Dept of Social and Health Services
Program 060 - Economic Services Administration
2025-27 First Supplemental Budget Session
Maintenance Level - BF - HR1 Impact of SNAP Error Rate

Agency Recommendation Summary

The Department of Social and Health Services (DSHS) Economic Services Administration (ESA) requests $1,679,000 ($1,051,000 GF-State)
and 6.0 FTEs to address significant fiscal impacts of federal changes to the Supplemental Nutrition Assistance Program (SNAP), as passed in
H.R.1, the “One Big Beautiful Bill Act.” Without additional resources, Washington’s ability to support food security for nearly one million people
who access resources through the Basic Food program will be at risk.

Fiscal Summary

Fiscal Summary Fiscal Years Biennial Fiscal Years Biennial
Dollars in Thousands 2026 2027 2025-27 2028 2029 2027-29
Staffing
FTEs 6.0 6.0 6.0 6.0 6.0 6.0
Operating Expenditures
Fund 001 -1 $416 $635 $1,051 $144,663 $192,673 $337,336
Fund 001 - 2 $416 $212 $628 $212 $212 $424
Total Expenditures $832 $847 $1,679 $144,875 $192,885 $337,760
Revenue
001 -0310 $416 $212 $628 $212 $212 $424
Total Revenue $416 $212 $628 $212 $212 $424

Decision Package Description

PROBLEM STATEMENT:

H.R.1 was signed into law on July 4, 2025 (P.L. 119-21), introducing unprecedented changes to SNAP. The provisions of this bill end long-
standing eligibility for certain categories of immigrants and reduce the program’s ability to provide adequate nutrition assistance. State
investment will be required to maintain SNAP at current levels of service.

Prior to H.R.1, SNAP benefits had been fully federally funded. Beginning October 1, 2027, states must contribute 0 to 15 percent of the cost
of benefits annually, based on their Payment Error Rate (PER), as assessed by a federally required Quality Control (QC) system. Washington’s
error rate for federal fiscal year (FFY) 2024 was 6.06 percent, and FFY 2025 is currently trending close to 9 percent. The table below
compares the state reported cumulative PER over the same time frame in FFY 2024 to FFY 2025, illustrating that the PER is trending higher in
FFY 2025:

State Reported Cumulative PER

FFY 2024 FFY 2025
Oct-Jan 5.46% 8.60%
Oct-Feb 6.26% 8.14%
Oct-Mar 6.70% 8.26%
Oct-Apr 6.40% 8.92%
Official PER 6.06%

For FFY 2028, states have the option to choose between their FFY 2025 or FFY 2026 assessed error rate. For FFY 2029 and each
subsequent year, the match requirement will be based on the state’s PER from three years prior. The table below illustrates the new policy in

H.R.1 and the potential annual impact on GF-State:
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Benefit Contribution Rate Potential annual state
PER
cost share
0-5.99% 0% $OM
6-7.99% 5% $100M
8-9.99% 10% $200M
10% or more 15% $300M

The USDA Food and Nutrition Service (FNS) released guidance on August 29, 2025, indicating that states must implement the SNAP policy
changes that were effective upon passage of H.R.1 by November 1, 2025. The letter was specifically related to the Low-Income Home Energy
Assistance Program (LIHEAP)/standard utility allowance (SUA) policy changes and requires states to implement the policy by November 1, to
be held harmless from the error rate calculation. The LIHEAP/SUA benefit calculations are currently automated in the Automated Client
Eligibility System (ACES). ACES is an integrated eligibility system spanning more than 100 benefit programs which requires close coordination
between policy and technology teams prior to initiating I'T system changes. The software development cycle takes approximately three months
of code development and testing prior to implementation of system changes — it is highly unlikely that this policy change will be implemented
within the short timeframe provided. Therefore, it is assumed the state will not be held harmless, which means payment errors will apply to
LIHEAP/SUA cases that are reviewed and identified between enactment of H.R.1 and the time at which the IT system can be updated.

If FNS applies a similar interpretation to other immediate H.R.1 policy changes such as the SNAP immigration eligibility changes and work
requirements, it is more than likely that Washinton’s error rate for FFY 2025 and FFY 2026 will be above eight percent and potentially above
10 percent. For this decision package, it is assumed that Washington State will be required to contribute 10 percent of the total federal benefit
allotment in FFY 2028 and FFY 2029, which is approximately $200 million per year.

The PER is determined through the SNAP QC process and is designed to assess the accuracy of eligibility determinations and benefit
calculations. The Division of Program Integrity (DPI) within ESA is responsible for implementing the QC process which is governed by strict,
detailed regulations and procedures set by the FNS, which specify how reviews must be conducted. These regulations define a payment error
as either an overpayment or an underpayment to a household based on eligibility and benefit rules. Unlike standard eligibility determinations,

QC reviews require additional verification steps and must be conducted by an independent unit to ensure impartiality and integrity. The process
is heavily monitored and regimented to meet federal expectations; the work that drives the PER is not general casework but these detailed QC
reviews. The findings from these reviews directly determine the state’s error rate, and therefore, any root cause analysis to reduce the PER must
be conducted through the lens of the QC system.

An increase in the error rate can cost the state millions of dollars in additional payments. If the PER rises, the state’s financial liability to the
federal government will increase significantly. However, if the PER goes down, ESA must still be vigilant in preventing future payment errors to
keep liability down. Not only is H.R.1 implementation bringing more scrutiny to the PER, but policy changes will increase the complexity of
eligibility work, likely leading to more errors and a higher PER. There are also additional complexities for QC reviews, including more manual
verification of work requirements and utility expenses. Any time manual verification is required, it increases the probability that customers will
not return verification, potentially leading to an incomplete QC case. The QC completion rate also has an impact on the PER — the fewer cases
completed, the higher the PER.

The SNAP Performance Reporting System, which includes QC and Management Evaluation, is federally required to be staffed appropriately.
The work performed is regulated in the Code of Federal Regulations and closely monitored by FNS. Errors originating from QC
disproportionately impact the official PER calculation. Payment errors made by eligibility staff contribute dollar-for-dollar to the PER. If not
reported accurately by QC staff, the same payment error can have up to three times as much impact when FNS calculates the PER through a
regression formula. To support the implementation of the upcoming SNAP program changes, corresponding investments in the SNAP

Performance Reporting System are needed to ensure accountability keeps pace with current policy realities.

PROPOSED SOLUTION:
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ESA requests $1,679,000 ($1,051,000 GF-State) and 6.0 FTEs within DPI to address the increased quality assurance work required by the
H.R.1 policy changes.

Increased Case Review:

e Active case reviews: With SNAP cases closing due to Able Bodied Adults Without Dependents (ABAWD) requirements, the QC
team may not have enough active cases to meet the current federal sampling plan. With the expected decrease of 65,000 cases, DPI
will need to re-stratify the caseload and review up to 84 cases later in the year, making it harder to meet the review requirements
without additional staff. This workload is anticipated to be ongoing but will peak every three years at the beginning of each ABAWD
cycle as clients reapply and drop again.

® Negative case reviews: As more customers leave SNAP, there is an increase in case and procedural error rate (CAPER) reviews of
negative case actions. This could result in approximately 200 CAPER reviews in a month, instead of the usual 60.??

e Monitoring of ABAWD error trends is required to identify and address the root causes quickly. The complexity of ABAWD policy
and procedures and the frequency of changes to federal policy impact the accuracy of ABAWD cases and DPI’s work in identifying
the causes of errors.?DPI performs system reviews and analysis of ABAWD policy, procedures, and case actions to ensure that?
management evaluation review methods lead to effective corrective actions.

Targeted / Expanded Evaluation: DPI proposes establishing a small performance system team that leverages expertise across integrity and
eligibility programs to focus on reducing the PER. This team will use data to identify systemic issues, track trends, and develop sustainable,
evidence-based solutions. A core function of the team will be coordinating and submitting Corrective Action Plans to FNS with a strong focus
on tracking implementation, evaluating effectiveness through defined performance metrics, and continuously measuring impacts and outcomes.
The team will work closely with the Community Services Division (CSD) to ensure that upcoming policy and procedural changes are rolled out
to minimize negative impacts on accuracy and compliance. Within QC, the team will use data analysis to decrease the number of QC errors and

improve the QC completion rate, recognizing their direct impact on the PER.

The SNAP performance system team will consist of three core roles, each with distinct yet interrelated responsibilities centered around data,
performance tracking, and error reduction:

1. Washington Management Service (WMS?2) staff will provide overall leadership and coordination for the SNAP performance system
team, with a strong focus on collaborating with internal and external partners to drive system-wide improvements. WMS?2 is focused
on continuous quality improvement and ensuring strong alignment between federal policy and operational implementation. Their
leadership ensures that quality improvement efforts are integrated across programs and are responsive to emerging trends and
operational realities.

2. Social & Health Program Consultant (SHPC3) staff will focus on translating systemic findings into practice at the Quality Control
Specialist (QCS) and Public Benefits Specialist (PBS) levels, supporting field staff through data-informed tools, training, and quality
assurance efforts. This role works within DPI and coordinates work in collaboration with CSD’s Quality and Compliance team to
reach QCS and PBS staff, which is central to reducing errors and improving case accuracy.

3. Management Analyst (MA4) staff will serve as the SNAP performance system team's primary data strategist and project manager.
This role is central to advancing quality improvement through accurate data tracking, analysis, and reporting. The MA4 collects,
manages, and analyzes data related to the PER, QC completion, and CAP outcomes, ensuring all initiatives are evidence-based and
performance-driven.

Alignment across roles allows the team to effectively address errors at three levels. For example:

® (Quality Improvement: MA4 drives data-informed insights; WMS2 uses insights to lead policy/system-level changes and coordinates
with partners; SHPC3 implements changes on the ground by supporting and training QC staff.

e CAP lifecycle: MA4 tracks performance data pre- and post-CAP implementation, identifies where CAPs are succeeding or failing;
WMS?2 oversees CAP strategy, coordinates with FNS and CSD leadership; SHPC3 validates whether CAP strategies are being
applied accurately in the field and provides frontline feedback.

e Feedback and Learning Loops: SHPC3 collects qualitative feedback and identifies challenges faced by QCS and PBSs; MA4
merges this with quantitative data to highlight patterns and performance gaps; WMS?2 facilitates cross-agency discussions to turn these
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findings into system-level improvements.

There is not one perfect solution to reduce the PER, and this Maintenance Level request is the bare minimum. As far as additional policy level
considerations, DSHS is investigating several targeted approaches designed to reduce the current error rate below eight percent in FFY 2026
and below the six percent threshold ongoing. The cost estimates for the policy options below are under development and are not included in

this request.

Increased Oversight: CSD proposes expanded use of secondary review methods prior to final eligibility determination for high error-prone
cases and for staff with higher than acceptable error rate performance. Increased and expanded use of such preauthorization reviews will allow
for a lead worker or supervisor to review each case before a final decision is made. Such reviews will allow for errors to be caught before
finalization of a case and thus reduce the state’s error rate and increase opportunities for coaching staff and thereby reducing future errors.

Additionally, eliminating these potential errors means that participants will receive the correct benefits.

Increased Capacity: CSD proposes increasing staff capacity for increased quality and accuracy. PBS staff determining eligibility for SNAP are
under increased pressure to provide both accurate and speedy service to applicants and participants. Increased focus on “wait times” in the
Community Service Office Lobbies and the Customer Service Contact Center have shifted focus more heavily on speed. Increasing staff
capacity to allow for appropriate interaction times with clients will increase accuracy by:

e Allowing appropriate time to explain requirements to clients, reducing client errors; and,

o Allowing for a complete review of all areas of eligibility, which can help to find or avoid errors.

Review process and procedures: A joint working group between CSD and DPI is underway that will, among other things, review processes
and procedures that may be leading to high error rates and explore feasible solutions to mitigate those. The full resource impact of these ideas is

not yet known.

Automation: ESA proposes funding to evaluate, procure and implement technology solutions that could prevent or reduce the chance of errors.
Significant automation options have been proposed and used in many areas of human services, which could reduce simple errors (i.e. manual
keying errors), review case actions (Artificial Intelligence options to conduct final review and provide alerts where there are potential

discrepancies), allow for increased self-service, or alternative communication options and reminders.

EXPECTED RESULTS:

The cumulative and overlapping outcome of these approaches are designed to attack the error rate from multiple angles.

Targeted / Expanded Evaluation: The most important outcome of funding this team is a decrease in the SNAP PER and, therefore, lower state
matching contributions. The areas of focus listed below will lead to a year-over-year decrease in the PER, ideally bringing Washington below
the six percent threshold for matching funds. Though for the reasons stated above, that goal may not be reached until after FFY 2026:

® Reduce recurring errors in high-risk eligibility areas, such as income budgeting and shelter cost documentation. This is especially
critical with the implementation of H.R.1-related SNAP work requirements, which are often high-dollar and high-impact. Proactive
preparation by this team can help prevent an increase in errors as H.R.1 policies introduce greater complexity to eligibility
determinations. Leveraging data to monitor progress and guide follow-up will ensure efforts remain targeted and responsive to actual
trends.

e Demonstrate closure of error trends through targeted CAPs and reduce other common repeat error types. Currently, the process
lacks consistent data use and structured follow-up, making it difficult to assess whether corrective actions are effectively resolving
underlying issues. With systematic tracking and post-implementation evaluation, ESA can drive greater accountability and achieve
sustainable, measurable reductions in errors.

e Strengthen internal DPI operations by reducing QC errors and improving the QC completion rate—both of which substantially impact

the PER. For the first time, this effort will benefit from dedicated resources, and a more analytical, outcome-focused approach will
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enhance transparency, enable precise course correction, and support informed decision-making about what works.

Specific deliverables for the team center around data and measurement improvements. A comprehensive error tracking dashboard will give
leaders actionable insights and allow integrity staff to dig deep into error trends and data. Establishing internal baselines and benchmarks for
error types and completion rates, as well as timely and actionable root cause analyses, will provide a platform for measurable improvement

work.

Operationally, the addition of this team will strengthen key areas that directly impact the PER. The WMS will provide critical performance
system focused leadership and alignment regarding policy and H.R.1 implementation, helping to reduce errors caused by unclear or inconsistent
guidance. The MA4 will lead the development of more effective, measurable CAPs that target root causes and track progress over time. The
SHPC3 will ensure that the team's findings are translated into practical improvements, resulting in more accurate work from both QC
Specialists and PBS staff. Together, these roles enhance program integrity, improve error detection and prevention, and support sustained
reductions in the error rate.

Without funding this team, there are no dedicated resources explicitly focused on addressing the factors that drive the PER from a QC
perspective. As a result, existing staff are stretched thin and forced to operate reactively rather than proactively. The absence of these experts
results in initiatives that are not in alignment with QC Codes of Federal Regulations (CFRs) and procedures, increasing the risk of a higher PER
and exposing the state to higher federal matching fund liabilities. The upcoming implementation of H.R.1 policies, particularly around work
requirements and SUA eligibility, will add substantial complexity and are likely to drive more high-dollar, high-impact errors if not monitored
closely with the QC perspective. At the same time, increased verification requirements and customer cooperation challenges will reduce QC
completion rates, further impacting program accuracy. The upcoming requirement to return to face-to-face interviews for QC reviews adds
another layer of operational strain, likely worsening completion metrics. In short, without this funding, the state will be less equipped to manage
policy changes, prevent costly errors, or meet federal compliance standards, making this proposal a critical investment in program integrity and

fiscal responsibility.

Increased Oversight: By increasing lead work and supervisor capacity to increase preventative measures with new and experienced staff as well
as conduct preauthorization reviews, ESA anticipates an ability to prevent errors from happening and provide much needed on-the-job training
and coaching to PBS staff, which should reduce errors and provide a good foundation for maintaining a lower error rate.

Increased Capacity: Increasing staff capacity to perform quality interviews and verifications will ensure that simple errors in documentation,
verification or keying can be avoided. Additionally, it would create more time to explain benefits and reporting requirements to participants.

However, to allow for that increased handle time, while not impacting customer wait times, additional staff will be required.

Review process and procedures: Collaboration between QC and Policy and Operations experts to review policy, process and procedures will

result in strategies that will clarify procedures, target training and update policy. Outcomes to be determined.

Automation: impact to be determined.

Agency Contact: Seth Nathan, seth.nathan@dshs.wa.gov_

Program Contact: Kelci Karl-Robinson, kelci.karl-robinson@dshs.wa.gov
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Assumptions and Calculations

Expansion, Reduction, Elimination or Alteration of a current program or service:

See attached — 060-ML-BF-HR1 Impact of SNAP Error Rate.xIsb

Detailed Assumptions and Calculations:

See attached — 060-ML-BF-HR1 Impact of SNAP Error Rate.xIsb
Refer to decision package 110-ML-BG-HR1 IT Impacts for IT-related costs and backup.

ACES is currently programmed to pay SNAP benefits with 100 percent federal funds. System changes will be necessary to pay a state share
beginning October 1, 2027. Policy considerations to lower the error rate, still under development, will have additional IT system impacts.

Workforce Assumptions:

See attached — 060-ML-BF-HR1 Impact of SNAP Error Rate.xIsb
Historical Funding:

The information below reflects the total budget for DPI, the ESA division responsible for the QC process and calculating the state reported

error rate.

FY 2026
o FTE=64.7FTE
e Total Funds = $8.3 million
e Near General Fund = $4.3 million
o Other Funds = $4.0 million

FY 2027
o FTE=64.7 FTE
o Total Funds = $8.3 million
o Near General Fund = $4.3 million
e Other Funds = $4.0 million

Strategic and Performance Outcomes

Strategic Framework:

ESA 1: Advance performance standards to provide a high-quality customer experience that meets the needs of the people of Washington.

GOVERNOR’S RESULT WASHINGTON GOALS:

Goal 5. Effective, Efficient, and Accountable Government

Performance Incremental Incremental Incremental Incremental
Measures Changes 2026 Changes 2027 Changes 2028 Changes 2029

000555 - Food Stamp 0% 0% 0% 0%
Accuracy Rate

Performance Outcomes:

See Expected Results
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Equity Impacts

Community Outreach and Engagement:

ESA engages in relational partnering with community advocates committed to elevating voices of historically marginalized communities, people
who have personally experienced poverty, and tribal partners. In the weeks since the bill was enacted, ESA has been briefing interested parties
on how H.R.1 impacts Washington’s ability to maintain current Basic Food programming. This information sharing is ongoing and has also

included opportunities for public comment.

Disproportional Impact Considerations:

There are no disproportionate impacts anticipated from this proposal. This proposal aims to preserve current levels of benefits and services for

Washingtonians who access Basic Food, to the maximum extent possible under federal law changes.

Target Communities and Populations:

SNAP, administered as Washington’s Basic Food program, is an important anti-hunger and anti-poverty program.' This proposal will benefit all
residents who receive SNAP benefits, especially Indigenous, Black, and Brown rural residents, single parents, youth, seniors, people with
disabilities, the LGBTQIA+ community, and immigrants and refugees, all of whom are disproportionately affected poverty.? This proposal aims
to reduce Washington’s error rate below the six percent threshold. With the rate below the threshold, there would be no need to match SNAP
benefits issuance, and hundreds of millions of dollars would be saved that could be used elsewhere in the social safety net.

Specific demographics served by Washington’s Basic Food program are reflected below:

Characteristics of People Served
Adults, females and people who racially identify as Caucasian make up the majority of the caseload.

65%
50%

54%
46%
35%
22%
e 8% 3% 3%

Adults Children Female Male Caucasian Latinx Black Asian/ Native  Multiracial
Pacihi American
Islander

https://www.dshs.wa.gov/sites/default/files/ESA/reports/24-1071.pdf

Funding this proposal supports the ongoing administration of the Basic Food program, benefiting low-income Washingtonians across the state

through access to critical resources that increase food security, health and well-being

Community Inputs and Incorporation:

No specific input or recommended changes were received for this proposal. There is broad support for maintaining Basic Food programming

at the current service level.
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Other Collateral Connections
HEAL Act Agencies Supplemental Questions

Not Applicable
Puget Sound Recovery:
Not Applicable
State Workforce Impacts:
There are no known impacts to existing collective bargaining agreements or statewide compensation and benefits policy.
Intergovernmental:
ESA anticipates this proposal to be supported by tribes and other governmental entities.
Stakeholder Impacts:
ESA anticipates this proposal to be supported by anti-hunger/anti-poverty advocates, community partners and tribal partners.
State Facilities Impacts:
None
Changes from Current Law:
As policy considerations are further developed, there may be changes to statute, rules or policies identified that could lower the error rate.
Legal or Administrative Mandates:
This proposal is responsive to federal law changes impacting the SNAP program, as reflected in P.L. 119-21 (H.R.1).
Failure to timely implement these changes would mean Washington risks being found noncompliant with federal SNAP regulations, which could
result in sanctions from USDA, including suspension or disallowance of funding pursuant to 7. C.F.R. § 276.

Governor's Salmon Strategy:

Not Applicable

Reference Documents
060-ML-BF-HR1 Impact of SNAP Error Rate.xIsb

IT Addendum

Does this Decision Package include funding for any IT-related costs, including hardware, software, (including cloud-based
services), contracts or IT staff?

No
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Objects of Expenditure

Objects of Expenditure

Dollars in Thousands
Obj. A
Obj. B
Obj. E
Obj. N
Obj. P
Obj. T

Agency Contact Information

Seth Nathan
(111 111-1111
seth.nathan@dshs.wa.gov

Fiscal Years

2026
$586
$182
$41
$0
$3
$20

2027
$598
$185
$41
$0
$3
$20

Biennial
2025-27
$1,184
$367
$82

$0

$6

$40

Fiscal Years

2028
$598
$185
$41
$144,028
$3

$20

2029
$598
$185

$41
$192,038
$3

$20

Biennial
2027-29
$1,196
$370
$82
$336,066
$6
$40
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