal funding. 

1  U.S. Department of Health and Human Services Press Release: HHS Freezes Child Care and Family Assistance 
Grants in Five States for Fraud Concerns, January 6, 2026.

Exhibit 1: CCDF 
Federal Funding.
(Federal funds 
provide most of the 
funding for 
Oklahoma's child 
care subsidies. State 
funds, shown in the 
next table, are 
required to draw 
some of these funds.)

Source: Data from 
the Oklahoma 
Department of 
Human Services and 
federal guides.
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In Fiscal Year 25 DHS spent a total of $351.1 million on child care related ac�vi�es from all sources. Of 
that, State level funds cons�tute 7 percent, or $24.7 million of these expenses. The remaining funds 
are federal revenues from a variety of sources, including the CCDF, TANF, grants, and some COVID 
related programs. 

Exhibit 2: CCDF State Funding (DHS allocates part of its appropriated State funds to meet federal 
funding requirements and to receive federal match funding.)

Source: Data from the Oklahoma Department of Human Services and federal guides. 
Notes: Annual Maintenance of Effort amounts have remained flat since the implementa�on of CCDF in 
1996. FMAP, or the Federal Medical Assistance Percentage, is based on a state’s per capita income 
compared to the na�onal average. A state’s FMAP rate cannot be less than 50 percent or more than 83 
percent. For FY25, Oklahoma’s FMAP rate was 66.08 percent. The FY26 FMAP rate is 66.47 percent. As 
a state’s FMAP rate increases, federal funds decrease. Sec�on 45 §98.63 of U.S. Code provides a limit 
to the amount of federal funds provided as matching funds.

Funding on Top of CCDF

In addi�on to the funds received from the CCDF, other federal funds can be used by OKDHS to increase 
support to child care. In recent years, Oklahoma has received significant temporary funding from 
COVID disbursements, and occasionally receives federal grant funds. The most recent grant secured by 
OKDHS for child care services was in FY25; the Preschool Development Grant (PDG B-5) is a three-year 
grant totaling $14.7 million to use toward strengthening the state’s early childhood system.2

As explained in the table above, OKDHS converts some of the federal funds it receives for TANF to the 
CCDF to use for the Child Care Subsidy Program. 3 Addi�onally, OKDHS expends money from TANF to 
subsidize child care; these are referred to as TANF Direct payments. Federal regula�ons require only 
that these payments be made for child care and that the recipients meet TANF eligibility standards.4

Oklahoma’s TANF State Plan states that TANF Direct payments can be used “to supplement the CCDBG 
state programs.”5 The State Plan’s language echoes federal regula�on, specifying that “all subsidy 
payments covered by TANF Direct will have income eligibility determined by child care services and be 
eligible for TANF coverage.”6 TANF Direct payments have fluctuated significantly in the last decade and 
in recent years have exceeded the amount transferred from TANF into the CCDF. In FY21, $15.5 million 
was spent on TANF Direct, whereas in FY25, that amount increased to $141.4 million. 

3  42 U.S.C. §604.

6  Ibid.

4  45 U.S.C. §263.3.; TANF State Plan, pg. 20.

2  Oklahoma Partnership for School Readiness.

5  State of Oklahoma State Plan for Title IV-A of the Social Security Act, Temporary assistance for Needy Families, p. 
18, Aug. 1, 2024.
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Between FY20 and FY24, Oklahoma’s federal funding for child care subsidies more than doubled due 
to three rounds of federal relief funds provided in response to the COVID pandemic. Since that �me, 
child care subsidies have steadily declined but remain higher than pre-COVID funding levels. COVID 
relief funds have now been exhausted, as the last deadline for expending funds was September 30, 
2024.

Exhibit 3: DHS Child Care Subsidy Expenditures to Child Care Providers. (This bar graph depicts all 
funds expended by DHS to child care providers in the state by year. These funds are transferred to the 
third-party vendor (Conduent), which then transfers the funds directly to the providers.)

Source: The Oklahoma Department of Human Services. 
Notes: *The 247.50 million figure is a projec�on of expenses as the year is not yet complete.

The end of the pandemic relief funds led DHS to make funding adjustments to the child care subsidy 
program, such as ceasing to reimburse child care providers for an addi�onal $5 per child, per day 
temporary enhancement that was put in place by DHS during the pandemic. Addi�onally, OKDHS 
announced that income eligibility for the child care subsidy would return to the 55 percent of State 
Median Income beginning July 1, 2026.7

Agency Budget

OKDHS receives 72 percent of its budget from federal funds; for FY26, OKDHS’ total budget is $3.6 
billion. Of that, $2.6 billion is from federal sources and $827.7 million is from State appropria�ons. The 
difference between the two figures is due to revolving fund balances and remaining federal ARPA 
funds.

7  Oklahoma Human Services, Press Release: Oklahoma Human Services Takes Stability Toward Long-Term Stability of 
Child Care, Dec. 10, 2025. Guidance from the federal government sets an eligibility limit of 85 percent of State Median 
Income. Appendix C provides details about how Oklahoma determines eligibility for the child care subsidy. 
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DHS has twenty divisions listed within its budget. The Child Care Services division, which administers 
the child care subsidies, cons�tutes 8 percent of DHS’ annual budget for FY26.8

Exhibit 4: OKDHS Funding to Key Divisions. (The Child Care Services division, which administers the 
child care subsidy, receives approximately eight percent of the agency's annual funding.)

Source: PeopleSo� “Agency Budget to Actuals by Division” Report generated March 12, 2026
Notes: The SEF funds are SNAP-related funds that were set aside for food banks and are unrelated to 
Child Care programs.

Expenditures

State agencies receiving the federal funds may not expend more than five percent of each fiscal year’s 
funds on administra�ve expenses. Addi�onally, states are required to spend at least 12 percent of the 
federal funds on ac�vi�es that either improve the quality of child care services or increase access to 
high-quality child care.9 Examples of allowable quality improvement ac�vi�es include training, 
professional development, early learning and development guidelines, a quality ra�ng improvement 
system, and resource and referral services. In SFY25, Oklahoma received $190.5 million in funding 
from the CCDF, of which DHS budgeted 11.5 percent, or $27.9 million for ac�vi�es for ensuring either 
quality facili�es or increasing access to quality child care.10

9  45 CFR 98.50(b).
8  PeopleSoft “Agency Budget to Actuals by Division” Report generated March 12, 2026.

10  As the percent of spending on quality is for State Fiscal Year and not Federal Fiscal Year, the figure varies from the 
annual federal requirement to expend at least 12 percent on these activities.
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Governance

The Oklahoma Department of Human Services (DHS) is administered by a director, who is appointed 
by the Governor and confirmed by the Senate. The Director serves as the agency’s chief execu�ve and 
administra�ve officer and holds authority to formulate policy and adopt rules for DHS 
administra�on.11 There are two divisions within DHS that have a role in administering the Child Care 
Subsidy program: 

• Adult and Family Services (AFS) administers household eligibility determina�ons under 
applicable state and federal rule.

• Child Care Services (CCS) administers the child care program and oversees provider licensing 
and regulatory compliance. Within this division are two departments; one for licensing and 
another for managing the subsidies paid to child care providers. 

Source: LOFT review of statute, administra�ve code, and Oklahoma State Plan for the Child Care 
Subsidy.
Notes: The divisions reflected are only those that deliver services; addi�onal non-service providing 
divisions include those that support agency opera�ons. The Office of the Inspector General is a 
separate division that inves�gates complaints related to Child Care Services but does not have a role in 
administra�on of the programs.

11  56 O.S. § 162.
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Source: Data received from OKDHS on June 1, 2026.

Addi�onally, a statutorily created Child Care Advisory Commi�ee advises OKDHS regarding minimum 
requirements and standards for child care programs. The Commi�ee is comprised of representa�ves 
of child care facili�es, child care programs, and youth-centered associa�ons, which are organized into 
four standing subcommi�ees.12 LOFT’s review of the 2025 mee�ngs found the mee�ngs o�en serve as 
a discussion forum for providers and OKDHS, with providers expressing concerns to the agency. 
However, during 2025, the Commi�ee did not make recommenda�ons for OKDHS’ rule promulga�on.

12  Refer to Appendix G for a description of the subcommittees and their purpose.

Exhibit 5: Various OKDHS Offices and Roles Related to Administra�on of the Child Care Subsidy.
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Finding 1: Oklahoma’s Child Care Subsidy Program is Unlikely to 
Experience Large-Scale Coordinated Fraud, but Other Risks for 
Fraud and Abuse of the Program Remain 
The alleged child care fraud in the state of Minnesota has led officials in other states to ques�on 
whether their programs might be at risk for abuse. The recent focus on program integrity is to ensure 
the aid is serving its intended purpose. As the Government Accountability Office (GAO) noted in its 
2010 report examining fraud within the Child Care and Development Fund (CCDF), “Fraudulent 
payments reduce program funds available for eligible parents who depend on child care assistance to 
maintain employment or a�end educa�on programs.”13

Sources: 2025-2027 CCDF State/Territory Plans; Minnesota’s CCAP Child Care Provider Guide, 2024; 
Minnesota Office of the Legisla�ve Auditor, Child Care Assistance Program: Assessment of Internal 
Controls, April 10, 2019. 

A 2019 special review of Minnesota’s child care assistance program stated that both inves�gators and 
prosecutors a�ributed the probability of fraud to the way Minnesota administers the child care 
assistance program, ci�ng weak processes and limited oversight.14 LOFT compared Minnesota’s 
processes for administering the child care assistance program to Oklahoma’s to assess whether 
Oklahoma was at risk for the type of abuse alleged in Minnesota and determined that, based on the 
structural administra�ve differences between the two state’s programs, it would be unlikely for 
Oklahoma to experience the type and scope of fraud alleged to have occurred in Minnesota.15

However, there are other risks for fraud and abuse within this category of aid, which LOFT also 
examined.

14  Minnesota Office of the Legislative Auditor, Child Care Assistance Program: Assessment of Fraud Allegations, March 2019.

13  United States Government Accountability Office, Child Care and Development Fund: Undercover Tests Show Five State Programs 
are Vulnerable to Fraud, September 2010.

15  House Judiciary Subcommittee on Crime and Federal Government Surveillance hearing, When Public Funds are Abused: 
Addressing Fraud and the Theft of Taxpayer Dollars. January 21, 2026; Waste, Fraud, and Abuse in Minnesota, 2025-2026 Session 
Report of the Minnesota Fraud Prevention and Oversight Committee. May 13, 2026.



LOFT Evalua�on: DHS Child Care Subsidy LOC DRAFT 8

Comparison of Child Care Assistance Program in Minnesota and Oklahoma

LOFT’s review of inves�ga�ve reports of Minnesota’s Child Care Assistance Program between 2019 
and 2026 iden�fied the following risk areas:

��Divided administra�ve authority
��Low barriers for provider enrollment
��Payments based on a�esta�ons of a�endance instead of documenta�on
��Failure to act when risks or fraud are iden�fied

The Child Care Assistance Program funds support two par�es: the families, for whom the cost of child 
care is made more affordable, and the child care providers, who are the direct recipients of the 
subsidies. Therefore, LOFT examined OKDHS’ process for verifying the families and the providers, 
iden�fying any associated risks for fraud and abuse with each.

Program Administra�on

A key difference between Oklahoma’s and Minnesota’s administra�on of its child care assistance funds 
is that Oklahoma centralizes its oversight through one State agency: the Department of Human 
Services (OKDHS). This agency makes determina�ons of eligibility, licenses providers, and remits the 
subsidy payments to child care providers. In Minnesota, local governments have a significant role in 
establishing child eligibility, monitoring providers, and issuing payments. Families in Minnesota apply 
for child care benefits online through the State’s lead agency, the Minnesota Department of Children, 
Youth and Families. The completed applica�on is then delivered to the county or Tribal Na�on, which 
determines eligibility. The local government en�ty determines whether an interview with the 
applicant is required. 

Oklahoma has 3,728 licensed child care programs, including day camps, drop-in programs, child care 
centers, out of school �me programs, part-day programs, and 
programs for sick children.16 OKDHS licenses all child care 
providers, but not all providers receive the child care subsidy. 
For a provider to be eligible for the subsidy, they must enter 
into a contract with OKDHS. Eligible providers must be 
located in the state of Oklahoma and be licensed or 
permi�ed. Providers may operate a child care center or a 
child care home. Those providing care in a child care center 
must have a quality ra�ng of at least two stars and licensed 
child care home providers must have a minimum quality 
ra�ng of one star.17

DHS refers to child care providers that accept subsidy 
payments as “contract facili�es.” There were 2,016 OKDHS 
contracted facili�es in Oklahoma during Fiscal Year 2025, 
according to the OKDHS Annual Report.

OKDHS’ Process for Verifying Provider Eligibility 

Minnesota was found to have enrolled providers without documen�ng opera�onal capacity or 
conduc�ng an in-person visit to the child care facility, enabling “phantom” opera�ons where providers

16  OKDHS website: Child Care Licensing, Child Care Services
17  OAC 340:40-13. Refer to Appendix F for the full requirements, per Oklahoma Administrative Code, for a provider to be eligible to 
contract with DHS to receive the child care subsidy.



LOFT Evalua�on: DHS Child Care SubsidyLOC DRAFT9

were later observed as having no children present or required ameni�es, such as a playground, yet 
were receiving child care payments from the state.18

Minnesota’s Department of Children, Youth, and Families require all child care providers to become 
registered with the state before they can be eligible to receive Child Care Assistance Program 
payments. The registra�on process includes providing either a Social Security Number or Federal 
Employer Iden�fica�on Number, submi�ng license or cer�fica�on status, and any creden�als that 
may qualify the provider for a higher quality rate. Providers must also sign an agreement to follow all 
laws, rules, and policies.19 However, Minnesota did not regularly conduct in person visits prior to 
approving a child care provider, nor did it conduct required annual inspec�on visits of all providers.20

Oklahoma’s Department of Human Services requires that child care providers provide photo 
iden�fica�on, Social Security Card, and undergo an OSBI criminal history inves�ga�on. Addi�onally, 
OKDHS conducts site visits to ensure licensing standards are met. An approved provider operates 
under a permit, during which �me they are placed on a 6-month monitoring period by OKDHS that 
includes bi-monthly visits to ensure compliance with licensing requirements.21

Oklahoma’s policy to conduct unannounced, in-person visits greatly reduces the likelihood that 
Oklahoma providers are not actually opera�ng a child care facility, as was alleged in Minnesota. 
However, there is the poten�al for legi�mate providers to inflate a�endance records to increase 
reimbursements.

The rates at which OKDHS pays the subsidy to providers depends on the provider’s quality ra�ng 
status, whether the daycare is in-home or out-of-home, the child’s age, and the unit type. There are 
four main �me-driven unit types:22

For children approved for the weekly unit type, OKDHS may pay for some days that a child is absent 
from daycare. The child must a�end the minimum number of full days for a calendar month for 
OKDHS to approve making an absent day payment. If this minimum a�endance is not met, OKDHS will 
pay only for days a�ended.

22  Other non-time related unit types geared toward type of circumstance are the special needs unit type, child welfare 
add-on, and non-traditional hours add-on.

20  Minnesota Office of the Legislative Auditor, Child Care Assistance Program: Assessment of Internal Controls, April 
10, 2019.
21  OAC 340:110-1-6.

19  Minnesota CCAP Child Care Provider Guide, 2024.

18  Waste, Fraud, and Abuse in Minnesota, 2025-2026 Session Report of the Minnesota Fraud Prevention and Oversight 
Committee. May 13, 2026.
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OKDHS’ Process for Paying Providers

The impact of a�endance on provider payments can provide an incen�ve to manipulate a�endance 
records. Therefore, the integrity of any program must have processes for recording and verifying 
a�endance.

Oklahoma’s process begins with the client, who can log their child’s a�endance either through a 
phone-based app or by swiping their electronic benefits card (EBT) on a terminal in the child care 
facility. There are no funds for child care that are accessible for the parent through the card; use of the 
card is only for logging a�endance. If either of these electronic op�ons are used, the data will be 
automa�cally entered into OKDHS’ system that tracks the amount of �me that a child receives care. It 
is the provider’s responsibility to ensure, on a daily basis, that the �mes entered for each child are 
accurate. If there is a discrepancy, the provider deletes the entry from the system and then informs 
the parent that a correc�on will need to be made manually. The parent and the provider have 10 days 
from the date of the error to correct it.

Once the parent and provider agree on the �mes the child was in care, the system automa�cally 
generates a report for OKDHS to review. If OKDHS does not see any issues that require inves�ga�on, 
then OKDHS uses its third-party vendor, Conduent, to issue the appropriate payment to the providers. 

Exhibit 6: Process for Paying Providers. (OKDHS uses an electronic-based system to verify a�endance 
of children whose care is subsidized through the Child Care Assistance Program. Oklahoma’s system 
relies on the parent and the provider confirming the accuracy of a child’s a�endance.)

Source: LOFT’s depic�on of steps described across OKDHS’ administra�ve rules, Child Care Subsidy 
Provider Handbook, and LOFT fieldwork at OKDHS.

As depicted above, while Oklahoma’s a�endance-based system is designed to ensure that State 
payments for the child care subsidy are proper and in compliance with the CCDF plan submi�ed to the 
federal government, the integrity of the payments is dependent upon proper record keeping. The 
following sec�ons describe LOFT’s assessment of risks for misuse within the exis�ng process.
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A�endance Verifica�on

For children whose care is subsidized by OKDHS, providers are expected to confirm, on a daily basis, 
the amount of �me that any child receives care. Parents may either use a phone-based app or a 
physical terminal to record daily arrivals and departures of children being cared for. Through a 
combina�on of field work and informa�on from providers, LOFT learned that it is not unusual for 
parents to fail to use the electronic op�ons to record exact arrival and departures on a daily basis. In 
these cases, a provider may have a wri�en a�endance log that does not capture exact �mes. For 
example, one provider observed by LOFT recorded �me in half-hour intervals. A limita�on with the 
current phone-based app is that parents can log arrivals and departures from anywhere. The lack of 
geo-loca�on within the app could invite fraud, as a parent could record a child as being checked in to 
the child care facility when they are not actually there. Addi�onally, a provider could request a parent 
to digitally check children in before they arrive, compromising the a�endance data that is used to 
determine provider payments.

Providers also shared with LOFT that parents o�en enter incorrect �mes, or that providers have to 
reach out to parents to get them to either enter or correct �mes submi�ed. Providers noted that 
parents manually enter in a �me instead of receiving an electronic �me stamp. OKDHS’ system 
requires that providers and parents both verify the hours that a child was cared for, but this step relies 
on families and providers being honest about the amount of �me a child is in care. A�endance records 
may not be accurate due to poor record keeping, error, inability for a provider to have a parent correct 
an a�endance record within the allo�ed 10 days of care, or through collusion between the provider 
and parent.

While Oklahoma requires electronic verifica�on of a�endance, the a�endance record is based on the 
informa�on input by the parents and submi�ed by the child care provider. The phone app, which is 
the primary method used by clients to record a�endance, is not geo-fenced to the provider’s address, 
allowing parents to check a child in remotely from any loca�on. A recent report from Minnesota’s 
Fraud Preven�on and Oversight Commi�ee noted the inherent risk of programs that bill based on 
a�esta�on of a�endance instead of electronic verifica�on, sta�ng, “Because such records are easy to 
forge or backdate, programs that rely on a�endance without electronic verifica�on are magnets for 
fraudsters.”23 OKDHS told LOFT it intends to move to a new vendor whose app use is geofenced to the 
childcare facility. Clients who s�ll use the EBT-card scanner are required to physically scan the card at 
the childcare facility and OKDHS prohibits providers from using or having possession of the client’s 
card.24 OKDHS should expand its user agreement to include language prohibi�ng manipula�on of the 
new app’s ability to confirm physical a�endance. 

Reimbursement Model

There are generally two methods of paying the child care assistance funds to providers: enrollment-
based and a�endance-based. Approximately half of the states do not pay based on enrollment. The 
prac�ce of paying based on enrollment creates a guaranteed revenue stream that helps stabilize 
providers who offer services to low-income families that may be prone to frequent absences. While 
enrollment-based payments provide financial certainty for child care providers – who receive the 
subsidies regardless of whether or how o�en a child a�ends – there is a risk for abuse and waste 
because the payments are made based on the children assigned to a facility rather than a record of 

24  OAC 340:40-10-2.

23  Waste, Fraud, and Abuse in Minnesota, 2025-2026 Session Report of the Minnesota Fraud Prevention and Oversight 
Committee. Minnesota’s Department of Children, Youth, and Families launched an electronic attendance pilot with a 
group of providers in May 2026.
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a�endance. If a child leaves a facility, or, as in the case of some of the fraud allega�ons in Minnesota, 
was never intended to receive care, the provider can s�ll get paid. This payment model requires 
me�culous verifica�on measures to ensure payments are being used as intended. 

Both Oklahoma and Minnesota operate on a waiver that allows the states to be out of compliance 
with federal requirements for states to pay child care providers in advance of services and based on 
enrollment instead of actual a�endance.25 However, Oklahoma’s a�endance standards are more 
structured than those established in Minnesota. For example, Oklahoma requires both the parent and 
the provider to confirm and submit a�endance records electronically, while Minnesota does not 
require providers to include a�endance logs with their bills. Oklahoma’s policy pays a part-�me rate 
for less than four hours of care provided in a day and pays the full-�me rate only when the care for a 
child exceeds four hours in a day. Minnesota pays the full daily rate for any child who was cared for at 
any point in a day, regardless of hours. 

Source: Oklahoma CCDF 2025-2027 State Plan and Minnesota CCDF 2025-2027 State Plan.

Minnesota’s State Plan states that, “By paying fully for days that a child a�ends for any percent of the 
day, more consistent payments are made to providers.”26 Oklahoma administra�ve rules clarify that 
charges are authorized and payment is made to providers only when the child care services rendered 
are in accordance with the child care plan developed and approved between the client and OKDHS.27

Payment rates are applied according to the dura�on of care being either full-�me (more than four 
hours per day, five days per week), or part-�me, which is care that does not exceed four hours per 
day.28 Oklahoma administra�ve rules make no allowance for paying providers fully for par�al 
a�endance, as is prac�ced in Minnesota.

Another key difference between Minnesota and Oklahoma is the policy for paying providers for days 
that a child is absent. As the graphic above depicts, Minnesota pays for a child’s authorized schedule, 
not actual hours a�ended. Furthermore, Minnesota will pay for absent days without condi�ons or 
qualifica�ons. In addi�on to an allo�ed number of paid absent days, Minnesota will also pay for days 

27  OAC 340:40-13-3.
26  Child Care and Development Fund (CCDF) Plan for Minnesota FFY 2025-2027, p. 72

25  Federal Rule 45 C.F.R. § 98.45(m)(1) mandates that all Lead Agencies pay providers in advance of services and 45 
C.F.R. § 98.45(m)(2) mandates the Lead Agency base provider payment on enrollment over attendance.

28  OAC 340:40-13-3.
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absent due to the child, parent, or sibling being ill. Conversely, Oklahoma pays for absent days only if 
certain criteria are met. A provider is reimbursed only for children who qualify for one of the four unit 
types of enrollment, and then only if the child’s a�endance meets certain minimum full-�me days of 
a�endance.29

Oklahoma’s purchasing laws, which prohibit payment prior to the receipt of services, led Oklahoma to 
seek and obtain a temporary waiver to allow OKDHS to pay providers only a�er services have been 
rendered.30 In January 2026, the U.S. Department of Health and Human Services (HHS) announced it 
would be rescinding rules in the 2024 Child Care and Development Fund, including requirements for 
states to pay providers prospec�vely and based on enrollment.31

The process of rolling back those rules to a 2016 level is currently 
underway, and expected to be final within the year. 

The new rule does not eliminate the prac�ce of paying providers in 
advance or based on enrollment, but the change makes it op�onal. 
According to HHS, only six states implemented the requirement to 
pay providers prospec�vely and es�mated that staying with the 
current rule would cost up to $10 million each year in the first two 
years of implementa�on. The proposed rollback of this current rule 
essen�ally returns to the requirements of 2016, allowing the state 
to pay prospec�vely or retrospec�vely within no more than 21 
calendar days of receipt of a complete invoice for services.32 If the 
rule change is adopted, Oklahoma would not need to make any 
changes to its administra�on of the child care assistance program 
and would no longer need to request a federal waiver. 

Legi�macy of Providers

Minnesota’s Fraud Preven�on and Oversight Commi�ee had staff 
visit several child care providers that had received more than $1 
million in Child Care Assistance Program funds and found that 
many showed no signs of being a legi�mate child care provider, 
including having blacked out windows, no signs of children present 
at the facility, or no outdoor play area.33

LOFT obtained from OKDHS a list of the ten providers that received 
the greatest amount of child care subsidy funding and observed 
the six facili�es located within the Oklahoma City metropolitan 
area. LOFT’s observa�ons focused on signs that the center was 
legi�mately opera�ng as a child care provider or for signs that would lead to reasonable suspicion that 
the center was not a legi�mate child care facility. At each center, LOFT staff observed parents arriving 

31  U.S. Department of Health and Human Services, Press Release: HHS to Close Biden-Era Loophole That Let States 
Pay Child Care Providers Without Counting Attendance, Jan. 5, 2026; Restoring Flexibility in the Child Care and 
Development Fund (CCDF), proposed rule by the Health and Human Services Department, Jan. 5, 2026.

30  O.S. 74: 85.44B. Refer to Appendix D for additional details on Oklahoma’s waiver

33  Waste, Fraud, and Abuse in Minnesota, 2025-2026 Session Report of the Minnesota Fraud Prevention and Oversight 
Committee.

32 Ibid.

29  DHS Child Care Subsidy Provider Handbook, Section C.

Source: OKDHS.

Exhibit 7: Top Ten Child Care 
Providers by Subsidy Amount.
(These providers received the 
greatest amount of child care 
subsidy funds for the 12-month 
period ending April 2026.)
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or depar�ng with children, an outside play area, and in some cases, children using playground 
equipment.34

OKDHS’ Process for Verifying Family Eligibility

The Adult and Family Services division within the Oklahoma Department of Human Services processes 
applica�ons for the child care subsidy.35 The 
request date is the �me the applicant 
requests benefits either verbally or in wri�ng. 
The cer�fica�on date is the moment when 
the applicant completes all the necessary 
steps to apply, including paperwork, an 
interview, and selects a daycare center. A�er 
the cer�fica�on date, the DHS worker has two 
business days to approve or deny the 
applica�on. There is a special provision called 
presump�ve eligibility processing where the 
DHS worker approves a maximum of 30 days 
of eligibility for certain situa�ons, such as if 
the applicant is in danger of losing a job or 
cannot start a new job unless child care is 
immediately approved.36 Federal regula�ons 
allow up to three months for this 
designa�on.37

Once approved, the family retains its 
eligibility for a 12-month period unless the 
family’s income changes to a level that 
exceeds the federal eligibility threshold. 
OKDHS does not reassess income during the 
12-month period; families are expected to 
report any income changes during that �me. 
Federal regula�ons prohibit the lead agency 
from redetermining eligibility sooner than 12 
months following the last determina�on. 
Federal regula�ons allow, but do not require, 
lead agencies to discon�nue benefits due to a 
parent who stops a�ending job training or 
loses their employment.38

Families receiving the subsidy do not directly 
receive any funds for the benefit; instead, the subsidy is paid to the child care provider. The risks on 
the family side primarily relate to fraudulently obtaining the benefit through falsifying income or 

37  CFR 45 § 98.21.
38 Ibid.

36  OAC 340:40-3-1.
35  Appendix E provides OKDHS’ eligibility criteria.

34  The methodology section of Appendix A provides additional information about the surveillance work conducted by 
LOFT staff.
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misrepresen�ng the household. However, these cases do not carry the risk of large-scale, organized 
fraud. Inves�ga�ons into Minnesota’s fraud have focused primarily on the providers due to the scale 
of fraud but revealed that families were induced into enrolling their children at facili�es that were not 
providing care through the payment of “kickbacks” paid directly to the families by providers. 

LOFT observed OKDHS’ process for verifying the eligibility of an applicant for the child care subsidy, 
comparing the ac�ons of the worker to OKDHS’ policies for verifica�on. LOFT must disclose that its 
observa�ons were within a staged observa�on environment that included members of OKDHS’ 
execu�ve staff being present and available for ques�ons, as well as the cases being prepared for 
observa�on. Therefore, LOFT’s observa�ons reflect what the agency demonstrated under controlled 
observa�on and may not be an accurate depic�on of the day-to-day ac�vi�es of the agency.

LOFT observed an AFS worker on a live call with a parent reques�ng to be a first-�me recipient of the 
Child Care subsidy as well as a renewal of a client who was currently receiving the subsidy. In both 
cases, the OKDHS worker:

☑ Contacted the employer to verify income and work schedule

New Applicant (Client 1): Real-�me verifica�on by phone led to iden�fica�on of a difference 
from the hours stated by the applicant, who is to provide a wri�en statement from their 
supervisor.

Renewing Applicant (Client 2): Income was verified on quarterly wage data already in the system 
but there was no verifica�on of the current work schedule. A difference in the name of the 
employer was iden�fied and the worker called the employer to verify.

☑ Required the five-digit iden�fier for the daycare provider to confirm the provider is a contracted 
provider eligible to receive the subsidy payment from OKDHS.

New Applicant (Client 1): The applicant was advised that a contracted provider must be 
selected prior to the approval of the subsidy. 

Renewing Applicant (Client 2): There was a provider listed in the client’s file but the OKDHS 
worker did not  confirm that the provider on record was s�ll the provider of choice for the 
client.

☑ Confirmed documenta�on or advised the client of missing documenta�on

New Applicant (Client 1): DHS iden�fied missing documenta�on during the live call and 
communicated steps to resolve. A follow up le�er was sent to be physically mailed to the client.

Renewing Applicant (Client 2): LOFT was advised that DHS’ system generates an automated text 
to a subsidy-receiving client if there is missing informa�on.

In comparing the OKDHS worker’s ac�ons to the tasks described in OKDHS’ internal policies for 
eligibility determina�on protocol, LOFT observed the following ac�ons were either not done or 
par�ally done.39

39 Appendix items J-N present excerpts from the Verification Guide DHS provides as a training resource to its 
employees. Document: Verification Guide Child Care, current as of May 6, 2026.
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In addi�on to the observed policy devia�ons, LOFT iden�fied processes that could be strengthened to 
reduce risk for fraud and abuse:

��OKDHS policy is to inform applicants of the income ceiling to maintain benefits, and that they 
are to report to DHS if their income exceeds that limit. This informa�on could be exploited to 
fraudulently under report income to maintain the benefit. Fraud case data reviewed by LOFT 
provides examples of recipients using fraudulent paystubs to reflect lower pay or failing to 
disclose a spouse’s earnings. LOFT recommends OKDHS verify income on a monthly basis and 
request a waiver from the federal government to reassess eligibility as needed.

��OKDHS’ system generates an excep�on code whenever there is a discrepancy between the 
income in the system and what is being reported by the client. Fraud case data reflects these 
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system alerts can be useful in fraud detec�on. However, these excep�ons remain in a separate 
queue and are depriori�zed behind new applica�ons. Addi�onally, OKDHS workers some�mes 
clear the system’s error message without forwarding it on for inves�ga�on, as demonstrated in 
a case reviewed by LOFT. LOFT recommends that OKDHS require system alerts pertaining to 
income discrepancies be forwarded to the agency’s inves�ga�ve unit before being cleared.

��Applicants o�en submit photos of documents to OKDHS, which could limit the ability to detect 
fraudulent documents. LOFT recommends OKDHS adopt and train its workers on policies to 
reject any documenta�on that is blurred or unreadable, and to require the worker to verify 
all documenta�on as a standard prac�ce.

��LOFT observed blank fields within the client’s child care file, including the Social Security 
Number for the applicant. LOFT was informed that many clients receiving the child care subsidy 
are o�en receiving other benefits through OKDHS, such as food assistance, and therefore the 
data exists elsewhere within OKDHS. LOFT recommends that informa�on collected during the 
applica�on for other benefits automa�cally be transferred over to the child care applica�on 
to ensure completeness.

Unpaid Provider Copayments Present Program Risk

With few excep�ons, the Child Care Subsidy is not intended to completely cover the cost of the care.40

Federal regula�ons require the Lead Agency in each state to establish a sliding, income-based fee 
scale for families receiving CCDF child care services. Oklahoma has set the maximum monthly 
copayment for a family at 5.6 percent of the family income.

OKDHS’ policy requires the family 
share (copayment) be paid to the 
provider on the first day of the 
child’s a�endance each month.41

In its sec�on �tled “Client 
Expecta�ons and 
Responsibili�es,” OKDHS’ policy, 
as shown to the right, places all 
responsibility on the client to 
ensure proper and �mely 
payments, with no consequences 
or support for the child care provider if this is not done.

There is no wri�en penalty for parents who fail to make their copayment. Child care subsidy recipients 
are required to read and sign Form 08MP003E, shown below. Included in the a�esta�on of 
understanding is a statement that he or she “must pay my family share copayment directly to my 
provider when I owe a copayment.”

41  DHS Child Care Subsidy Provider Handbook, Section E.

40  OKDHS waives the copayment for foster children, children receiving Temporary Assistance for Needy Families or 
SSI, and children under six years of age who are adopted from OKDHS foster care.
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The applicant must sign and date the form. In doing so, they “declare under penalty of perjury that all 
of the informa�on [they] gave to OKDHS to complete this applica�on is true and correct and that 
[they] agree to all the rights and responsibili�es listed above”(emphasis added). Those rights and 
responsibili�es include paying a copayment to the provider. OKDHS informed LOFT the agency 
calculates the amount of days that should be paid by the client and then begins its reimbursements 
a�er that determina�on. OKDHS’ posi�on is that the copayments are between the client and the 
provider, and as such, the agency does not verify that copayments have been made in accordance 

with the agreement. 

LOFT’s survey of child care providers revealed 
that 80 percent of providers receiving the 
subsidy have clients who are responsible for 
a share of their child care costs. However, 
provider responses show that many are not 
reliably receiving those payments. Of the 367 
complete survey responses received, 95 child 
care providers had outstanding copayment 
balances exceeding $1,000, with seven 
providers repor�ng outstanding balances of 
more than $10,000. Collec�vely, the surveyed 
providers reported unpaid copayments 
totaling $403,773.42

Of the respondents who have clients responsible for making copayments directly to the child care 
providers, 82 percent of providers in child care centers and 60 percent of providers in homes 
experienced difficul�es in collec�ng the subsidy copayments from parents.

42  Appendix A describes the survey methodology. 
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Exhibit 8: Child care providers in both child care centers and child care homes reported difficulty in 
collec�ng the copayment amounts due from subsidy-receiving parents. 

Source: LOFT analysis of survey results from 367 survey respondents.

Addi�onally, even when copayments are made, providers reported they are not o�en �mely. The 
majority of child care centers (61.3 percent) and plurality of home providers (49.3 percent) each 
indicated that parents “some�mes” submit copayments on �me, defined by OKDHS as the first day of 
a�endance each month. Thirty percent of both child care center and home providers reported they 
never receive copayments on �me.

There are two main risks related to copayments not being remi�ed in accordance with the subsidy 
agreement: first, it creates solvency risk to the child care providers who the state has an interest in 
being available to provide child care to eligible families, and second, the financial pressures may 
provide an incen�ve for child care providers to recoup the losses through other means, such as 
agreements with the family to alter a�endance records or submi�ng incorrect informa�on to OKDHS.

In not confirming copayments from clients to providers, OKDHS is enabling viola�on of the program 
rules it established. OKDHS’ policy is to pay the rest of the family’s cost only a�er the family renders 
the copayment to the provider.43 Administra�ve rules reiterate this order, sta�ng, “The family share 
copayment is applied before OKDHS pays a child care subsidy.”44

Only 14.7 percent of survey respondents indicated that they terminate the parents who fail to make 
copayments. It could be reasoned that failure to ensure parent copayments are made cons�tutes non-
compliance with the program. However, Oklahoma administra�ve rules do not cite delinquent parent 
copayments as one of the reasons for benefit termina�on. 

43  DHS Child Care Subsidy Provider Handbook, Sec�on E.
44  OAC 340:40-5-1.
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A review of regional states found that only Colorado imposed any kind of warning of consequences for 
parents who fail to make copayments. The website for Colorado’s Department of Early Childhood 
states that if a parent fails to pay, “child care benefits may end and you may be unable to receive 
benefits in the future.”

OKDHS should re-evaluate its role in ensuring program compliance and enforcing the agreement it 
executes with parents in exchange for receiving the child care subsidy, as unpaid balances could 
impact the program’s overall success.
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Finding 2: Efforts to Prevent and Detect Fraud within the Child 
Care Assistance Program are Compartmentalized, and When 
Fraud is Found, DHS is Reluctant to Criminally Pursue

Based on a review of referrals, administra�ve cases, criminal cases, and inves�ga�ve audits, LOFT finds 
OKDHS inconsistent in its decisions to label an ac�on as criminal fraud, poten�ally allowing fraud and 
waste to occur at levels much higher than reported throughout all benefit programs. OKDHS uses 
strong language in its documents, including calling ac�ons “inten�onal” and labeling things as “fraud.” 
Addi�onally, the documents show that most clients admit to wrongdoing. Despite o�en having an 
admission of guilt and documenta�on, OKDHS does not submit the majority of cases for criminal fraud 
prosecu�ons. OKDHS’ preference for administra�ve recoupment over prosecu�on likely increases the 
brazenness of clients commi�ng fraud against OKDHS benefit programs as o�en the cost of being 
caught is only repayment. 

Addi�onally, OKDHS misses opportuni�es to limit the ability of fraudsters gaining access to public 
funds by not training and requiring frontline workers to iden�fy and report signs of fraud. 

Exhibit 9: LOFT’s review of 12 months of OKDHS cases in which an overpayment was determined.

Source: LOFT’s crea�on based on data provided by OKDHS OIG.

Minnesota’s legisla�ve inves�ga�on revealed that high-ranking government officials were made aware 
of “credible, systemic fraud concerns” across mul�ple programs, including the Child Care Assistance 
Program administered by its Department of Children, Youth, and Families yet failed to act on those 
concerns and further in�midated or retaliated against employees who raised concerns.45 The 
45  “The Cost of Doing Nothing: How Tim Waltz and Keith Ellison Fueled Minnesota’s Fraud Explosion,” Staff Report by 
the House Committee on Oversight and Government Reform Majority Staff, June 8, 2026.
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inves�ga�ve commi�ee’s findings ques�oned the effec�veness of Minnesota’s oversight of federal 
funds and the sufficiency of safeguards against fraud and abuse.

In Minnesota, inac�on against fraud when ini�ally suspected led to greater exploita�on of the Child 
Care Assistance Program by fraudsters, as well as leading other programs with similarly weak oversight 
to be targeted for fraud.46 To assess whether such risks exist in the Child Care Assistance Program 
overseen by OKDHS, LOFT examined the various levels of accountability and controls, OKDHS’ 
whistleblower protec�ons, and how OKDHS’ Office of the Inspector General handles cases of 
suspected fraud.

Both the federal and state government 
have a role in accountability over 
Oklahoma’s administra�on of the Child 
Care Assistance Program: the federal 
government reviews a sample of 
documents provided by the State and 
the State Auditor and Inspector 
conducts a review of the program as 
part of its annual compliance audit 
report of state agencies that oversee 
major federal programs. However, the 
most cri�cal oversight happens at the 
state agency level, where processes 
and people are put in place to ensure 
the program’s integrity.

Federal Oversight

Federal regula�ons require all states to submit a payment error rate review on a triennial rota�onal 
basis.47 This requirement is a byproduct of the congressional Payment Integrity Informa�on Act, which 
requires execu�ve branch agencies to determine the risk for improper payments for any program 
cos�ng more than $10 million.48 Each state must randomly select 276 cases for review and include 
informa�on about the number of cases with an error or improper payment. Federal regula�ons also 
require states to provide a descrip�on of the system used by the state to iden�fy or mi�gate improper 
payments. 

States with error rates that exceed the federal threshold of 10 percent must submit a correc�ve ac�on 
plan to the U.S. Assistant Secretary of Health and Human Services.49 The error rate review is a so-
called “desk audit,” where no one external to OKDHS is contacted to review the informa�on in the 
case file.50 As demonstrated in the table below, Oklahoma’s child care subsidy error rate has varied 
widely since the state began repor�ng it in 1998. For the majority of its record, the error rate has 
exceeded 10 percent, but since 2018, Oklahoma’s error rate has been consistently under the 10 
percent threshold. 

48  PIIA, P.S. 116-117.

46  Waste, Fraud, and Abuse in Minnesota, 2025-2026 Session Report, p. 21.
47  45 CFR Part 98 Subpart K. Oklahoma is in the first of three cohorts of states that are reviewed on a rolling three-
year schedule. Review periods follow the federal fiscal year of October 1 through September 30.

49  45 CFR Part 98 Subpart K.
50  Data received from DHS on March 13, 2026.
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Source: OKDHS data fulfillment, March 13, 2026.

A state’s error rate is not a reliable indicator of fraud. The reviews might iden�fy weak points in a 
state’s process that could leave it suscep�ble to fraud, but the reviews cannot establish fraud. Nor 
should a low error rate be taken as evidence of the absence of fraud. As the Minnesota Legisla�ve 
Auditor noted in its assessment of internal controls: 

“While the improper payment case reviews meet the federal DHHS objec�ve for determining 
improper payment rates and a na�onal payment error rate, we think that the reviews are too 
limited for quality assurance purposes in that they do not assess whether the state or case 
workers could have used addi�onal, independent data sources to determine eligibility. We also 
note that, although the federal government sets the sample sizes for this process, we think that 
the number of cases reviewed is too small and insufficient to fully assess program integrity for a 
program of this size. In fact, some coun�es may only have one case audited per year.”51

State Oversight

Oklahoma’s Office of the State Auditor and Inspector conducts an annual audit of key federal 
programs administered by State agencies, which includes several programs administered by OKDHS 
under the category of child care and development. The Single Audit is not a comprehensive audit, 
instead focusing on the internal controls over compliance with requirements of the law for each 
program.

The 2023 Single Audit Report included five findings describing deficiencies in OKDHS’ internal controls 
related to child care and development programs.52 One of the findings pertained to the system that 
OKDHS uses to compare informa�on provided by the client with external sources, such as the IRS, the 
Social Security Administra�on, and U.S. Ci�zenship and Immigra�on Services. The Auditor’s office 

51  Minnesota Office of the Legislative Auditor, Child Care Assistance Program: Assessment of Internal Controls, April 
10, 2019.
52  Appendix Q provides a summary of the five findings from the SAI 2023 Single Audit Report.

Exhibit 10: Oklahoma’s Error Rate 
Review of Child Care Subsidy 
Payments. (Oklahoma’s error rates 
have drama�cally declined since the 
State began repor�ng it in 1998, with 
the most recent review repor�ng a 
rate below five percent.)
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found that discrepancies flagged by the system were not handled in a �mely manner and the 
clearance of the system’s flagged discrepancies were not monitored by management, poten�ally 
providing program benefits to ineligible individuals.53

Oversight Within OKDHS

Federal regula�ons require the Lead Agency to iden�fy fraud, inves�gate and recover fraudulent 
payments, and impose sanc�ons on clients or providers.54 The Lead Agency is also required to prevent 
improper payments.55 Improper payments include any instance where a client or provider receive 
more benefits than en�tled to, whether due to fraud or error. The en�ty responsible for pursuing 
fraud and overpayments in Oklahoma is the Office of the Inspector General (OIG), which is a 
department within OKDHS.56

Source: LOFT crea�on based on data provided by OKDHS OIG and Workday.
Notes: PARIS is the acronym for the Public Assistance Repor�ng Informa�on System, a federal data 
matching program.

The Inspector General reports to the execu�ve leadership of the Oklahoma Department of Human 
Services. The Office of the Inspector General is split between a law enforcement/inves�ga�ve branch 
under the Chief Agent and an administra�ve branch under the Deputy Inspector General, both of 
whom report directly to the Inspector General.57

Under the Chief Agent, the law enforcement/inves�ga�ve branch currently has three Special Agents in 
Charge (SAC). One SAC oversees six law enforcement agents and three Referral Management Program 
Field Representa�ves. The second and third SACs each oversee seven law enforcement agents. The 

55 Ibid.
54  45 CFR §98.68.
53 Finding 2023-070, State Auditor & Inspector 2023 Single Audit Report.

56  OAC 340:65-9-4.
57  DHS Data Fulfillment; OIG Organizational Chart.
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Referral Management Program Field Representa�ves evaluate the referrals in the OIG Control 
Database for ini�al reasonable suspicion of fraud and then recommends the complaint for 
inves�ga�on by OIG, sends the complaint back to Adult and Family Services to address an eligibility 
issue, or closes the referral.58

Under the Deputy Inspector General, the administra�ve branch has a Quality Audit Unit, Informa�on 
Security Team, two Administra�ve Program Officers, and a Background Inves�ga�ons unit. The 
Background Inves�ga�ons unit currently has 38 background inves�gators to conduct inves�ga�ons for 
licensed child care providers, foster and adop�ve families, trial reunifica�ons, guardianships and 
Oklahoma Human Services staff. OIG stated they house all background inves�gators rather than 
decentralizing them across specific units they support for quality control, uniform applica�on of 
requirements, and effec�ve oversight.59 Among OIG’s total staff, there are four dedicated to fraud 
within the Child Care Assistance Program.60

OKDHS’ administra�ve rules define the purpose and scope of OIG as “oversight and preserva�on of 
the integrity of OKDHS programs and services through preven�on, inves�ga�on, and detec�on of 
waste, fraud, and abuse.”61 The division is also tasked with inves�ga�ng other crimes against OKDHS 
and audi�ng grant recipients, grant venders, and OKDHS divisions and units for program compliance 
and performance.

Fraud Detec�on

OKDHS conducts child care payment audits. According to the FFY 2025-2027 CCDF State Plan (State 
Plan), an Improper Payments review process is conducted every three years, during which �me the 
Child Care Subsidy unit conducts monthly random case audits. Addi�onally, the OIG Child Care Audit 
Unit conducts ongoing audits of child care providers for appropriate use of funds. These audits are 
based on referrals, random samples, or suspicious ac�vity on the electronic benefit card. Program 
viola�ons iden�fied during the audit are sent to the Finance and Child Care Subsidy units for further 
ac�on, which may include repayment and cancella�on of the provider’s subsidy contract. When audit 
results determine fraud, the case is referred to the OIG Inves�ga�ons Unit.62

OKDHS Finance Department internal audit division looks for inconsistencies in the transac�ons 
compared to the benefit approved. For example, OKDHS may flag a transac�on for further review 
when the reimbursement amount is higher than expected for a child that has restricted access to care. 
Per OKDHS rules, the child care subsidy is only available during �mes when the parents are working, 
looking for work, or obtaining educa�on or training. A red flag may present if OKDHS knows that the 
parent only works Monday through Wednesday, but the child received the subsidy for all five days.

OIG’s referrals regarding fraud come from clients, the public, OKDHS caseworkers and out of state 
caseworkers, law enforcement, the agency’s Benefit Integrity and Recovery staff (BIRS), licensing 
workers, or OIG Agents and support staff using fraud analy�c so�ware and data matches.63 Channels 
to report include the toll-free fraud hotline, the OIG direct line, OIG email box, and US Mail.64

One way fraud is spo�ed by case workers is through a G1DX error, which alerts the worker that the 
Client’s reported income does not match available state data. This is the system flag iden�fied by the 

62  FFY 2025-2027 CCDF State Plan, p. 151.

59  OKDHS Agency email correspondence to LOFT on June 18, 2026.
60 The four dedicated positions are the Child Care Coordinator and three PARIS program field reps.
61  OAC 340:2-7-1(a).

63  DHS Data Fulfillment; OIG Investigation Process.

58  DHS Data Fulfillment; OIG Investigation Process.

64 Ibid.
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State Auditor and Inspector in the 2023 Single Audit Report as not being handled in a �mely manner 
or with proper oversight. According to the Adult and Family Services (AFS) Worker’s Responsibility 
page, their best prac�ces in order to “prevent[] and detect[] fraud” includes responding to G1DX 
errors rather than ignoring them.65 However, in a mee�ng with LOFT, OKDHS management stated 
G1DX errors go to their own queue, and the agency priori�zes ge�ng benefit applica�ons approved or 
renewed so there is frequently a G1DX error backlog.66

Through its AFS Pre-Academy, OKDHS provides a list of tools caseworkers can use to prevent and 
detect fraud.67 However, during field work, LOFT was told by a supervisor of caseworkers that 
caseworkers do not do this as they “are not inves�gators.”68 Further, AFS stated they do not have 
access to Oklahoma Tax Commission or Service Oklahoma records.69 AFS stated that it is not a formal 
policy requirement to contact employers by phone for verifica�on but rather best prac�ce.70 AFS 
launched a First Contact Resolu�on and Verifica�on Guide in approximately August 2017; the guide 
“encouraged staff, when possible, to contact employers by phone.”71

When making a referral to OIG regarding a reasonable suspicion of an overpayment within OKDHS 
benefit programs, case workers are trained to ques�on the probable overpayment amount. If they 
think it is less than $5,000 they are encouraged to submit the report to the Benefits Integrity Recovery 
Sec�on (BIRS) instead of OIG.72

OIG Fraud Inves�ga�on Process

Each referral is entered into OIG's Control Database by an Administra�ve Programs Officer. The 
Referral Management unit reviews the referral and decides whether the complaint meets the level of 
reasonable suspicion for fraud, then decides and recommends the referral to assignment for 
inves�ga�on, to the proper division, county, or AFS worker to address eligibility issues, or 
recommends closing due to no program viola�on. In cases where an inves�ga�on is recommended, a 
Special Agent in Charge further evaluates the referral before determining whether to assign it to an 
agent for inves�ga�on. 73

A�er an inves�ga�on, “if there is informa�on indica�ng fraud occurred, the Special Agent in Charge 
may pursue an overpayment and/or prosecu�on.”74 The case first goes to Benefits Integrity Recovery 
Sec�on (BIRS), which is housed under Adult and Family Services, to calculate how much of an 
overpayment occurred.75 A Special Agent in Charge then determines whether to send the case for 
prosecu�on or for administra�ve recoupment using factors such as “strength of evidence, level of 
viola�on (misdemeanor or felony), and monetary amount of overpayment.”76

70  DHS Data Fulfillment; May 29, 2026.

66  May 8, 2026; LOFT Fieldwork to observe AFS Client Call.

73  DHS Data fulfillment; OIG Investigation Process.
74 OKDHS Agency email correspondence to LOFT on June 18, 2026.
75 Ibid.
76  OKDHS email correspondence to LOFT on June 18, 2026.

72  Quest, OIG Referrals, Updated Making a Referral to the OIG; October 22, 2025.
71 Ibid.

67  “Office of Inspector General Overview,” Adult and Family Services Pre-Academy. Appendix O contains a screenshot 
of the guidance provided by OKDHS to AFS workers regarding fraud prevention.

69  DHS Data Fulfillment; May 19, 2026.

65  “Office of Inspector General Overview,” Adult and Family Services Academy. 

68 April 24, 2026, LOFT Fieldwork to observe AFS eligibility.
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Exhibit 11: Various en��es within OKDHS have a role in reviewing or inves�ga�ng suspected fraud, 
which the agency calls referrals. 

Source: LOFT crea�on based on data provided by OKDHS AFS and OIG. 

DHS Treatment of Fraud

The State Plan also states that overpayments due to fraud are referred to the courts for prosecu�on. 
However, according to OKDHS OIG, most fraud cases end in administra�ve penal�es, rather than 
criminal.77 In Oklahoma, only courts can determine guilt and impose a penalty for fraudulently 
obtaining assistance.78 Statute defines public assistance fraud as knowingly and willfully failing to 
report to OKDHS income, personal property, real property, household members, or “other material 
eligibility factors at the �me of applica�on or during the receipt of assistance…to which an applicant is 
not en�tled or assistance greater than that to which an applicant is justly en�tled…”79 Fraud exceeding 
$500 in public assistance is a felony offense, punishable by a fine of up to $5,000 or prison �me. 

The Lead Agency (OKDHS) must iden�fy and recover funds that are a result of fraud.80 The agency has 
the op�on, but is not required, to recover funds as a result of uninten�onal program viola�ons or 
agency error.81 According to the State Plan, OKDHS a�empts to recover all established overpayments, 
regardless of amount.82 When overpayment is established, a payment plan is arranged between the 
provider or the client and OKDHS. Providers can also choose to have a percentage of their payments 
recouped to repay overpayments.83

78  OAC 340:65-9-4(b).
77  Meeting with Oklahoma Department of Human Services on March 11, 2026.

79  56 O.S. § 185.
80 45 U.S.C. 98 G(i).
81  FFY 2025-2027 CCDF State Plan, p. 151.
82  FFY 2025-2027 CCDF State Plan, p. 152.
83  FFY 2025-2027 CCDF State Plan, p. 151.
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Exhibit 12: Outcome of Referrals to OKDHS.

If a client was approved in error due to inten�onal viola�ons or fraud, the eligibility worker closes the 
child care assistance and a computer-generated no�ce is sent to the client describing the reason for 
the closure, no�fying them of their appeal rights. However, there is no disqualifica�on �me limit, 
allowing the client to reapply at any �me.84

Providers that violate policies are subject to subsidy contract cancella�on. Again, there is no period of 
disqualifica�on, allowing the provider to reapply for a subsidy contract at any �me.85

LOFT reviewed OKDHS’ internal inves�ga�ons 
where an overpayment of the child care subsidy 
occurred and found that $551,249 in child care 
subsidy funds were overpaid over a 12-month 
period. All but one of the overpayments were 
a�ributed to parents inten�onally repor�ng 
inaccurate informa�on on their applica�on.86

While some of OKDHS’ inves�ga�ve audits of 
providers revealed that providers were paid for 
days they should not have been, the amounts were 
small and not widespread. However, this may be 
a�ributable to the brief audit period, o�en�mes 
around 6 months. LOFT did not observe any 
evidence in the audits that would suggest a 
kickback scheme between providers and clients, 
although anecdotally, LOFT was informed that 
providers and parents may make agreements for 
care outside of the formal OKDHS agreement, such 
as swapping days or waiving the parents’ 
copayments in exchange for flexibility.

OKDHS OIG provided LOFT with 325 referrals and 
76 cases of child care overpayments for a 12-

month period.87 Across the 76 cases, $551,248.70 was determined to have been overpaid and nine 
cases were referred for criminal prosecu�on.88 Each of the nine cases were against clients. OIG 
confirmed that no providers were referred for criminal prosecu�on in the past 12 months.89 LOFT was 
provided with 36 inves�ga�ve audits of child care providers. Of those, 25 had overpayments totaling 
$25,391.78.

Clients who became subjects of these cases either provided fraudulent paystubs, failed to state their 
true income, or failed to report another household member’s income. Because the same applica�on is 
used to apply for mul�ple benefits from OKDHS, such as SNAP, u�lity assistance, and the Child Care 
Assistance Program, in almost all cases, when there is an overpayment in one benefit program, there 
is an overpayment in all benefit programs the client is a recipient of. 

87  The referrals, cases, and investigative audits are not the same 12-month period. 

89  OKDHS OIG email correspondence on May 15, 2026. 

85 Ibid.

88  Two cases that were criminally prosecuted had child care overpayments, but the child care portion was referred for 
administrative recoupment.

86  OKDHS case data for 76 cases during a 12-month period beginning March 2026.

84  FFY 2025-2027 CCDF State Plan, p. 153.

Source: LOFT crea�on based on data provided by 
OKDHS OIG.                                                          
Notes: Data reflects referrals and cases from April 
2025 to April 2026.
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With each of the OIG’s inves�ga�ons, publicly available data such as that on the State’s online court 
database or social media apps, as well as the Oklahoma Tax Commission and Driver’s License 
databases, were used to substan�ate the claims. 

Below, LOFT provides overviews of OKDHS’ ac�ons for each of the categories of documents reviewed:

Inves�ga�ve Audits

A review of 36 Child Care Facility Compliance Audits revealed substan�ated allega�ons that meet the 
condi�ons for fraud that are not being prosecuted. Instead, OKDHS treated these ac�ons 
administra�vely, labeling such behavior as contract/policy viola�ons. Out of 36 cases, 25 cases had 
overpayments totaling $25,391.78. The overpayments ranged from $23.50 to $4,649.10. However, the 
audits are for a limited period of �me – usually one month - likely under-represen�ng the amount of 
fraud that is occurring. Among the 36 audits, the following three present the most substan�al 
examples of likely fraud:

In January 2026, an inves�ga�ve audit of a metro area five-star daycare was conducted a�er a 
referral alleged clients were being asked to enter in electronic a�endance for children on days 
when they did not a�end. There were also allega�ons that the daycare had access to clients’ 
EBT cards. When OIG asked for a�endance records, the provider was unable to provide any. 
The OIG’s findings substan�ated the claims and found $3,101.60 in overpayments had occurred 
over a period of four months. This was the provider’s second viola�on. However, OIG’s 
response was to determine that a contract/policy viola�on had occurred and no�fy the 
provider that OKDHS could cancel their contract.  OKDHS canceled this provider’s contract on 
March 28, 2026.

In February 2026, an inves�ga�ve audit of a rural based five-star daycare was conducted a�er a 
referral alleged the provider was asking parents to “swipe their children into daycare on days 
they aren’t present.” OIG substan�ated the claim a�er interviewing three clients who 
confirmed they were asked by the provider to enter a�endance data for their children on dates 
they had not a�ended. An overpayment amount of $2,656.30 was found during the one-month 
audit period. OIG informed the provider they were in viola�on of their contract and that 
OKDHS Child Care Subsidy personnel would determine what ac�on, if any, would be taken 
regarding the con�nua�on of the provider’s contract.  OKDHS canceled the provider’s contract 
on May 25, 2026.

In February 2026, an inves�ga�ve audit of a metro area four-star daycare was conducted a�er a 
referral claimed the daycare was allowing children to be swiped in when the facility was closed. 
OIG substan�ated this claim and also found other a�endance billing viola�ons that resulted in 
overpayments totaling $4,630 during the audit.  Further, the daycare was found to be opera�ng 
over its capacity. OIG informed the provider they were in viola�on of their contract and policy.  
OKDHS canceled the provider’s contract on May 25, 2026.

Notably, one provider would not allow OKDHS to audit them; a viola�on of OKDHS rules.90 A review of 
the DHS Child Care Locator shows that daycare is no longer licensed by OKDHS.
90  OKDHS data fulfillment; 26-103 Compliance Audit Report. OKDHS Policy 340:40-13-5(h)(22) requires providers “to 
allow full access to the facility's premises and personnel to investigate a complaint.”
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Referrals

LOFT reviewed 12 months of referrals entered into the OIG Control Database, which totaled 325 
referrals. At the �me of 
review, 48 were s�ll open 
and being ac�vely 
inves�gated. Only 34 were 
labeled as “Closed – Fraud 
with Overpayment.” The 
remaining 243 were closed for 
either “insufficient evidence of 
fraud” or “eligibility issue 
referred to AFS.” In total, 197, 
or 61 percent, of cases were 
closed for “insufficient 
evidence of fraud.”  

The Referral Management 
Unit does not appear to be 
using the reasonable suspicion 
standard when deciding 
whether to inves�gate. For 
example, in one referral the 
facts provided by the 
caseworker through data pulls 
defini�vely showed the Client 
failed to report another 
household member and their 
income; a viola�on and 
indica�on of fraud. The 
caseworker believed the Client was con�nuing to do so and the Client received “a lot of benefits” that 
she was not en�tled to.91 The documents leave no ques�on that the referral reached the level of 
reasonable suspicion. However, the referral was closed because there was no marriage record and the 
addi�onal household member’s Facebook profile was not ac�ve. Therefore, it was determined there 
was insufficient evidence of fraud. The informa�on in the system provides no indica�on that driver 
license data or visual observa�on of the residence occurred.92 Some closure comments simply state 
“there is not enough clear and convincing evidence.”

In another referral, a case worker suspected that the Client was providing fraudulent school 
documents to receive child care. The caseworker noted that the Client stated the school doesn’t 
provide class schedules and that the Client later provided a document meant to mimic a transcript 
with the name of the Client cut out of the frame. The referral was closed because the caseworker “has 
not provided any verifica�on that the school enrollment documents are fraudulent.”93

Addi�onally, some referrals lead to the discovery of viola�ons by child care providers, yet there is no 
indica�on anything was done regarding those viola�ons. For example, one referral was closed when 
91  DHS Data Fulfillment; OIG Case Information 6-15-2026; 260331007.
92 Ibid.
93  DHS Data Fulfillment; OIG Case Information 6-15-2026; 260324015.

Exhibit 13: OKDHS Ac�on on Referrals. (LOFT's review of 12 months of 
referrals found the majority were closed to insufficient evidence of fraud.)

Source: LOFT crea�on based on data provided by OKDHS OIG.                                                                   
Notes: Data reflects referrals to OIG from April 21, 2025-April 21, 2026.
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there was not enough evidence to show an overpayment, however, the closure notes state that the 
child care provider verified that they do not have a sign in sheet to track pick ups or drop offs, which is 
a provider program viola�on.94

Criminal Cases

Of the criminal cases 
reviewed by LOFT, each 
of the cases that have 
been closed resulted in 
res�tu�on and deferred 
sentences. In almost all 
cases, Food Stamp 
Fraud, 56 O.S. 243, is the 
primary charge. In some 
cases, Temporary 
Assistance Fraud, 56 O.S. 
185, is also charged. 
Despite 56 O.S. 243 
requiring “any district 
a�orney who enters into 
a deferred adjudica�on 
or who nego�ates for a 
deferred sentence with a 
defendant charged with 
a viola�on of the 
provisions of this sec�on 
shall present the 
defendant with a 
disqualifica�on consent 
agreement as part of the 
deferred adjudica�on or 
sentence” in at least three 
cases, no disqualifica�on 
consent agreement was 
signed. 

As a condi�on of receiving benefits from OKDHS, a Client must review and sign Form 08MP003E, 
which informs the Client of the legal penal�es for making false or misleading statements; 
misrepresen�ng, hiding, or withholding facts; and trafficking of SNAP benefits or Access Oklahoma 
cards. It also no�fies the Client that by signing the Form they are declaring “under penalty of perjury 
that all of the informa�on [they] gave to OKDHS to complete [their] applica�on is true and correct.” 
Under Oklahoma’s statutes, any person convicted of fraudulently obtaining assistance of $500 or less 
is guilty of a misdemeanor and, if the value of assistance is greater than $500, they are guilty of a 
felony.95

94  DHS Data Fulfillment; OIG Case Information 6-15-2026; 260416003.
95  Appendix P provides full statutory citations for the penalties for fraudulently obtaining assistance.

Source: LOFT crea�on based on data provided by OKDH OIG.                    
Notes: Data reflects referrals to OIG from April 21, 2025-April 21, 2026. 
Overpayment amounts depict only that which is a�ributable to child care 
and not addi�onal benefits the client wrongly received. The total amount 
of overpayment due to fraud across all benefit programs is $270,766.90. 
See Appendix R for the total amount of fraud for each case.
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Administra�ve Cases

LOFT’s review of 67 administra�ve case files showed a high likelihood of fraud in all cases except one. 
In almost every case the term “fraud,” or a synonym, and the term “inten�onal” was used. However, 
none of these were referred for criminal prosecu�on even when the amount was over ten thousand 
dollars. The overpayment amounts ranged from $76.20 to $37,670.90, with 13 cases exceeding 
$10,000. Notably, most clients admi�ed to their ac�ons during interviews with OKDHS. As with the 
criminal cases, the Client ac�ons iden�fied in the administra�ve cases fell into three major categories: 
provided fraudulent paystubs, failed to state their true income, or failed to report another household 
member and their income. However, there were a few unique instances: 

In one case, the client owned and operated a daycare licensed by OKDHS. During that �me, she 
applied for and was awarded the child care subsidy. The client received funds for caring for her 
own child at her own daycare, viola�ng both program requirements as a daycare owner and as 
a client receiving benefits. 

In a second case, the client claimed child care for her biological child that was adopted, cared 
for, and lived at a different residence. This client also trafficked her SNAP benefits.   

In three separate cases, clients who were fraudulently receiving benefits worked for or were 
hired by OKDHS while being inves�gated for overpayments.96

OKDHS Accountability and Controls

The internal inves�ga�ve role of the OIG within Oklahoma’s DHS is similar to the structure in place in 
Minnesota when the alleged – and in some cases proven – fraud was occurring. In both Oklahoma and 
Minnesota, the Office of the Inspector General reports to the leadership at the agency administering 
the programs. 

As demonstrated in two 
recent inves�ga�ve reports 
into Minnesota’s oversight of 
assistance programs, this 
structure allows for agency 
leadership to restrain the OIG 
or limit the office’s 
effec�veness.97 As stated in 
the May 2026 report, 
childcare fraud was the star�ng point for “mul�ple vectors of Medicaid fraud.” Minnesota officials 
would later designate 14 program areas as high-risk.

In 2018, the Minnesota Legislature directed the Office of the Legisla�ve Auditor to inves�gate fraud 
within the Child Care Assistance Program. It was later revealed that leadership of the state’s 
Department of Children, Youth, and Families directed the supervisor overseeing the inves�ga�on to 
remove informa�on from the report. A�er the inves�gator warned agency officials that such a request 
was illegal, the agency engaged in a series of retaliatory ac�ons that led to the resigna�on of the 
inves�gator. A�er his departure, Minnesota’s Department of Children, Youth and Families disbanded 

96 DHS Data Fulfillment; Administrative Case Files 251013021 and 250609011; Prosecution Case Files 250529014.
97 2025-2026 Session Report: Waste, Fraud, and Abuse in Minnesota; “The Cost of Doing Nothing: How Tim Waltz and 
Keith Ellison Fueled  Minnesota’s Fraud Explosion,” Staff Report by the House Committee on Oversight and 
Government Reform Majority Staff, June 8, 2026.
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the inves�ga�ve unit and replaced it with a unit focused on administra�ve issues rather than criminal. 
With this change, the term “fraud” was replaced with “overbilling.”98

Whistleblower Laws

In response to fraud revela�ons, Minnesota’s Legislature expanded whistleblower protec�ons and 
recently established an Independent Office of Inspector General that will report directly to the 
Governor. The du�es of the new statewide Inspector General include establishing standards and best 
prac�ces for agency-level inspector generals and periodically reviewing agencies for compliance with 
these standards. Other du�es include the promo�on of data sharing between agencies to prevent and 
iden�fy a suspected person from commi�ng fraud against mul�ple agency programs. If the IG 
recommends improvements to any agency’s head or inspector general, that agency must report 
annually to the chairs and ranking minority members of the legisla�ve commi�ees with jurisdic�on 
over the agency un�l the IG no�fies the agency, the chairs, and ranking members that the 
recommenda�ons are resolved. The IG can refer ma�ers for civil, criminal, or administra�ve ac�on to 
the OIG An�-Fraud and Waste Bureau, the Bureau of Criminal Apprehension, the AG’s office, the 
USDOJ for federal prosecu�on, or other appropriate authori�es. The new posi�on must be appointed 
by February 1, 2027.99

In 2023, the Minnesota’s Whistleblower Act was amended to broaden the defini�on of prohibited 
ac�ons, rewri�ng it as “discipline, penalize, interfere with,  threaten, restrain, coerce, or otherwise 
retaliate or discriminate against an employee regarding the employee's  compensa�on, terms, 
condi�ons, loca�on, or privileges of employment” (Emphasis added).

In 2025, the restric�on of protec�on to classified employees only for one category was changed to 
protect all state employees: “communicat[ing] informa�on that the employee,  in good faith, believes 
to be truthful and accurate, and that relates to state services, including the financing  of state services, 
to:  (i) a legislator or the legisla�ve auditor; or  (ii) a cons�tu�onal officer.” Addi�onally, that same 
sec�on was expanded to include fraud or misuse within state programs or services and expanded who 
informa�on could be disclosed to, including (i) a legislator or the legisla�ve auditor;  (ii) a 
cons�tu�onal officer;  (iii) an employer;  (iv) any governmental body; or  (v) a law enforcement 
official.100

OKDHS confirmed to LOFT it has no agency-specific trainings or handouts related to whistleblowing.101

There is currently no Whistleblower Act in Oklahoma’s statute. Instead, statute tasks the Civil Service 
Division within the Office of Management and Enterprise Services (OMES) with crea�on of a 
confiden�al whistleblower program; this office acts as the central repository for all whistleblower 
retalia�on complaints.102 Administra�ve code defines whistleblower complaints as “agency or 
employee mismanagement and the misuse of state funds or property.”103 Further, it states all 
complaints are routed to the appropriate party for review and disposi�on. The OMES CSD website 
breaks complaints into four categories: 

101  DHS Data Fulfillment; Request List 3 Narrative Responses.
102  62 O.S. § 34.301.

99  HF1338/SF856/CH92.

103  OAC 260:130-11-1.

98  2025-2026 Session Report: Waste, Fraud, and Abuse in Minnesota; “The Cost of Doing Nothing: How Tim Waltz and 
Keith Ellison Fueled Minnesota’s Fraud Explosion,” Staff Report by the House Committee on Oversight and Government 
Reform Majority Staff, June 8, 2026.

100  Minn. Stat. §181.932 (2025).
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OMES’ Risk, Assessment, and Compliance division receives disclosures that are submi�ed to the 
Fraud, Waste, and Abuse portal, which is linked within the Civil Service Division page. However, this 
category is not prominent and the online website’s guidance to employees is focused on complaints 
related to employer retalia�on of whistleblowing and not the repor�ng of fraud, waste, and abuse. 
What LOFT found missing from the current whistleblower program are clear defini�ons of the 
ac�vi�es covered under the whistleblower protec�on and adverse ac�ons that an employee would be 
shielded from. Employees are also not empowered to report suspected ac�vity directly to an 
authority. 

Opportuni�es to Improve Fraud Preven�on and Detec�on

Throughout this evalua�on, LOFT iden�fied opportuni�es for OKDHS to strengthen its ability to both 
prevent and detect fraud, which should begin with the agency incorpora�ng fraud awareness and 
detec�on training into the Child Care Assistance Program and all of its program areas. LOFT observed 
an agency prac�ce of compartmentalizing fraud to only certain posi�ons, which overlooks the 
opportuni�es of personnel that have direct contact with clients or providers to iden�fy poten�al fraud 
flags. For example, when accompanying OKDHS workers on monitoring visits to childcare providers, 
the workers looked only for viola�ons that would cause a provider to lose its license or its quality 
ra�ng. LOFT observed DHS workers examining an a�endance sheet to confirm the number of children 
present but overlooking poten�al a�endance viola�ons and not ques�oning the age of older children 
in the care of the provider who appeared to be school age, who were being cared for during school 
hours.
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In response to these observa�ons, OKDHS confirmed to LOFT that there is no coordina�on or training 
provided by the agency’s Office of the Inspector General to assist staff in iden�fying poten�al fraud 
risks.104

OKDHS could also strengthen its Office of the Inspector General by:

• Transferring the staff from the Benefits Integrity Recovery Sec�on to instead be under the OIG, 
as the unit determines overpayment amounts and leads collec�on efforts.105

• Dedica�ng more personnel to the OIG’s inves�ga�ve branch, poten�ally reclassifying the 
current three program auditors under the Quality Audit Unit as addi�onal law enforcement 
agents that could be available to conduct inves�ga�ons.

• Adop�ng a clear posi�on on the pursuit of fraud over administra�ve penal�es.

To guard against agency personnel suppressing fraud concerns raised by its staff, the Legislature could 
also consider crea�ng an independent statewide Inspector General posi�on that is directly 
accountable to the Governor and who would increase the accountability of state-level inspector 
generals. In addi�on to the newly created role in Minnesota, LOFT found other states that have 
adopted the model of a State Inspector General that is directly accountable to the Governor: 
Massachuse�s was the first state to create a statewide office for the preven�on and detec�on of 
fraud, waste and abuse and con�nues to be the only office of this type with oversight into all 
municipali�es within its state. New York and Florida also have a statewide Inspector General that is 
appointed by the Governor.

As demonstrated in Minnesota, fraud is a crime of opportunity, and when there is no deterrent to 
fraud, it scales. While Oklahoma’s DHS has not yet experienced the level of fraud found in Minnesota, 
it is following some concerning trends such as choosing not to pursue criminal charges for fraud and 
instead handling cases administra�vely, with few consequences, and labeling fraudulent ac�ons as 
overpayments. 

LOFT’s assessment focused on the risks to the Child Care Assistance Program, but if OKDHS does not 
priori�ze fraud preven�on and detec�on agency wide, then the risk is not just with the Child Care 
Assistance Program but with all assistance programs administered by the agency.

104  LOFT meeting with OKDHS, April 24, 2026.
105  OKDHS informed LOFT on July 31, 2026 that the Office of the Inspector General recently assumed responsibility 
for calculating an estimated overpayment amount for each referral before assignment for investigation, a function 
previously performed by the Benefit Integrity and Recovery Section (BIRS).
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Summary of Policy Considera�ons and Agency 
Recommenda�ons
The Legislature may consider the following policy changes:

• Require that OKDHS refer all cases that meet the statutory defini�on of fraud to the district 
a�orney.

• Establish whistleblower laws that define protected ac�vi�es and adverse ac�ons against an 
employee.

• Add the Office of the Auditor and Inspector as a recipient of whistleblower complaints.

The Oklahoma Department of Human Services should:

• Adopt a clear posi�on on the pursuit of fraud over administra�ve penal�es.
• Submit all substan�ated fraud cases to a District A�orney or Assistant United States A�orney 

first for poten�al criminal prosecu�on, with OKDHS pursuing recovery through administra�ve 
processes only if the case is declined.

• Ins�tute new training and procedures to incorporate fraud iden�fica�on into monitoring visits 
by licensing workers to child care providers.

• Require that any system alerts generated due to income discrepancies be forwarded to the 
agency’s inves�ga�ve unit for review before being cleared from the system and require Adult 
and Family Services workers to process G1DX errors within 30 days.

• Transfer the staff from the Benefits Integrity Recovery Sec�on to the Office of Inspector 
General (OIG), as the unit determines overpayment amounts and leads collec�on efforts.

• Dedicate more personnel to the OIG’s inves�ga�ve branch, poten�ally reclassifying the current 
three program auditors under the Quality Audit Unit as addi�onal law enforcement agents 
that could be available to conduct inves�ga�ons.

• Adopt policies to reject any documenta�on that is blurred or unreadable and require 
verifica�on of all documenta�on as a standard prac�ce. Incorporate these policies into annual 
employee training.

• Ensure completeness of the applica�ons for the child care subsidy by ensuring that
informa�on collected during the applica�on for other benefits is transferred to the child care 
applica�on.

• Use the agency’s recently acquired access to a credit repor�ng service to verify income on a 
monthly basis, and also request a waiver from the federal government to reassess eligibility as 
needed.

• Expand its user agreement to include language prohibi�ng manipula�on of the new app’s 
ability to confirm physical a�endance.

• Require OKDHS conduct an address verifica�on of the responsible parent(s) or guardian(s) of 
the child through:

o Entering into a memorandum of understanding with Service Oklahoma to use the 
State’s driver’s license database for address verifica�on.

o Coordina�ng with OKDHS’ Child Support Services Division to confirm the last known 
address of the absent parent.

• Require that all referrals entered into the Office of the Inspector General’s database include 
documenta�on of all a�empts to assess the strength of the allega�ons.
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• Periodically have OKDHS OIG test the strength of the agency’s fraud detec�on by submi�ng
fraudulent documents for OKDHS workers to process.

• In accordance with Administra�ve Rules and the State Plan, require child care providers a�est
to whether client copayments have been paid.

• Consider administra�ve ac�on against clients that fail to remit copayments to providers.
• For providers whose ac�ons are found to have inten�onally resulted in overpayment of the

Child Care Assistance Funds, reduce the provider’s quality ra�ng status and corresponding
reimbursement rate by one level.
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Appendix A: Methodology 
Stakeholders Engaged 

• Oklahoma Department of Human Services:
o Child Care Services Division
o Adult and Family Services Division
o Office of the Inspector General
o Child care providers

• Licensed Child Care Association of Oklahoma
• Office of the State Auditor & Inspector

Summary of Investigations into Minnesota’s Child Care Assistance Program 

LOFT’s research into suspected fraud in Minnesota’s Child Care Assistance Program included a review 
of the following public reports and testimony: 

• Child Care Assistance Program: Assessment of Fraud Allegations. A Special Review of the Office
of the Legislative Auditor, March 13, 2019.

• Child Care Assistance Program: Assessment of Internal Controls. A Special Review of the Office
of the Legislative Auditor, April 10, 2019.

• When Public Funds are Abused: Addressing Fraud and the Theft of Taxpayer Dollars, hearing of
the House Judiciary Subcommittee on Crime and Federal Government Surveillance, January 21,
2026.

• Waste, Fraud, and Abuse in Minnesota. 2025-2026 Session Report. Minnesota Fraud and
Prevention Oversight Committee, May 13, 2026.

• The Cost of Doing Nothing: How Tim Waltz and Keith Ellison Fueled Minnesota’s Fraud
Explosion. Staff report by the House Committee on Oversight and Government Reform Majority
Staff, June 8, 2026.

Survey Methodology 

LOFT disseminated a child care provider survey on May 1, 2026, and closed the survey on May 11, 
2026. The survey was disseminated on LOFT’s behalf by the Licensed Child Care Association of 
Oklahoma to its members on its social media page. The survey garnered 560 responses.  

In order to preserve data integrity, LOFT removed two types of responses from analysis. First, LOFT 
removed the 180 survey responses that did not submit a provider identification number. Secondly, 
LOFT removed 13 duplicate responses, meaning the same provider identification number had 
submitted multiple responses. In instances where the same respondent submitted one fully complete 
survey and one blank, LOFT retained the complete response and removed the blank submission. In 
instances where the same provider submitted multiple complete responses, LOFT retained the most 
recently submitted answers and removed the older submissions.  

Removing the 180 responses that failed to enter a provider identification number plus the 13 duplicate 
responses left 367 valid survey submissions. All analysis is based on these 367 responses.  

In 2025, 54 percent of Oklahoma child care providers in Oklahoma were child care centers. Survey 
responses came from 56.6 percent child care centers and 43.4 percent home providers, reflecting a 
valid distribution of providers. 
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Methodology for Child Care Center Legitimacy Observations 

LOFT conducted surveillance of six centers located within Oklahoma City. The centers were determined 
from a list obtained by the Oklahoma Department of Human Services of the ten child care providers 
receiving the highest annual amounts of the childcare subsidy funds. The remaining four centers were 
located outside of the greater Oklahoma City metropolitan area. 

Using a standardized form, LOFT evaluators observed activity at each facility within a minimum one-
hour period, either in the morning (7:30 a.m. – 9:30 a.m.) or late afternoon (3:30 p.m. to 5:30 p.m.) to 
correspond with typical timeframes for parents either dropping children off or picking them up. 

LOFT focused its observations on evidence that the center was operational or signs that would lead to 
reasonable suspicion that the center is either not operating or operating at a level that matches the 
subsidy payments. 

LOFT recorded the number of parents arriving with a child(ren) and then departing without the 
child(ren); the number of parents arriving without a child(ren) and then departing with a child(ren); 
adults coming and going from the facility without children; and the presence of an outside play area 
and whether children could be observed using the space.  
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Appendix B: Glossary of Terms
To aid in references and use of acronyms throughout this evaluation, LOFT provides the following 
glossary of terms: 

Child Care and Development Fund (CCDF): The technical name for the child care subsidy funds. CCDF is 
the source of federal funding for the program.  

Child care center: A child care facility that operates 30 or more hours per week. 

Child care home: A child care business located in a provider’s home. Note: Section B of the DHS Child 
Care Subsidy Provider Handbook states that a client seeking approval for the subsidy cannot select a 
provider in which the client or the client’s spouse has an ownership interest nor can the client select a 
child care home in which the client is an employee. 

In-home child care: Child care that takes place in the child’s home. The caregiver must be a relative, 
other than the parents, and cannot live in the same house as the child. 

Quality Rating Improvement System (QRIS): Also known as “stars” or the star system. This is the 
system whereby DHS evaluates and assesses child care quality and assigns stars to indicate quality 
level. Five stars are the highest level possible to obtain. 

Overpayment claim: “A client or child care provider overpayment claim may occur as a result of 
agency, client, or provider error when a household received more child care benefits than it is entitled 
to receive or a provider was paid in error per (b)(1)(B) or (3) of this Section.” (340:40-15-1). 

Agency error overpayment claim: An agency overpayment results from DHS staff did not exercising 
due diligence. This could occur due to AFS staff incorrectly calculating household income or when DHS 
pays a rate that does not align with the unit type enrollment of the child. 

Client error overpayment claim: A client overpayment may happen when the client provides incorrect 
information at the time of application, fails to report any changes that affect eligibility, or uses child 
care for days and hours for which they are not eligible.  

Provider error overpayment claim: A provider error overpayment claim may happen when the day 
care provider submits an incorrect claim, fails to void an inaccurate claim in a timely manner, or 
receives payment for care they did not provide.  

Referral: Any complaint or tip of potential wrong-doing sent to the DHS Office of Inspector General. 
Referrals could be named or anonymous and can come from within the agency, providers, clients, or 
the general public. 
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Appendix C: Child Care Eligibility and Copayment Rates 
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Appendix D: Oklahoma’s Compliance with Federal 
Regulations 
The regula�ons that govern the Child Care and Development Fund are outlined in 45 CFR Part 98 
managed by the Department of Health and Human Services, which serves as Oklahoma’s lead agency. 

Each state’s designated lead agency must establish a state plan to administer the program. The state 
Plan must contain certain provisions as outlined in 45 CFR 98.16. The Plan is then submited and 
subject to approval by the Assistant Secretary of Department of Health and Human Services.  

The Secretary may temporarily waive one or more of the requirements using a waiver. With approval 
from the Department of Health and Human Services, Oklahoma is opera�ng under a waiver un�l 
August 1, 2026, which waives requirements in the following rules: 

1. 45 CFR 98.45(m)(l) for paying providers;

2. 45 CFR 98.45(m)(2) for basing provider payments on a child’s authorized enrollment; and

3. 45 CFR 98.16(y), 98.16(z), 98.30(b)(1), and 98.50(a)(3) for some grants and contracts for direct
services for infants and toddlers, children with disabili�es, and children in underserved
geographic areas.

Addi�onally, Oklahoma’s plan was approved with 18 areas of non-compliance, most of which were not 
included in the waiver. Four of the non-compliant areas are scheduled to be compliant by July 31, 2026, 
with the remaining fourteen listed to be compliant by December 31, 2026.  
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Appendix E: Family Eligibility Criteria 
As of May, 2025, OKDHS’ eligibility criteria, as defined in OAC 340:40-7, is: 

• The household income does not exceed 85 percent of the state median income
• The household assets must not exceed $1,000,000
• The child’s parents must reside in Oklahoma
• The child must be a United States citizen or a qualified alien*

o All applicants must submit a declaration of citizenship
o The DHS worker must verify the child’s status through the Systematic Alien Verification

for Entitlements (SAVE)
• The child must be younger than age 13
• A child with a disability must be younger than 19 years of age
• A child under court supervision may be eligible through the age of 19 accompanied by a

statement from a child welfare specialist or the Office of Juvenile Affairs
• The child must live with a parent who is working or in job training
• A child is predetermined as eligible for the child care subsidy with no copayment obligation if

they are a recipient of Supplemental Security Income, SNAP, or TANF, or the Refugee
Resettlement Program.

Notes: Qualified aliens include, among other things, those who are granted asylum according to federal law, 
Afghan humanitarian parolees per the Afghanistan Supplemental Appropriations Act of 2022, and a Ukrainian 
citizen per Section 401 of the Additional Ukraine Supplemental Appropriations Act of 2022. 
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Appendix F: Client Acknowledgement of Responsibilities

Source: DHS Rights, Responsibilities, and Signature for Benefits Form 08MP003E. 
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Appendix G: Allowable TANF Expenditures 
States are granted flexibility in how Temporary Assistance for Needy Families funds are used. States 
are allowed to use TANF funds for direct cash assistance to low-income families to use for any purpose. 
States are also able to spend the funds on other programs that support low-income families, including 
work, education, and child care programs. 

The Center on Budget and Policy Priorities provides the following categories for the funds: 
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Appendix H: Provider Requirements for Child Care Subsidy 
Title 340, Chapter 40, Subchapter 13 of Oklahoma Administrative Code lists requirements for a 
provider to contract with DHS to receive the child care subsidy. 

There are three types of providers that fall under one of two types of care (out-of-home or in-home): 

1. Child care center (a type of out-of-home provider) 
2. Child care home (a type of out-of-home provider) 
3. In-home child care (care provided inside the child’s own residence) 

The client and caregiver must complete and sign three forms: Form 08CC003E, In-Home Mutual 
Agreement; Form 08CC004E, Mutual Agreement Regarding the Plan of Care; and Form 08CC005E, In-
Home Provider Health and Safety Checklist. Once these forms are approved, the caregiver is authorized 
to bill DHS for services. The caregiver must also provide a copy of their photo identification and Social 
Security Card along with the results of an OSBI criminal history investigation. 
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Appendix I: The Child Care Advisory Committee 
The Committee’s statutorily-defined purpose is to, “recommend minimum requirements and desirable 
standards for promulgation by the Department.” OKDHS’ administrative rules (OAC 340:110-1-17) 
further describe the Committee’s purpose as:  

(A) ensure minimum standards maintenance for children's care and protection away from their homes, 
including: 

(i) constructive programs and services meeting each child's and family's needs; 

(ii) personnel having good moral character and ability of caring for children; 

(iii) adequate and safe housing, sanitation, and equipment; 

(iv) good health care; 

(v) full educational and religious opportunities; 

(vi) good community relationships; 

(vii) essential records and administrative methods; and 

(viii) sufficient funds for sound operation; 

(B) encourage and assist child care facilities toward maximum standards; and 

(C) work for sufficient and adequate child care services development through public and private agency 
partnerships; 

(2) recommend child care program minimum requirements and standards for Oklahoma Department of 
Human Services (DHS) rule promulgation…. 

The agency rules continue:  

(b) Function. The CCAC function is to: 

(1) become informed of DHS programs and policies regarding children; 

(2) express community's and the State of Oklahoma's needs and concerns relating to children's care and 
treatment; and 

(3) express change recommendations, including minimum requirement revisions and encouraging child 
care maximum standards. 

10 O.S. § 404 provides that there will be four subcommittees of the Child Care Advisory Committee:  

 The Residential Children's Services subcommittee shall include at a minimum: 

o a representative of a statewide organization representing children in care arrangements 
outside their own home, 

o a representative of a statewide organization providing residential services to youth in state 
custody… 

 The Child Care Centers subcommittee shall include at a minimum: 

o a representative of a statewide organization advocating for children in care arrangements 
outside their own home, 

o a representative of a statewide organization conducting programs for school-age children… 
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 The Child Care Homes subcommittee shall include at a minimum: 

o a representative of a statewide organization advocating for children in care arrangements 
outside their own home, 

o a parent or guardian with a child receiving care at a licensed child care home… 

 The Quality Rating and Improvement System subcommittee shall include representatives of child 
care centers and child care homes currently licensed by the State and other members as 
determined by the Department of Human Services and the Commission on Children and Youth. 

The law also provides that DHS will create a Child Care Facility Peer Review Board whose purpose shall 
be to participate in the Department's grievance process. DHS rules state that the CCAC will identify 
members to serve on the Peer Review Board.  
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Appendix J: DHS Verification Guidance for Employees – 
Identity 



LOFT Evaluation: Child Care Subsidy       LOC DRAFT A14 

Appendix K: DHS Verification Guidance for Employees – 
Citizenship Status 



LOFT Evaluation: Child Care Subsidy            LOC DRAFT A15 
 
 

Appendix L: DHS Verification Guidance for Employees – 
Household Composition 
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Appendix M: DHS Verification Guidance for Employees – 
Income 
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Appendix N: DHS Verification Guidance for Employees – 
Resources

 
 
  



LOFT Evaluation: Child Care Subsidy            LOC DRAFT A18 
 
 

Appendix O: Fraud Detection Guidance Provided by DHS to 
Adult and Family Services Employees 

Source: OKDHS website, AFS Pre-Academy. 
Screenshot taken July 16, 2026. 
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Appendix P: Statutory Penalties for Fraudulently Obtaining 
Assistance 
 
 
  

 

“No person shall: Obtain; Attempt to obtain; Aid; Abet; Assist any person to obtain, by means of: a 
false statement or representation, false impersonation, a fictitious transfer, conveyance or 
encumbrance of property or income, knowing and willful failure to report to the Department of 
Human Services: income, personal property, real property, household members, or other eligibility 
factors, at the time of application or during a period of receipt of assistance, or any other fraudulent 
device: 

(1) food stamps or coupons, or any benefit or debit card or any other device authorizing 
participation in the food stamp program, to which such applicant for food stamps or coupons, or 
any benefit or debit card or any other device authorizing participation in the food stamp program is 
not entitled, or 

(2) a greater amount of food stamps or coupons, or a greater number of benefit or debit cards or 
any other device authorizing participation in the food stamp program than that amount or number 
which such applicant for food stamps or coupons, or any benefit or debit card or any other device 
authorizing participation in the food stamp program is justly entitled to; … 

Any person, firm or corporation who violates any of the provisions of this section shall be guilty of a: 

misdemeanor, if the aggregate amount of food stamps or coupons, or the aggregate value of any 
benefit or debit card or any other device authorizing participation in the food stamp program 
obtained or transferred is Five Hundred Dollars ($500.00) or less, and, upon conviction thereof, shall 
be punishable by a fine of not more than Five Hundred Dollars ($500.00), or by imprisonment in the 
county jail for not more than three (3) months, or by both such fine and imprisonment, in the 
discretion of the court, or 

Class D3 felony offense, if the aggregate amount of food stamps or coupons, or the aggregate value 
of any benefit card or debit card or any other device authorizing participation in the food stamp 
program obtained or transferred is in excess of Five Hundred Dollars ($500.00), and, upon 
conviction thereof, shall be punishable by a fine of not more than Five Thousand Dollars 
($5,000.00), or by imprisonment as provided for in subsections B through F of Section 20P of Title 
21 of the Oklahoma Statutes, or by both such fine and imprisonment, in the discretion of the court.” 

 

 

 

56 O.S. 243 (Food Stamp Fraud) 
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“Any person who:  

1. Obtains or attempts to obtain, or aids, abets or assists any person to obtain, by means of a false 
statement or representation, by false impersonation, by a fictitious transfer, conveyance or 
encumbrance of property or income, by a knowing and willful failure to report to the Department 
of Human Services income, personal property, real property, household members, or other 
material eligibility factors at the time of application or during the receipt of assistance, or by other 
fraudulent device, assistance to which an applicant is not entitled or assistance greater than that to 
which an applicant is justly entitled; or 

2. By sale, barter, purchase, theft, acquisition, possession or use of any electronic benefits or debit 
card or any other device authorizing participation in the Temporary Assistance for Needy Families 
or other program of the Department, knowingly obtains, aids, abets or assists any person to obtain 
or attempt to obtain assistance to which a person is not entitled, 

shall be guilty of a misdemeanor, if the aggregate amount of assistance received as a result thereof 
is Five Hundred Dollars ($500.00) or less. Upon conviction thereof, such person shall be fined not 
more than Five Hundred Dollars ($500.00) or be imprisoned for not more than three (3) months or 
be both so fined and imprisoned in the discretion of the court; provided, however, if the aggregate 
amount of assistance received as a result thereof is in excess of Five Hundred Dollars ($500.00), 
such person shall be guilty of a Class D3 felony offense and, upon conviction thereof, shall be fined 
not more than Five Thousand Dollars ($5,000.00), or be imprisoned as provided for in subsections B 
through F of Section 20P of Title 21 of the Oklahoma Statutes, or be subject to both such fine and 
imprisonment in the discretion of the court.” 

 

56 O.S. 185 (Fraud in Obtaining Assistance) 
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Appendix Q: Findings Related to DHS Child Care Assistance 
Program, as Reported by the State Auditor and Inspector 
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Appendix R: Total Fraud by Benefit Type for Criminal Cases 
Case SNAP LIHEAP Child Care Total 

220926046 $        8,620.00 $        6,983.20 $     15,603.20 
230915015 $     41,383.00 $     56,080.50 $     97,463.50 
240306014 $        6,655.00 $      684.00 $     20,558.70 $     27,897.70 
240517005 $     16,032.00 $      850.00 $            345.00 $     17,227.00 
240619015 $     11,534.00 $      660.00 $        1,532.00 $     13,726.00 
240819013 $     16,980.00 $  1,252.00 $        7,429.80 $     25,661.80 
250428019 $     12,118.00 $        4,441.00 $     16,559.00 
250613015 $     16,056.70 $     16,056.70 
240322014 $     40,572.00 $     40,572.00 

Total $  113,322.00 $  3,446.00 $  153,998.90 $  270,766.90 
Source: DHS OIG Data Fulfillment. 
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August 14, 2026    
 
LOFT’s comments on the response from the Oklahoma Department of Human Services 

As part of LOFT’s protocol, agencies are granted the opportunity to respond to the evalua�on report 
and findings. Por�ons of OKDHS’ response warrant further clarifica�on or correc�on. With this 
response, LOFT seeks to address ques�ons of fact and not differences of opinion. 

LOFT’s response to inaccurate or misleading statements: 

Finding 1: Oklahoma’s Child Care Subsidy Program is Unlikely to Experience Large-Scale Coordinated 
Fraud, but Other Risks for Fraud and Abuse of the Program Remain 

 In its response, OKDHS contends that “expanding [caseworkers] primary responsibili�es to include 
fraud detec�on risks diver�ng aten�on from their core mission of protec�ng children’s health and 
safety.” LOFT does not recommend that fraud detec�on be the primary duty of caseworkers, but 
instead proposes these workers also be trained on fraud detec�on that naturally compliments the 
work already being performed.  
 

 OKDHS incorrectly asserts that it does not have a responsibility to ensure that family copayments 
are being made to child care providers. OKDHS states its “responsibility is to administer the Child 
Care Subsidy Program in accordance with applicable laws and program requirements.” (emphasis 
added.) Family copayments are part of the program requirements, as demonstrated in the report 
with cita�ons of OKDHS’ administra�ve rules, the agency’s writen policies, and an atesta�on form 
that OKDHS requires clients to sign, which includes the copayments as a term of the agreement. 
LOFT does not suggest the agency insert itself into “individual copayment disputes,” as stated in the 
response. LOFT instead recommends that OKDHS confirm with providers the status of copayments 
and consider penal�es for clients who regularly fail to remit the copayments. As stated in the 
report, by not confirming that child care providers are receiving the required copayments from 
clients, OKDHS is enabling viola�on of the program rules it established.  

Finding 2: Efforts to Prevent and Detect Fraud within the Child Care Assistance Program are 
Compartmentalized, and when Fraud is Found, DHS is Reluctant to Criminally Pursue 

 OKDHS’ response states that child care staff are not “trained or equipped to conduct financial or 
criminal inves�ga�ons.” LOFT does not suggest front line staff be trained as inves�gators. Rather, 
LOFT recommends training on fraud detec�on and preven�on measures that naturally align with 
their exis�ng du�es of reviewing documenta�on submited during the applica�on process. 
Addi�onally, LOFT contends it is reasonable due diligence for workers to conduct basic public 
records searches to ensure that benefits are being awarded to the correct individuals. 
 

 In its response to LOFT’s conclusion that the agency favors the more lenient approach of 
administra�ve recovery when fraud is found, OKDHS asserts this path is necessary to “maximize 
program integrity.” While seeking payment recovery through an administra�ve process may be 
more expedient, it is LOFT’s conten�on that criminal prosecu�on would maximize program integrity 
as it acts as a deterrent to future fraud. 

 
 OKDHS states that administra�ve recovery and criminal prosecu�on serve different purposes and 

should not be viewed as interchangeable remedies. LOFT agrees with this statement but must 
clarify that OKDHS does not have set standards regarding the thresholds at which fraud cases are 
referred for criminal prosecu�on, making the decisions subjec�ve. 
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