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When payments to a government vendor rise unusually fast, it can signal potential
fraud, waste or other concerns. Exponential growth in vendor payments can also be
legitimate. We found the latter was the case in this innovative performance audit of
the Department of Social and Health Services.

Using new data analysis tools, we found total vendor spending across the
department increased by about 50% from 2021 to 2025. At the same time, about
1,000 of those vendors showed patterns of exponential or otherwise high spending
growth. Because these patterns can represent areas of risk, we took a closer look at a
selection of those payments.

To the agency’s credit, the payments we reviewed were supported with adequate
documentation and reasonable explanations, such as increased vendor billing rates.
The primary factors driving spending growth are detailed in this report. It should
be noted that our review was not designed to draw broader conclusions about the
totality of financial controls.

I encourage agency leaders to continue their appropriate monitoring of vendor
payments. And at the State Auditor’s Office, we will keep working to bring new
tools and fresh insights to our independent accountability work.
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Executive Summary

Background (page 6)

DSHS delivers a wide array of services to residents across the state, including

aging and long-term care support, behavioral health treatment and recovery
services, developmental disabilities support and vocational rehabilitation, as well

as economic services such as housing and food benefits. More than 17,000 vendors
deliver many of these DSHS services. Total vendor spending across DSHS increased
by about 50% from 2021 to 2025. The agency paid its vendors about $8.6 billion in
fiscal year 2025, compared to $5.7 billion in 2021.

About 1,000 vendors displayed patterns of exponential or other high-growth
spending. Exponential growth in vendor payments can often have legitimate
explanations. Some of these reasons stem from a greater need for vendor services
or the rising cost of supplies. Nonetheless, exponential growth can also be a

sign of fraud, waste, abuse or improper payments. For this reason, our Office
examined a selection of vendor payments to see whether they were supported by
proper documentation. This audit also sought to identify potential factors causing
exponential and other high-growth vendor spending.

Selected vendor payments were supported
by adequate documentation and reasonable
explanations for increased spending,

with minor exceptions (page 9)

Vendor payments made by the Department of Social and Health Services were
supported by documentation and aligned with contract agreements. More
specifically, vendor payments we reviewed contained identifying information,

were approved by staff and matched invoice amounts, with minor exceptions.
Additionally, vendors billed for services that aligned with contract agreements, and
were appropriately coded and calculated, again with minor exceptions. We also
found five primary factors that contributed to increased vendor spending, such as
increased service rates and program expansion.
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Background

Recommendations (page 14)

This audit makes no recommendations for the Department of Social and
Health Services.

Next steps

Our performance audits of state programs and services are reviewed by the
Committee to Hear SAO Performance Audits and/or by other legislative
committees whose members wish to consider findings and recommendations on
specific topics. Representatives of the Office of the State Auditor will review this
audit with the committee in Olympia. The public will have the opportunity to
comment at this hearing. Please check the committee website (leg.wa.gov/about-
the-legislature/committees/joint/sao-audit-committee/) for the exact date, time
and location. The Office conducts periodic follow-up evaluations to assess the
status of recommendations and may conduct follow-up audits at its discretion. See
Appendix A, which addresses the I-900 areas covered in the audit. Appendix B
contains information about our methodology.
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Background

The Department of Social and Health Services
contracts with thousands of vendors to provide a
wide array of services

DSHS, one of Washington’s largest state agencies, delivers a wide array of services
to residents across the state. The agency has six divisions, which it refers to as
administrations, including Behavioral Health and Habilitation, Economic Services,
Vocational Rehabilitation, and Home and Community Living.

These administrations provide a broad spectrum of services, including aging

and long-term care support, behavioral health treatment and recovery services,
developmental disabilities support and vocational rehabilitation, as well as
economic services like housing and food benefits. More than 17,000 contracted
vendors help deliver these DSHS services. The agency has more than 70,000 active
contracts with providers across the state, as some vendors hold more than one
DSHS contract.

Vendor spending rose by about 50% between
2021 and 2025

Total vendor spending across DSHS increased by about 50% from 2021 to 2025.
The agency paid its vendors about $8.6 billion in fiscal year 2025, compared to $5.7
billion in 2021. For example, the Behavioral Health and Habilitation administration
increased its vendor spending by about 77%, from about $77 million in 2021 to
about $136 million in 2025. Similarly, vendor spending by the Economic Services
administration rose by nearly 12% during this time, with vendor spending totaling
more than $404 million in 2025.

About 1,000 vendors display patterns of exponential or other
high-growth spending

Exponential growth in vendor payments can often have legitimate explanations.
Some of these reasons stem from spending choices made at the state and legislative
level. In the past half decade for example, Washington invested millions of dollars
to expand behavioral health services across the state as well as capital projects,
including construction for new psychiatric facilities. Other legitimate explanations
for exponential or other high-growth spending include a greater need for vendor

Background
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Background

services or the rising cost of supplies. Nonetheless, exponential growth can also

be a sign of fraud, waste, abuse or improper payments. For this reason, our Office
examined a selection of vendor payments and explanations for exponential growth
to determine its legitimacy.

Our 2025 analysis of DSHS vendors found that payments for about 600 vendors
displayed patterns of exponentially higher spending between 2021 and 2025. In our
analysis, exponential growth means that the rate of spending rose in consecutive
time periods. In one instance, DSHS paid a vendor that provides IT services 6,800%
more in 2025 compared to 2021, as shown in Exhibit 1. DSHS paid another vendor,
providing health care staffing, 110% more over the same period.

Exhibit 1 - An exponential-growth vendor (orange) compared to a

high-growth vendor (blue)
From fiscal year 2021 through 2025. Dollars in millions.

$15.0

IT solutions
vendor .

$6.8

Health care
[ staffing vendor
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$5.6

$3.6

$1.6
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| | | | |
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Source: Auditor developed from DSHS vendor data.

We also analyzed nearly 400 other vendors - in addition to the existing group of
about 600 - that showed high growth during this time period. These high-growth
vendors, unlike the above-mentioned ones, showed a steady growth pattern that
nonetheless resulted in a twofold, tenfold or even higher total growth in payments
over the five-year period. Together, about 1,000 vendors made up the population
we drew from when conducting our audit.
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Background

This audit examined a selection of vendors from
some of the agency’s largest administrations

This audit sought to identify potential factors causing exponential and other
high-growth vendor spending. This audit examined DSHS’ payments for selected
vendors to see if they were supported by proper documentation.

We selected three of the agency’s largest administrations for this audit - Economic
Services, Home and Community Living, and Behavioral Health and Habilitation.
Collectively, these three administrations make up more than 90% of the agency’s
total vendor spending. Additionally, many of the vendors we identified bill to these
three administrations. Some of DSHS’ contracted vendors bill directly through
ProviderOne, Apple Health’s billing system. ProviderOne has some automated
controls in place to process vendor payments, whereas DSHS manually reviews
and processes payments to other vendors. For this audit, we focused our review

on payments manually processed by DSHS, excluding payments to ProviderOne
vendors.

The audit sought to answer the following question:

« For a selection of vendors with rising costs, are their payments
supported by adequate documentation and reasonable explanations for
increased spending?
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Audit Results

Selected vendor payments were supported

by adequate documentation and reasonable
explanations for increased spending, with minor
exceptions

Results in brief

Selected vendor payments made by the Department of Social and Health Services
were supported by documentation and aligned with contract agreements. More
specifically, vendor payments we reviewed contained identifying information,
were approved by staff and matched invoice amounts, with minor exceptions.
Additionally, vendors billed for services that aligned with contract agreements,
and were appropriately coded and calculated, again with minor exceptions. We
found five primary factors that contributed to increased vendor spending, such as
increased service rates and program expansion.

Vendor payments were supported by
documentation and aligned with contract
agreements

Agencies can help ensure vendor invoices are legitimate by confirming the vendor’s
identifying information such as the address and vendor number, conducting
multiple levels of review, and checking that billed services fit under the vendor’s
scope of work. These accounting best practices verify a payment’s legitimacy and
accuracy. These practices are also required under Washington’s State Administrative
and Accounting Manual.

Vendor payments we reviewed contained identifying
information, were approved by staff and matched invoice
amounts, with minor exceptions

We judgmentally selected 55 vendors and 132 payments from DSHS’ three largest
administrations - Economic Services, Behavioral Health and Habilitation, and
Home and Community Living. For our judgmental sampling, we first grouped
vendors by whether they had exponential or other high-growth spending patterns,
and whether they received large, medium or small payments over fiscal years
2021-2025, then made selections from each group. For each vendor, we selected
payments from the years showing the greatest year-to-year increase.

Assessing Vendor Spending Growth
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Audit Results

We assessed whether selected invoices contained identifying information and staff
approvals. We also ensured invoice amounts matched the payment amounts reported
in the state’s financial reporting system. We found that almost all payments had the
identifying information, were approved by program and fiscal staft, and matched
invoice amounts, as shown in Exhibit 2. DSHS uses multiple methods to approve
vendor payments. In a few cases, signatures were replaced by emails authorizing
payment. Other payments, such as preauthorized monthly payments such as lease
payments, were approved typically by fiscal staft only, rather than both program and
fiscal each month. In these instances, DSHS possessed supporting documentation even
when no invoice existed.

Exhibit 2: Most vendor payments contained identifiable
information and approvals

Vendor Payment Review Component Results

Invoice contained identifying information: 98%
name and address

Invoice contained accurate state vendor ID 94%
number

Program staff approval was documented 94%
Fiscal staff approval was documented 92%
Invoices or warrants matched payment 98%
amounts in the state’s financial reporting

system

Source: Auditor developed from DSHS vendor data.

Vendors billed for services that aligned with contract
agreements, and were appropriately coded and calculated with
minor exceptions

From the first sample described above, we selected a smaller set of 11 vendors and

24 payments for closer inspection. These vendors produced invoices containing
irregularities such as missing information or little detail about services provided, as
well as unusual billed amounts. For example, unusual billing included situations where
the vendor shifted from billing varying amounts each month to billing an identical
amount every month.

For each selected vendor, we reviewed the payment and determined whether:
o The goods or services provided were within the contract’s scope of work

o The payments were coded to the right funds and sub-funds in the state
financial reporting system

« Invoices appeared to be accurately calculated by the vendor
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For the 11 vendors, we found they billed for services or products outlined in their
contracts or purchase orders, and DSHS coded payments appropriately to service
codes in the state financial reporting system.

While the vendors accurately calculated most of the 16 invoices we reviewed, we
found two cases in which vendors inappropriately billed DSHS. In one case, DSHS
found and corrected overpayments in a timesheet before paying this vendor. In the
second, a translation services vendor billed for both rescheduled appointments and
the original, canceled appointments. After we notified DSHS, staff began to review
all invoices from this vendor and plan to recover funds for inappropriately
billed services.

Five primary factors contributed to increased
vendor spending

While our review did not identify a pattern of inappropriate vendor payments,
there are a number of legitimate explanations that contributed to increased growth
in vendor spending. In most cases, multiple factors contributed to increases either
in service scope or service rates, which can have an exponential effect. For the 11
reviewed vendors, higher service rates or product prices and increased caseloads
were the most common factors contributing to rising vendor spending.

Factor 1: Increased service rates or product prices

Eight vendors increased their service rates or product prices. Typically, increased
rates occurred through contract negotiations and amendments between the vendor
and DSHS. For example, a vendor providing maintenance and inspection services
at five DSHS care facilities raised its hourly rates by 35% between 2021 and 2025,
from $100 an hour to $135. Another vendor, that bundles and sells software,

raised prices for some of its products. For example, one product increased by 20%
between 2021 and 2023, from $1,464 to $1,760 per annual subscription.

Factor 2: Increased caseload

Caseloads grew for six vendors. Two translation services agencies were in greater
demand, which can be at least partially explained by an increase in the number of
households in DSHS’ client base with a primary language other than English. From
2021 to 2025, the proportion of households served by DSHS with translation needs
grew from 10% to 13%. Spanish, Ukrainian and Russian-speaking households
showed the greatest absolute growth, while Afghan languages and Haitian Creole
saw the fastest percentage growth.

Audit Results
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Factor 3: Improvement projects

In four cases, DSHS contracted with vendors for specific improvement projects.
Two vendors oversaw large projects for technological improvements; two others
managed capital improvement projects. For example, DSHS along with other state
agencies sought to create a streamlined process for Washington residents to apply
for health and human services through a single portal. A management consulting
firm oversaw the planning, design and development of the portal. DSHS paid the
vendor more than $2 million in 2023, $2.5 million in 2024, and $5.3 million in
2025, totaling more than $9.9 million.

Factor 4: Program expansion

In two cases, DSHS provided vendors with increased funding to expand their
programs. DSHS awarded a housing authority additional funding for its housing
rental subsidy program. Between fiscal years 2021 and 2025, DSHS increased its
contract amount with the vendor by more than 950%. With the increased funding,
the vendor served 175% more households. They served 343 households in 2021,
and 942 households in 2025.

Factor 5: Payment schedule adjustments

DSHS contracted with a vendor to conduct housing needs assessments online

for clients with intellectual and developmental disabilities, with the purpose of
providing guidance on housing services available to them. Clients would also be
eligible to receive a $500 digital coupon. DSHS paid the vendor about $250,000 in
the first year of the contract, followed by about $650,000 during the second year.
For the third and final year, DSHS paid the vendor more than $2.4 million. This
spike in spending was due to the vendor seeking reimbursement for past expenses
on personnel, technological upgrades and marketing activities, well above the
budgeted 10%. DSHS staff said they approved these expenses and developed a new
payment schedule because the vendor’s work remained within the scope of the
contract. For instance, the contract budgeted $38,695 for technology upgrades, but
the vendor was reimbursed for more than $860,000. While the initial $3.5 million
contract maximum remained about the same, less money went toward digital
coupons for clients than initially budgeted.

Audit Results
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When payments to a government vendor rise unusually fast, it can signal potential
fraud, waste or other concerns. Exponential growth in vendor payments can also be
legitimate. We found the latter was the case in this innovative performance audit of
the Department of Social and Health Services.

Using new data analysis tools, we found total vendor spending across the
department increased by about 50% from 2021 to 2025. At the same time, about
1,000 of those vendors showed patterns of exponential or otherwise high spending
growth. Because these patterns can represent areas of risk, we took a closer look at a
selection of those payments.

To the agency’s credit, the payments we reviewed were supported with adequate
documentation and reasonable explanations, such as increased vendor billing rates.
The primary factors driving spending growth are detailed in this report. It should
be noted that our review was not designed to draw broader conclusions about the
totality of financial controls.

I encourage agency leaders to continue their appropriate monitoring of vendor
payments. And at the State Auditor’s Office, we will keep working to bring new
tools and fresh insights to our independent accountability work.
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Recommendations

Recommendations

We have no recommendations for the Department of Social and Health Services.
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Response

Agency Response

STATE OF WASHINGTON

August 11, 2026

Honorable Pat McCarthy,
Washington State Auditor
P.O. Box 40021

Olympia, WA 98504-0021

Dear Auditor McCarthy:

Thank you for the opportunity to review the State Auditor’s Office performance audit report
“Assessing Vendor Spending Growth at the Department of Social and Health Services.” The
Office of Financial Management worked with the Department of Social and Health Services to
provide this response.

We appreciate your team’s examination of the growth in vendor payments at our agency and for
recognizing that increases in vendor spending were attributable to several legitimate factors,
many of which were driven by external policy and funding decisions, including:
o Legislative appropriations that funded new or expanded programs and services.
e Collective bargaining agreements and other state-approved rate adjustments that
increased payments to providers.
o Caseloads are increasing due to increased demand for client services.
o Legislative and programmatic initiatives that required system improvements and other
implementation activities.
e Payment timing and schedule adjustments that affected when expenditures were
recorded.

We are grateful to staff who ensured vendor payments were appropriately supported by
documentation and were aligned with contract agreements.

Please thank your team for its work on this performance audit.

Sincerely,

Angela Ramirez

K.D. ChapmanéSee
Director Secretary
Office of Financial Management Dept. of Social and Health Services
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Appendix A

Appendix A: Initiative 900 and

Auditing Standards

Initiative 900 requirements

Initiative 900, approved by Washington voters in 2005 and enacted into state law in 2006, authorized
the State Auditor’s Office to conduct independent, comprehensive performance audits of state and

local governments.

Specifically, the law directs the Auditor’s Office to “review and analyze the economy, efficiency, and
effectiveness of the policies, management, fiscal affairs, and operations of state and local governments,
agencies, programs, and accounts.” Performance audits are to be conducted according to U.S.

Government Accountability Office government auditing standards.

In addition, the law identifies 10 elements that are to be considered within the scope of each
performance audit. The State Auditor’s Office evaluates the relevance of all 10 elements to each audit.
The table below indicates which elements are addressed in the audit. Specific issues are discussed in

the Results and Recommendations sections of this report.

1-900 element Addressed in the audit

1.

2.

Identify cost savings

Identify services that can be reduced
or eliminated

. Identify programs or services that can

be transferred to the private sector

4. Analyze gaps or overlaps in programs or

services and provide recommendations
to correct them

5. Assess feasibility of pooling information

technology systems within the
department

6. Analyze departmental roles

and functions, and provide
recommendations to change or
eliminate them

No.

No.

No.

No.

No.

No.
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Appendix A

1-900 element Addressed in the audit

7. Provide recommendations for statutory No.
or regulatory changes that may be
necessary for the department to
properly carry out its functions

8. Analyze departmental performance No.
data, performance measures and self-
assessment systems
9. Identify relevant best practices Yes. The audit identified relevant best practices used by other

auditors and the State Administrative and Accounting Manual.

10. Analyze the social equity impact of No.
programs or services

Compliance with generally accepted government
auditing standards

We conducted this performance audit under the authority of state law (RCW 43.09.470), approved as
Initiative 900 by Washington voters in 2005, and in accordance with generally accepted government
auditing standards as published in Government Auditing Standards (July 2018 revision) issued by the U.S.
Government Accountability Office. Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions based on our
audit objectives. We believe that the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

The mission of the Office of the Washington State Auditor

Our mission is to promote accountability and transparency in government. We work with state
agencies, local governments and the public to achieve our vision of increasing public trust in
government by helping governments work better and deliver higher value. The results of our

work are widely distributed through a variety of reports, which are available on our website and
through our free, electronic subscription service. We take our role as partners in accountability seriously.
We provide training and technical assistance to governments and have an extensive quality assurance
program. For more information about the State Auditor’s Office, visit www.sao.wa.gov.
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Appendix B

Appendix B: Scope, Objectives
and Methodology

Objective

The purpose of this performance audit was to assess whether payments by the
Department of Social and Health Services (DSHS) for selected vendors were
supported by proper documentation. The audit addressed the following objective:

o For a selection of vendors with rising costs, are their payments
supported by adequate documentation and reasonable explanations for
increased spending?

Scope

We considered payments DSHS made to vendors in fiscal years 2021 to 2025. We
limited our scope to three agency administrations with high vendor spending
amounts and high numbers of vendors during the audit period of 2021-2025:
Behavioral Health and Habilitation, Economic Services, and Home and
Community Living.

We excluded vendors who bill directly through ProviderOne from this audit.
ProviderOne has some automated controls in place to process vendor payments,
whereas DSHS manually reviews and processes payments to other vendors. For this
audit, we focused our review on payments manually processed by DSHS, excluding
payments to ProviderOne vendors.

Methodology

Vendor selection

We identified 620 vendors that showed exponential growth in quarterly payments
over some period within fiscal years 2021 to 2025. These vendors not only

saw increasing growth, but had an increasing rate of growth during the period
measured. For the audit’s purposes, exponential growth means that the increase in
each time period was generally greater than the increase in the one before. To be
considered for our analysis, the rate of growth had to increase by at least 80% from
the starting rate.
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During this audit we identified other high-growth vendors. This group of

vendors was selected from those with a high total growth from 2021 to 2025; a
large size in dollar terms; or a mix of both. We scaled growth and total payments
logarithmically, and any vendor whose sum of logarithms exceeded a threshold was
placed on a list for further review, which included 496 vendors, 117 of which were
also present on the initial exponential-growth list.

We stratified vendors into high, medium and low spending tiers based on total
spending between 2021 and 2025 fiscal years. We also stratified vendors into high
and low tiers based on total spending growth between 2021 and 2025. We used
these strata to make judgmental selections of vendors. We then judgmentally
selected 55 vendors. Of these 55 vendors, 11 contracted with two or more
administrations. Because this was a judgmental selection, the findings cannot be
projected onto the entire population of DSHS’ vendors.

Vendor review

From the 55 vendors, we selected 132 warrants from the consecutive years that
saw the highest growth. We typically selected invoices with the largest spending
amounts from each of the selected warrants, for a total of two invoices per vendor,
and four invoices for the 11 vendors selected for two administrations.

We reviewed each invoice and supporting documentation to assess whether it
contained:

o Vendor name and address (we also judgmentally spot-checked addresses
to ensure they were real and conducted a web search for some vendors)

«  State vendor number matching the state’s financial reporting system
o Documentation that the payment was approved by program staff
o Documentation that the payment was approved by fiscal staff

Following the preliminary review, we selected 11 vendors with 24 invoices for an in-
depth review. This selection was also made judgmentally based on risk factors, most
commonly when we found irregularities in vendor invoices and documentation or
lack of detail of service provided by the vendor. In this review, we assessed:

» Reasons for the spending increases

o Alignment between the work billed and the scope of work specified in the
contract or purchase order

o Accuracy of calculations of line-items on invoices

o Alignment between the nature of the work billed and the fund billed at the
sub-object and sub-sub-object level on the state’s financial reporting system

Assessing Vendor Spending Growt
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Appendix B

We obtained the evidence used to support the findings and conclusions in this audit
report during our fieldwork period (November 2025 to March 2026), with some
additional follow-up work afterward.

Work on internal controls

Our analysis included reviewing some of DSHS’ internal controls. We inquired
about the design of internal control by meeting with agency staft and we learned
program staff review and approve each vendor invoice followed by fiscal staff. We
evaluated implementation of internal control by reviewing payment approvals
from agency staff. We evaluated the operating effectiveness of these controls by
determining whether controls were implemented at the appropriate steps of the
process during the audit period. We also evaluated whether DSHS paid vendors the
same amount as the amount listed in the invoice by comparing the amount listed
on invoice and the amount DSHS reported to the state’s financial reporting system.
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“Our vision is to increase
trust in government.
We are the public’s
window into how tax
money 1s spent.”

— Pat McCarthy, State Auditor
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