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Highlights

®  The Department of Children and Youth (DCY) will experience information technology (IT)
costs to contract with an entity capable of (1) allowing DCY live and stored access to child
care center camera systems, and (2) providing the necessary software to establish and
maintain the required online attendance portal. There will be one-time costs related to IT
infrastructure that could total between $9.9 million and $16.1 million and ongoing costs
between $4.8 million and $7.9 million per fiscal year. However, the extent of these costs
depend on many factors including the terms of the contracts and actual program
implementation.

= Additionally, DCY will likely experience additional staffing costs related to video
surveillance and investigation and enforcement, as well as cybersecurity, help desk, and
appeals costs totaling several millions of dollars per year. These costs could total between
$3.7 million and $5.4 million per year. Again, this cost depends on the program’s actual
implementation.

® Any publicly owned child care center will realize costs to obtain camera(s) or other
necessary equipment or software if they do not already have these.

®  Publicly funded child care (PFCC) payments could also be impacted, depending on the
differences between the current method for calculating attendance and the bill’s
requirement to use the information collected in the new online attendance portal.

®  The Auditor of State (AOS) would incur costs for investigating any referrals made by DCY
concerning probable or suspected waste, fraud, abuse, or misrepresentations on the part
of a PFCC provider. The cost for these investigations would be covered under existing GRF
appropriations.
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®  The cost of any audits that the AOS would need to do related to these cases, however,
would be charged to DCY and deposited into the Public Audit Expense — Intrastate Fund
(Fund 1090). The billable rate for state agencies is $90 in FY 2025 and $95 in FY 2026.

®  The Attorney General (AGO) will incur unbudgeted costs to establish a new operational
section to institute appropriate legal action on the Auditor’s referral or at DCY’s request.
The magnitude will depend on staffing levels, case volume, and complexity, and will be
funded through a mix of operating funds from both GRF and non-GRF.

®  Local courts may experience additional case filings if the AGO files enforcement actions
related to referrals from AOS or DCY.

Detailed Analysis
Camera surveillance of child care centers

The bill requires each child care center to procure and maintain a camera, collection of
cameras, or camera system at every entrance to and exit from the center and in the center’s
general areas where children receive child care. Under the bill, each camera, collection, or system
must record for each day that the center operates and must be capable of storing each day’s
video for the 60-day period immediately following the day’s recording. Beginning on the bill’s
effective date, each center must provide, on the request of the Department of Children and Youth
(DCY), access to every center camera, collection, or system, including the stored video. Beginning
not later than 12 months after the bill’s effective date, each center must also provide, on DCY’s
request, live access to every center camera. DCY is required to develop and implement a system
capable of surveilling live and stored video from child care centers and must surveil and use video
to conduct unannounced inspections, visual attendance audits of centers, and any other
administrative matter and to monitor children’s health and safety. The bill requires DCY to adopt
related rules to enforce the bill’s provisions. Additionally, DCY must prepare an annual report on
the inspections conducted by camera that includes the number of inspections conducted, the
number and types of violations found, and the steps taken to address the violation.

If a child care center fails to comply with the bill’s camera requirements, DCY may
terminate the center’s contract to provide publicly funded child care (PFCC). The bill also requires
DCY to immediately suspend or withhold any further state payments to a center if an inspection
or audit indicates that the center engaged in probable or suspected waste, fraud, and abuse; false
attendance reporting; or other material misrepresentations, pending DCY’s full investigation and
adjudication.

Any publicly owned entity licensed as a child care center (such as those operated by state
universities or school districts) would realize costs to obtain a camera or cameras and possibly
software or other equipment to comply with the bill’s requirements.* The total costs will depend
on the number and type of cameras, software, etc. that are necessary, as well as whether these
entities currently use cameras voluntarily for security or parent viewing and if these cameras
would work within the requirements of the bill. Additionally, DCY will experience information

! The bill’s camera requirements apply to child care centers, which excludes those that only serve
preschool age and school-age children, as defined in section 5104.01 of the Revised Code.
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technology (IT) costs to contract with an entity capable of allowing DCY live and stored access to
child care center camera systems. While costs will ultimately depend on the payment terms of
each contract and actual program implementation, costs would be in the millions of dollars. DCY
estimates that the upfront costs to implement, including system design and procurement, costs
to secure footage, establish a streaming platform, and costs to integrate with the PFCC systems,
would be between $5.3 million and $8.2 million. Ongoing costs to support cloud storage,
platform licensing and vendor support, and cybersecurity monitoring and compliance, would be
between $3.2 million and $5.4 million per year. There will likely be additional costs to conduct
visual attendance audits and inspections utilizing the surveillance system, though these costs
may depend on if, or how, these new requirements are integrated into the current inspection
process. Assuming compliance with the bill would include daily live video surveillance, DCY
estimates that five additional full-time equivalent (FTE) staff could be necessary at a cost of
$550,000 per year. Under this assumption, one FTE would be responsible for a region of the state
(northwest, northeast, southwest, southeast, and central). If live video surveillance is not
necessary, these costs may not be realized.

Additionally, PFCC payments could be reduced if a child care center fails to comply with
the bill’s camera requirements or if an inspection or audit indicates that the center engaged in
probable or suspected waste, fraud, and abuse; false attendance reporting; or other material
misrepresentations. Impacts will depend on the number of child care centers that fail to comply
with the bill’s provisions and those suspected of fraud, as well as the subsequent actions taken
by DCY. PFCC payments vary due to a number of factors, including child care facility type, location,
child’s age, and the provider’s Step Up to Quality rating.

Online attendance portal — child care centers

Beginning not later than 12 months after the bill’s effective date, the bill requires DCY to
establish an online portal for the purpose of tracking child care center attendance through the
automated child care system. Under the bill, DCY must provide each center with appropriate
software to allow a child’s caretaker parent to record the child’s attendance. The bill establishes
several conditions on the portal’s use. The bill also requires DCY to use attendance records
submitted through the portal when calculating a child care center’s PFCC payments.

Existing statutory law requires DCY to establish an automated child care system to track
child attendance and enrollment and to calculate PFCC payments. The existing system allows
families to track their children’s attendance and allows child care providers to send attendance
to DCY for payment. DCY will experience IT costs to contract with an entity capable of providing
the necessary software to establish and maintain the bill’s online attendance portal. Costs will
depend on contract payment terms but would likely be in the millions of dollars. According to
DCY, the estimated startup costs, including costs to develop the portal, to allow for caretaker
parent photos to be included in each attendance record, and to allow for the use of pins or quick
response codes when recording attendance, could range between $4.6 million and $7.9 million,
depending on whether the existing attendance system is enhanced to comply with the bill’s
provisions or if the entire system is redeveloped. DCY also estimates ongoing costs related to
system maintenance and data storage and processing could be between $1.6 million and
$2.5 million per year. Additionally, PFCC payments could be impacted, depending on the
differences between the current method for calculating attendance and the bill’s requirement to
use the information collected in the new online portal to calculate PFCC payments.
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Compliance and support

According to DCY, the abovementioned components of the bill regarding camera
surveillance and a new attendance and payment system will require additional investment in
cybersecurity and privacy compliance, as well as additional support for helpdesk operations,
appeals, hearings, and payment suspensions and corrections. DCY anticipates costs between
$2.6 million and $4.3 million per year related to these activities.

Waste, fraud, and abuse investigations
DCY duties

Under the bill, DCY must conduct a preliminary investigation immediately after receiving
an allegation of probable or suspected waste, fraud, and abuse related to a child care center
providing PFCC. The bill also requires DCY to refer the matter to the Auditor of State not later
than 48 hours after determining, as part of DCY’s preliminary investigation, that (1) the allegation
is substantiated and (2) the DCY Director believes that the center engaged in probable or
suspected waste, fraud, and abuse, including false attendance reporting, or made material
misrepresentations to DCY. Assuming the bill’s provisions result in additional allegations and
investigations, DCY anticipates that four new investigation and enforcement staff would be
required to handle the increased workload. DCY estimates costs of $587,000 per year for these
additional FTE staff.

Auditor of State duties

The Auditor of State (AOS) would incur costs for conducting PFCC investigations, as well
as for carrying out audits under the process outlined in the bill. The Special Investigations Unit
(SIU) would perform any investigative or audit work that is precipitated by a referral from DCY.
Any related investigative work would be covered by available appropriations, most likely under
GRF line item 070404, Fraud/Corruption Audits and Investigations. However, DCY would be billed
for any audit work performed. Under the Statewide Cost Allocation Plan, the hourly billing rate
for state agencies is $S90 in FY 2025 and S95 in FY 2026. The amounts collected from state
agencies is deposited into the Public Audit Expense — Intrastate Fund (Fund 1090). The total cost
to the AOS would depend on the quantity of referrals and the scope of each investigation.

Finally, the AOS might incur some minor administrative costs for providing reports
required by the bill to the Speaker of the House of Representatives and Senate President, as well
as for referring cases to the Attorney General, as required under the bill.

Attorney General authority

On a referral from the Auditor, the Attorney General (AGO) may institute appropriate
legal action, including criminal prosecution, against a provider of PFCC that is the subject of the
referral. The AGO may also institute appropriate legal action against a person or government
entity on DCY’s request in any other instance of probable or suspected waste, fraud, and abuse
relating to the PFCC program. Such an action may include criminal prosecution and is to be
brought against the person or entity engaging in the probable or suspected waste, fraud, and
abuse.

As a result of this duty, representatives of the AGO anticipate creating a new operational
section within the office dedicated to this work. Actual costs will depend on the new case volume
and complexity of those cases. Costs will be funded through a mix of operating funds from both
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GRF and non-GRF sources. The bill does not provide supplemental appropriations to cover these
expenses. Staffing needs will be commensurate to case volume, which is uncertain.

As a matter of practice, it is uncertain how current caseloads for local courts and
investigating agencies could be impacted by the bill. The Ohio Prosecuting Attorneys’ Association
(OPAA) notes that criminal prosecutions under current law have been “extremely rare,” and if
filed, the criminal charges could encompass theft, telecommunications fraud, tampering with
records, identity fraud, or more general licensing violations. Presumedly, the AGO would pursue
similar charges under the authority given to them by the bill. Such cases will likely be filed in
Franklin County, consistent with common practice for Medicaid fraud, even though the statute
does not specify a venue. Overall, the number of additional court cases will likely be minimal in
comparison to current caseloads. To the extent that any criminal cases are currently being filed
by local prosecutors, it is possible that counties could experience minimal savings if the AGO
instead assumes responsibility for prosecuting persons and entities engaging in waste, fraud, and
abuse relating to the PFCC program.

If the bill results in more convictions for certain offenses, it is possible that additional
offenders could be sentenced to jail (misdemeanors) or prison (felonies). Such increases in
detention costs would likely be marginal for any individual county or for the Department of
Rehabilitation and Correction (DRC). The average cost per bed for full-service jails as reported in
July 2024, is $93.70 per day. The marginal cost for DRC to add a small number of offenders to its
inmate population is $13.47 per day, or approximately $4,917 per year. Marginal costs are those
that change directly on a per-person basis with fluctuations in prison population and include
expenses such as medical care, food service, clothing and bedding, and mental health services.
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