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KEY FINDINGS

SPENDING ON FOOD STAMPS REACHED A
RECORD-HIGH $119.5 BILLION IN 2022.

MORE THAN $11 BILLION WAS WASTED
ON OVERPAYMENTS IN FOOD STAMP
BENEFITS IN 2022.

NEARLY 80 PERCENT OF IMPROPER PAYMENTS
WERE THE RESULT OF ERRORS MADE BY
THE STATE AGENCY.

COUNTLESS EXAMPLES OF INTENTIONAL
FRAUD SHOW THAT THE PROGRAM IS RIPE
FOR WASTE, FRAUD, AND ABUSE.

CIOIIILY

THE BOTTOM LINE:

FOOD STAMP FRAUD COSTS TAXPAYERS MILLIONS AND
DIVERTS RESOURCES FROM THE TRULY NEEDY. CONGRESS
SHOULD PASS BASIC PROGRAM INTEGRITY MEASURES TO

PREVENT FRAUD BEFORE IT HAPPENS.




Overview

Food stamp spending and enrollment have exploded in the last few years. In 2022, there were more
than 41 million Americans on food stamps, compared to approximately 35 million people in 2019."
In the same four-year period, spending on food stamps grew to a record-high $119.5 billion, up
from $60 billion in 2019.2 Food stamp spending nearly doubled, despite only 5.5 million additional
enrollees.

SPENDING ON FOOD STAMPS HAS REACHED A RECORD HIGH

2019 spending $60 BILLION

2022 spending $119.5 BILLION

Source: U.S. Department of Agriculture

The U.S. Department of Agriculture (USDA) is supposed to track states’ payment error rates, which
represent both overpayments and underpayments of benefits. In 2022, the payment error rate surged
to 11.5 percent compared to just 7.3 percent in 2019.3

However, the true payment error rate is likely much higher. A report from the Government
Accountability Office found that nearly 40 percent of cases had a payment error, but most were not
included in the payment error rate reported by USDA.* Only certain instances of payment errors are
counted in the reported rate, leaving many other cases unreported.> Additionally, states have a long
history of obfuscating their true error rate by hiding errors and manipulating data to report a lower
payment error rate.® In 2020 and 2021, USDA allowed states to stop conducting the quality control
reviews that uncovered improper payments altogether.’

STATES HAVE A LONG HISTORY OF OBFUSCATING THEIR
TRUE ERROR RATE BY HIDING ERRORS AND MANIPULATING
s DATA TO REPORT A LOWER PAYMENT ERROR RATE.

Even among the error rates that are included in reporting, there is wide variation by state, with
one state demonstrating a payment error rate of nearly 57 percent.® Most improper payments are
overpayments, meaning that individuals receive more food stamp benefits than they are eligible for.?
Overpayments in food stamps wasted at least $11.2 billion in fiscal year 2022, the highest amount of
loss to overpayment in program history.°
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OVERPAYMENTS SPIKED IN 2022

o0 [ $3.4 BILLION
$11.2 BILLION

Source: U.S. Department of Agriculture

Nearly 80 percent of improper payments are due to errors made by the state agency." This
demonstrates there are gaps in program integrity and a lack of effective controls on benefit
distribution that make food stamps ripe for waste, fraud, and abuse. Congress should implement
simple program integrity measures to prevent fraud before it happens.

Millions are lost to fraudulent schemes, which can
go undetected for years

Fraudsters use several different tactics to defraud the food stamp program. These include
trafficking, which occurs when a retailer allows benefits to be exchanged for cash or non-food
items. Other fraudulent tactics include individuals claiming benefits for which they are not eligible,
card skimming to steal benefits from legitimate enrollees, and claiming benefits in more than one
state at a time. Here are some of the worst examples of recent food stamp fraud.

1. 5,000 gallons of mayonnaise and 50 tons of cheese

In 2021, an investigation revealed that two Texas women exchanged cash for
food stamps at a store owned by one of the women.’? From 2014 through 2019,
the women made 715 fraudulent transactions linked to 83 unique beneficiaries
of food stamps.'® Their purchases included nearly 50 tons of American cheese,
22 tons of beans, and more than 5,000 gallons of mayonnaise, which they
then sold to a partner in Mexico.™ The fraud cost taxpayers $1.2 million.™

2. Food stamp fraud across four states

A Kansas City, Missouri woman was sentenced to four years in prison for
fraudulently applying for food stamps 71 times in four different states.'® In
Missouri, she used stolen identity information to file six separate applications
for food stamps.'” Her own email and phone number were listed on each
application, yet all six were approved.' She sold the benefit cards for cash
each month." Additionally, she filed for food stamps in four different states
using her own identity and received more than $20,000 worth of benefits in
Missouri, lowa, Indiana, and Illinois.?*° She also received more than $45,000 in
benefits under stolen identities in these same states.”’
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3. A millionaire on welfare

In Texas, an investigation revealed that a food stamp recipient failed
to disclose his monthly income from a gift-card liquidation business.??
These tax-free earnings averaged to more than $60,000 per month.?3
He received food stamps while earning a total of $3 million over the
course of four years.?* He also fraudulently claimed Medicaid benefits
and failed to disclose income from unemployment benefits.?

4. A $4 million fraud ring

Three people were arrested in Michigan for running a food stamp fraud ring
that stole benefits from more than 8,000 people.?® The thieves stole the data
from recipients of Electronic Benefits Transfer (EBT) cards, primarily from
California.?” They then used the data to create new EBT cards and used the
food stamp benefits to purchase food at Sam’s Club locations in Detroit.?®
Investigators said that there was $4 million in fraudulent purchases made
with out-of-state EBT cards.?

Top five reforms to prevent food stamp
fraud before it happens

There are commonsense ways to stop fraud in its tracks. Congress should pass the following
measures to improve the integrity of the food stamp program and prevent the most common
types of fraud before they happen.

1. Prohibit retailers from redeeming their benefits at their own
store and disqualify fraudsters from being authorized retailers

A common type of fraud occurs when owners or employees of stores redeem their own benefits
for ineligible items or allow others to exchange benefits for cash or purchase ineligible items such
as cigarettes, alcohol, or gas.®°

In one case of retailer fraud, the owners of a convenience store allowed people to use food stamps
to purchase non-food items, including male enhancement pills and gasoline. They also allowed
people to exchange benefits directly for cash and charged a 50 percent premium on these illegal
transactions.?" Approximately $1.27 billion is lost annually to trafficked benefits, an increase from
$241 million in 2005.3

USDA estimates that more than 14 percent of retailers engage in trafficking.3®* Not all retailers are
equally likely to be involved in trafficking—25 percent of small grocery stores are estimated to be
involved in trafficking food stamps compared to less than one percent of large grocery stores.3

1IN 4 SMALL GROCERY STORES ENGAGES IN
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In 2022, USDA implemented 2,192 administrative sanction actions against retailers who violated
program rules, but only permanently disqualified 1,144.%° Retailers who engage in fraud should
be permanently disqualified from redeeming food stamps, and the owners of small stores should
not be permitted to use their benefits at their own store. Cracking down on retailers involved in
fraudulent redemption of benefits would stem the tide of trafficking that costs taxpayers millions
each year.

2. Require states to suspend benefits after 60 days of purchases
made exclusively out of state

States collect data on where food stamps are used to make purchases and can use data analytics
to track when benefits are used exclusively out of state for long periods of time.* State audits
have consistently revealed that out-of-state food stamps activity is a problem. For example, in
Pennsylvania, out-of-state activity exceeded $70 million annually.>” An audit in Missouri found
that thousands of individuals were using their benefits outside of Missouri for more than three
months.3®

States should not be on the hook for providing food stamps to non-residents, and reviewing cases
in which food stamps are redeemed exclusively out of state can prevent multiple types of fraud. It
would prevent people from claiming benefits in two or more states at a time, whether intentionally
or accidentally.?® Suspending accounts that make exclusively out-of-state transactions would also
prevent people from using stolen identities to claim benefits from a state in which they do not live
or stealing EBT card data. It was by flagging excessive out-of-state transactions that investigators
were able to uncover the $4 million in fraudulent spending in Detroit.*

3. Clarify and limit authorized users of EBT cards

Food stamps and other government benefits are typically distributed to recipients on an EBT card.
Currently, the presumption is that anyone who shows up at a retailer with a card is the legitimate
user.*” This presents rampant opportunities for fraud and theft, especially since EBT cards do not
have security features to prevent the theft of data.*

66

Food stamps and other government benefits are
typically distributed to recipients on an EBT card.
Currently, the presumption is that anyone who shows
up at a retailer with a card is the legitimate user.

o0

The theft of EBT card data is a rapidly growing problem. In 2022, EBT data theft increased by 4,000
percent compared to 2021 in California.*® In Los Angeles County alone, $25 million has been lost
to stolen benefits in the first six months of 2023.44

By limiting the authorized users of an EBT card, states can prevent both the sale of food stamps
for cash and the theft of food stamps from innocent beneficiaries.
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4. Require states to conduct regular, automatic data eligibility
cross-checks

A type of fraud occurs when people receive food stamp benefits for which they are not eligible.
States already collect and maintain death records, wage records, out-of-state EBT transactions,
incarceration records, lottery records, pension data, new hire data, child support enforcement
data, and FBI fleeing felon data. All these records can be cross-checked against food stamps
recipients so that states can ensure that beneficiaries are truly eligible.*

For example, an audit in Missouri found that more than 2,000 people received food stamps while
incarcerated, a violation of program rules.*® Conducting regular eligibility reviews using these
data sets would help prevent cases of fraud like failing to report income or continuing to receive
benefits while in jail.

AN AUDIT IN MISSOURI FOUND THAT MORE THAN
2,000 PEOPLE RECEIVED FOOD STAMPS WHILE
INCARCERATED, A VIOLATION OF PROGRAM RULES.

5. Require 10-day change reporting for all food stamp enrollees

Another way to prevent people receiving benefits for which they are ineligible is requiring more
frequent reporting of changes to beneficiaries’ circumstances. Federal regulations give states
two options for reporting changes that impact food stamp eligibility.*” “Simplified reporting”
allows households to report only when their income rises above the federal income cap. “Change
reporting” requires all changes in income and other eligibility factors to be reported within 10
days.®®

Twenty-six states and territories only require food stamp enrollees to report changes if their
income rises above the federal eligibility limits, and 25 states have a combination of simplified
reporting and change reporting based on the type of household.* Requiring enrollees to report
any change in income or another eligibility factor within 10 days would ensure that people only
receive benefits for which they are eligible.

THE BOTTOM LINE: Food stamp fraud costs taxpayers
millions and diverts resources from the truly needy.
Congress should pass basic program integrity measures
to prevent fraud before it happens.

Spending on food stamps has reached record highs, creating more opportunities and incentives
for fraud. While the reported rate of improper payments has surged to nearly 12 percent and the
amount lost to overpayment surpasses $11 billion annually, the true error rate in food stamps
is likely even higher. Current program integrity measures in food stamps are not sufficient to
prevent fraud and other errors that waste billions of taxpayer dollars.
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Basic measures like eligibility cross-checks and limiting authorized users could prevent the most
common types of fraud and theft of benefits. Congress should require more robust program
integrity reforms to ensure that criminals cannot take advantage of food stamps, and resources

are preserved for the truly needy.

66

Congress should require more robust program
integrity reforms to ensure that criminals cannot
take advantage of food stamps, and resources

are preserved for the truly needy. ) )

FIVE WAYS THAT CONGRESS CAN PUT A STOP TO FOOD STAMP FRAUD | AUGUST 30, 2023 | TheFGA.org



REFERENCES

1.

11.

12.

13.
14.
15.
16.

17.
18.
19.
20.
21.
22.

23.
24.
25.
26.

27.
28.
29.
30.

31.

32.

33.

34.
35.

Food and Nutrition Service, “Supplemental Nutrition Assistance Program participation and costs,” U.S. Department of
Agriculture (2023), https://www.fns.usda.gov/pd/supplemental-nutrition-assistance-program-snap.

Ibid.

Food and Nutrition Service, “Supplemental Nutrition Assistance Program: Payment error rates fiscal year 2022,” U.S.
Department of Agriculture (2023), https://www.fns.usda.gov/snap/QC/error-rates.

Kay E. Brown, “Policy changes and calculation methods likely affect improper payment rates, and USDA is taking steps to help
address recipient fraud,” Government Accountability Office (2016), https://www.gao.gov/assets/gao-16-708t.pdf.

Ibid.

Jonathan Ingram et al., “The case for ending auto-enrollment in Medicaid,” Foundation for Government Accountability 2019),
https://thefga.org/research/ending-medicaid-auto-enrollment/.

Food and Nutrition Service, “SNAP quality control payment error rates,” U.S. Department of Agriculture (2023), https://www.
fns.usda.gov/snap/QC/error-rates.

Food and Nutrition Service, “Supplemental Nutrition Assistance Program: Payment error rates fiscal year 2022,” U.S.
Department of Agriculture (2023), https://www.fns.usda.gov/snap/QC/error-rates.

Ibid.

Author's calculations based on the overpayment rate 9.84 percent and the total spending on benefits of $113.9 billion in
2022: Food and Nutrition Service, “Supplemental Nutrition Assistance Program: Payment error rates fiscal year 2022,” U.S.
Department of Agriculture (2023), https://www.fns.usda.gov/snap/QC/error-rates. Food and Nutrition Service, “Supplemental
Nutrition Assistance Program participation and costs,” U.S. Department of Agriculture (2023), https://www.fns.usda.gov/pd/
supplemental-nutrition-assistance-program-snap.

Food and Nutrition Service, “Supplemental Nutrition Assistance Program quality control annual report fiscal year 2019,” U.S.
Department of Agriculture (2022), https://www.fns.usda.gov/snap/QC/annual-reports.

United States Attorney’s Office Southern District of Texas, “Two sentenced for illegally obtaining nearly 50 tons of cheese and
more,” U.S. Department of Justice (2022), https://www.justice.gov/usao-sdtx/pr/two-sentenced-illegally-obtaining-nearly-50-
tons-cheese-and-more.

Ibid.
Ibid.
Ibid.

United States Attorney’s Office Western District of Missouri, “/KC woman sentenced for SNAP benefits fraud,” U.S. Department
of Justice (2023), https://www.justice.gov/usao-wdmo/pr/kc-woman-sentenced-snap-benefits-fraud.

Ibid

Ibid.
Ibid.
Ibid.
Ibid.

Office of Inspector General, “Quarterly report quarter 3 fiscal year 2022,” Texas Health and Human Services (2022), https://oig.
hhs.texas.gov/reports/2022.

Ibid.
Ibid.
Ibid.

Craig Mauger, “3 arrested as part of alleged $4 million ‘food stamp fraud ring,” The Detroit News (2023), https://www.
detroitnews.com/story/news/michigan/2023/05/30/3-arrested-as-part-alleged-4-million-food-stamp-fraud-ring/70268765007/.

Ibid.
Ibid.
Ibid.

Sam Adolphsen and Scott Centorino, “Welfare fraud's long rap sheet: How to protect against another wave of benefits theft,”
Foundation for Government Accountability (2020), https://thefga.org/research/welfare-fraud-stories/.

United States Attorney’s Office District of Connecticut, “Convenience store owner, worker, sentenced to prison for defrauding
federal food stamp program,” U.S. Department of Justice (2022), https://www.justice.gov/usao-ct/pr/convenience-store-owner-
worker-sentenced-prison-defrauding-federal-food-stamp-program.

Food and Nutrition Service, “The extent of trafficking in the Supplemental Nutrition Assistance Program: 2015-2017," U.S.
Department of Agriculture (2021), https://www.fns.usda.gov/snap/extent-trafficking-2015-2017.

Food and Nutrition Service, “The extent of trafficking in the Supplemental Nutrition Assistance Program: 2015-2017," U.S.
Department of Agriculture (2021), https://www.fns.usda.gov/snap/extent-trafficking-2015-2017.

Ibid.

Food and Nutrition Service, “USDA takes action against California retailers for rules violations,” U.S. Department of Agriculture
(2021), https://www.fns.usda.gov/news-item/wro-042621.

FIVE WAYS THAT CONGRESS CAN PUT A STOP TO FOOD STAMP FRAUD | AUGUST 30, 2023 | TheFGA.org



REFERENCES CONT'D

36.

37.

38.

39.

40.

41.

42.

43.

44,

45,

46.

47.

48.
49.

Jonathan Ingram et al., “Stamping out fraud: Why the Trump administration should require food stamp enrollees to report out-
of-state moves,” Foundation for Government Accountability (2019), https://thefga.org/research/trump-administration-require-
food-stamp-address-change/.

Commonwealth of Pennsylvania Department of the Auditor General, “Special performance audit: Department of Human
Services EBT,” Commonwealth of Pennsylvania (2016), https://www.paauditor.gov/Media/Default/Reports/Performance%20
Audit%200f%20PA%20Department%200f%20Human%20Services%20-%20EBT.pdf.

Jonathan Ingram et al., “Stamping out fraud: Why the Trump administration should require food stamp enrollees to report out-
of-state moves,” Foundation for Government Accountability (2019), https://thefga.org/research/trump-administration-require-
food-stamp-address-change/.

Ibid.

Craig Mauger, “3 arrested as part of alleged $4 million ‘food stamp fraud ring’,” The Detroit News (2023), https://www.
detroitnews.com/story/news/michigan/2023/05/30/3-arrested-as-part-alleged-4-million-food-stamp-fraud-ring/70268765007/.

Sam Adolphsen, “Testimony on program integrity for the food stamp program,” Foundation for Government Accountability
(2018), https://thefga.org/wp-content/uploads/2018/05/Testimony-on-program-integrity-for-the-food-stamp-program.pdf.

Dan Frosch, “How foreign thieves are scamming Americans on welfare,” The Wall Street Journal (2023), https://www.wsj.com/
articles/how-foreign-thieves-are-scamming-americans-on-welfare-9c48d0eb.

KCAL News staff, “EBT fraud sees nearly 4,000% increase in 2022,” CBS News (2022), https://www.cbsnews.com/losangeles/
news/ebt-fraud-sees-nearly-4000-increase-in-2022/.

Dan Frosch, “How foreign thieves are scamming Americans on welfare,” The Wall Street Journal (2023), https://www.wsj.com/
articles/how-foreign-thieves-are-scamming-americans-on-welfare-9c48d0eb.

Scott Centorino, “States in control: Ten opportunities for welfare reform states can pursue no matter who is in the White
House,” Foundation for Government Accountability (2021), https://thefga.org/research/ten-opportunities-welfare-reform/.

Office of Missouri State Auditor, “Supplemental Nutrition Assistance Program 9SNAP) data analytics program,” Office of
Missouri State Auditor (2018), http://app.auditor.mo.gov/Repository/Press/2018032266672.pdf.

Food and Nutrition Service, “State options report,” U.S. Department of Agriculture (2018), https://www.fns.usda.gov/snap/
waivers/state-options-report.

Ibid.
Ibid.

10

FIVE WAYS THAT CONGRESS CAN PUT A STOP TO FOOD STAMP FRAUD | AUGUST 30, 2023 | TheFGA.org



15275 Collier Boulevard | Suite 201-279
Naples, Florida 34119
(239) 244-8808

TheFGA.org | ¥@TheFGA | © TheFGA | f TheFGA



