
The Child Care and Development Fund (CCDF) is governed by federal law and regulations that require states to
regularly measure and report improper payments to the Administration for Children and Families (ACF) within the
U.S. Department of Health and Human Services (HHS).  
 
Fundamental to understanding this system is recognizing that while all fraudulent payments are considered
improper, not all improper payments result from fraud. 
 
Improper payments and fraud are related but distinct concepts that are often conflated. States operate robust
oversight systems, including eligibility verification, provider monitoring, and case reviews, to ensure compliance
and accountability. Improper payments identified through these avenues most often result from unintentional
administrative or documentation errors, or timing issues related to eligibility. Fraud, by contrast, is a narrow
subset of improper payments involving deliberate misrepresentation or deception, and it accounts for only a small
fraction of improper payment cases. 

CCDF Accountability 
The Child Care and Development Fund (CCDF) is a federal block grant that helps states, territories, and tribes
support low-income families in accessing child care so parents can work, attend school, or take part in job training.
These funds are administered at the state level by designated Lead Agencies.  
 
Every three years, the Lead Agency must submit a CCDF State Plan, outlining how it will operate its child care
program following federal law and regulations. This includes clear policies and internal controls to promote
program integrity and accountability. Among other things, the plan must specifically address how the state will:  

Ensure sound fiscal management;  
Identify areas of risk; 
Provide training on program requirements and integrity; and 
Regularly evaluate internal controls.  

These accountability measures are in place to prevent errors and reduce waste, fraud, and abuse. In addition to
federal review and approval of State Plans, CCDF oversight includes ongoing federal and state monitoring and
regular reporting to ensure accountability and effective program administration. 
 

Improper Payments & Fraud 
CCDF is subject to the Payment Integrity Information Act of 2019 (PIIA), which governs improper payments across
federal programs. Under PIIA, improper payments include overpayments (which may be recoverable),
underpayments, and payments made without sufficient documentation to confirm they were issued correctly.
CCDF regulations also require Lead Agencies to conduct error rate reviews every three years. For these reviews,
an “error” is any violation or misapplication of program requirements – regardless of whether it results in an
improper payment. To calculate both the error and improper payment rates, Lead Agencies review a random
sample of 276 cases, drawn evenly across a 12-month period. States with an improper payment rate above 10%
must develop and implement a corrective action plan.  
 
Fraud involves individuals or entities knowingly providing false information to receive funds. PIIA does not require
agencies to design improper payment measurement methods to capture fraud specifically. Similarly, CCDF error
rate reviews focus on front-end administrative processes, such as eligibility determination and subsidy amounts.
They do not measure fraud or intentional program violations by families or providers. As a result, improper
payment estimates are not a measure of fraud in the program. 
 
CCDF includes additional safeguards to address fraud directly. State Plans must describe policies and procedures
to prevent and detect waste, fraud, and abuse, including processes to investigate suspected fraud, recover
misspent funds, and impose sanctions (such as program disqualification) for program violations. States must
conduct an annual single audit; additional integrity measures also exist at both the state and federal level.
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https://www.ffyf.org/policy-priorities/ccdbg/
https://uscode.house.gov/view.xhtml?req=granuleid%3AUSC-prelim-title31-chapter33-subchapter4&saved=%7CZ3JhbnVsZWlkOlVTQy1wcmVsaW0tdGl0bGUzMS1zZWN0aW9uMzM1MQ%3D%3D%7C%7C%7C0%7Cfalse%7Cprelim&edition=prelim
https://www.ecfr.gov/current/title-45/subtitle-A/subchapter-A/part-98/subpart-K


THE DETAILS: EXISTING SAFEGUARDS AND OVERSIGHT

State Oversight 

Internal Controls: States must maintain
strong controls across eligibility verification,
provider licensing, attendance tracking, and
payment authorization to ensure accurate
and proper payments. 
Risk Assessments: States identify and
manage risks in eligibility and payment
processes through tools such as data
matching, real-time system alerts, and
routine quality assurance and supervisory
reviews. 
Provider Monitoring: States conduct annual,
unannounced inspections of providers
receiving CCDF funds to ensure compliance
with health and safety requirements. 
Single Audits: States that expend $750,000
or more in federal funds annually are subject
to organization-wide audits under the
Uniform Guidance. Findings of unallowable
CCDF costs result in disallowances, requiring
repayment or offset of misspent funds.  
State Audits and Inspector General
Reviews: State auditors and inspectors
general regularly review CCDF expenditures
and drawdown practices to ensure
compliance and accountability.  
Fraud Detection and Investigations: States
investigate complaints, conduct reviews of
providers and families, and refer cases for
enforcement action when warranted. 

Federal Oversight (ACF/HHS) 

CCDF State Plan Approval: ACF reviews and
approves multi-year State Plans that detail
eligibility policies, payment practices,
provider requirements, and internal controls. 
Payment Management Review: States
access CCDF funds through a federal
payment system and must certify that
expenditures are allowable, properly
documented, and tied to eligible services. 
Program Reviews and Monitoring: ACF
conducts ongoing monitoring, including
onsite and desk reviews, to assess
compliance with CCDF requirements, with a
focus on fiscal controls, eligibility
determinations, and payment accuracy. 
Audit Resolution: Federal audits, including
Single Audits under the Uniform Guidance,
identify questioned or disallowed costs and
may require repayments, corrective action, or
additional conditions on future funding. 
Targeted Conditions or Restrictions: When
risks are identified, HHS may impose
additional oversight, such as enhanced
documentation requirements, restrictions on
drawdowns, or prior approval for
expenditures. 
Sanction Authority: Following due process,
HHS may require repayment of improperly
spent funds, reduce a state’s administrative
allotment by up to the amount misspent, or
apply additional sanctions as appropriate. 

 The Bottom Line

Though fraud is identified from time to time, it represents a distinct and narrow category, involving
deliberate misrepresentation, that makes up the minority of improper payments. As such, improper payment
rates are best understood as program integrity measures used to identify areas for improvement, rather
than direct indicators of wrongdoing. Strong state oversight remains central to safeguarding CCDF funds,
while ensuring eligible families can access child care. 

For More Information: Amanda Guarino, aguarino@ffyf.org
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