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PROGRAM INTEGRITY FOR THE SUPPLE-
MENTAL NUTRITION ASSISTANCE PROGRAM

Wednesday, May 9, 2018

HOUSE OF REPRESENTATIVES
SUBCOMMITTEE ON HEALTHCARE, BENEFITS, AND
ADMINISTRATIVE RULES, JOINT WITH THE SUBCOMMITTEE
ON INTERGOVERNMENTAL AFFAIRS,
COMMITTEE ON OVERSIGHT AND GOVERNMENT REFORM,
Washington, D.C.

The subcommittees met, pursuant to call, at 10:09 a.m., in Room
2154, Rayburn House Office Building, Hon. Jim Jordan [chairman
of the subcommittee] presiding.

Present: Representatives Jordan, Palmer, DesdJarlais, Massie,
Meadows, Walker, Grothman, Krishnamoorthi, Raskin, Kelly, Wat-
son Coleman, and DeSaulnier.

Also Present: Representative Gianforte.

Mr. JORDAN. The subcommittee will come to order. We will start
with opening statements.

I want to welcome our guests. We will introduce you here in just
a few minutes and give you your opportunity for an opening state-
ment and then go to questions. You know how these things typi-
cally work. You have to listen to the politicians first before we get
to listen to the experts.

We are going to start with the gentleman from Alabama with an
opening statement, and then we will go to the minority side. Then
I will have some brief remarks, and we will get right to you.

The gentleman from Alabama is recognized.

Mr. PALMER. Thank you, Mr. Chairman.

I thank the witnesses for being here today.

The Supplemental Nutrition Assistance Program, otherwise
known as SNAP, offers assistance to millions of Americans who
cannot afford nutritional food for themselves and their families.
There are over 45 million Americans who rely on this program.

The Food and Nutrition Service administers the program in part-
nership with State agencies, but nearly all the funding comes from
the Federal taxpayer. In 2017, we spent over $70 billion on SNAP
and other food programs. With a program of that size and that
price tag, it is essential to apply the highest standards of program
integrity.

The committee has worked to expose a pervasive problem of im-
proper payments in our Federal programs. This is an issue that I
have paid particular attention to, given that, last year, we had
$140 billion in improper payments, which I like to remind my col-
leagues that that is money we had to borrow and pay interest on.

o))



2

In fact, improper payments are, as I said, rampant throughout
the Federal Government, not just this program. The Office of Man-
agement and Budget designates SNAP as among its highest risk
programs due to the estimated dollar loss through improper pay-
ments.

The Food and Nutrition Service provides State agencies with bo-
nuses for having low error rates and penalizes those with high
ones, but that, I think, has not exactly been the right incentive for
solving this problem of improper payments. In 2017, State agencies
in Virginia, Wisconsin, and Alaska admitted to False Claims Act
violations for fraudulently reporting low error rates to exploit this
bonus system. This committee is working on a better way to
incentivize Federal agencies and programs to report on the im-
proper payments and to try to solve this problem. Combined, these
three States had to repay over $16 million in fraudulently earned
bonuses, and other State agencies are still being investigated.

One of the most frustrating aspects about the program is the
lack of data transparency produced from the prior administration.
In fiscal years 2015 and 2016, data quality was so poor in over 40
State agencies that the Food and Nutrition Service decided it could
not publish its annual national payment error rate. That’s a major
problem. It means, for a full 2 years, at a critical time for helping
those grappling during the recession to put food on the table, the
American public was left in the dark.

The Food and Nutrition Service has not published a national
payment error rate since fiscal year 2014. If you can’t see how bad
a problem is, if you don’t understand how bad the problem is, you
cannot possibly fix it. You can’t get to a solution.

The national payment error rate for 2014 was 3.6 percent, which
accounts for $2.1 billion in overpayments and $500 million in un-
derpayments. That is what we have been operating on for over 3
years now with lack of data.

Today, we may hear how infrequent fraud is in the SNAP pro-
gram, but perhaps it is not frequent because it is not appropriately
measured.

As reported by the USDA inspector general, the Food and Nutri-
tion Service has not established how States should compile, track,
and report fraud in a uniform manner. The Federal Government
cannot possibly grasp the scope and frequency of fraud in the pro-
gram until we figure out how to report it.

We also have a problem with the trafficking of SNAP benefits
that diverts Federal money away from the intended purpose of pro-
viding nutritional meals to those in need. Food and Nutrition over-
sees retailer trafficking where some store owners have been found
to illegally redeem over $1.2 million in SNAP benefits.

Just a few weeks ago, investigators concluded a multiyear inves-
tigation, Operation Halfback, finding hundreds of people and busi-
nesses trafficked almost $4 million in SNAP benefits, some of
which went to purchase guns and drugs.

We have also noticed loopholes in the Food and Nutrition Service
regulations where retailers who have been permanently disquali-
fied from SNAP for trafficking are still in the system. If someone
owns a second SNAP-certified store, they are still eligible to receive
SNAP benefits in their non-disqualified store.
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So make no mistake, our fellow Americans deserve a helping
hand in times of hardship, but waste and fraud take this assistance
straight out of their hands and put it in the hands of people who
don’t need it and who are abusing it.

I look forward to hearing solutions from our witnesses today to
bring sustainability and integrity to the program.

With that, Mr. Chairman, I yield back.

Mr. JORDAN. I thank the chairman.

I I}{vill now turn to the ranking member from Maryland, Professor
Raskin.

Mr. RASKIN. Mr. Chairman, thank you so much for calling this
hearing, and I want to thank the witnesses for appearing today,
too.

SNAP is, of course, America’s most important antihunger pro-
gram. It reduces poverty and food insecurity, and improves health
and economic outcomes for more than 42 million Americans, espe-
cially children. People receive an average $1.40 per meal through
the SNAP program. In order to be on it, you have to complete a
detailed application and provide documentation on your income,
identity, immigration status, and address. Nearly 90 percent of
people on SNAP belong to households with children under the age
of 18, or elderly persons over 60, or a family member with disabil-
ities.

In my home State of Maryland, over 696,000 people benefit from
SNAP. In my district, it is 15,000 households. SNAP allows fami-
lies to purchase nutritious meals in retailer locations, including
farmers markets.

This is a program that, I think, matters to every Member of Con-
gress. Americans in every single congressional district benefit from
SNAP. I looked at all of our districts, Mr. Chairman, and there are
tens of thousands of our constituents who are on the SNAP pro-
gram.

The hearing occurs 1 week before the 2018 farm bill is slated for
consideration on the House floor. That bill would impose dramatic
new requirements that would effectively stop more than 2 million
Americans in need from receiving food aid under SNAP.

That comes after the House passed a $1.5 trillion tax cut that
will give the wealthiest 1 percent of tax filers $84 billion in 2019
alone. As it turns out, the tax cut recently enacted could finance
the entire SNAP program for nearly 1.5 years. In fiscal year 2017,
the cost of the entire SNAP program was $68 billion.

So I find it touching that we can give away billions in tax dollars
to corporate investors who don’t actually need it and don’t have to
prove that they are even working to receive their tax bonanza
while at the same time planning to increase work requirements
and cut food aid for Americans who are going hungry.

I know that some will try to justify cuts to SNAP with allega-
tions of fraud and abuse. Undoubtedly, there are corrections that
can be made to the 3 percent of payments that are wrong, more of
them, I understand it, underpayments than overpayments. But in
fact, SNAP has one of the lowest fraud rates in the government at
less than 5 percent.

Over the last several years, the U.S. Department of Agriculture
has taken aggressive steps to improve SNAP oversight and to work
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with States on rooting out waste. The USDA has brought down the
rate of trafficking to about 1 percent of benefits over the last 20
years. While all of us agree that waste, fraud, and abuse need to
be rooted out, I think there are clearly other places in the govern-
ment we could be looking.

Mr. Chairman, I will just close on that thought. We had a hear-
ing that found that there was $125 billion in immediate savings
that would be available by cutting waste at the Pentagon, and I
would hope we would be able to focus on that, too.

I yield back.

Mr. JORDAN. I thank the gentleman.

I now recognize the ranking member from Illinois for his state-
ment.

Mr. KRISHNAMOORTHI. Mr. Chairman, thank you so much for
holding this hearing. I would like this committee to help improve
how the government serves the American people. We should start
by recognizing the enormously important public service provided by
the Supplemental Nutrition Assistance Program otherwise known
as SNAP.

SNAP feeds 42 million Americans who face hunger and food inse-
curity. In my own district, the Eighth Congressional District of Illi-
nois, SNAP provides meals to nearly 28,000 households.

In fiscal year 2014, 69 percent of SNAP participants were fami-
lies with children. SNAP is vital to America’s low-income children.
No other nutrition or income-support program reaches as many at-
risk children or contributes as much to helping very low-income
households who have children.

SNAP’s value far exceeds its costs. This year, for households in
the program, SNAP will cost just $262.72 per household per year.
According to the Center on Budget and Policy Priorities, SNAP
averages just $1.40 per person per meal. These meals are crucial
to sustaining these indigent families.

I know what I am talking about because I have personal experi-
ence with SNAP’s predecessor, the food stamp program. I came to
our country with my family from India when I was 3 months old,
so my father could pursue his engineering education and our family
could embrace all the opportunities that America has to offer. But
despite my family’s best efforts, it wasn’t easy, and there was
struggle. When my family needed help, thanks to the incredible
generosity and goodwill of the people of America and its govern-
ment, we were allowed to be put on food stamps.

Today, my father is an engineering professor, my brother is a
doctor, and I am honored to represent the people of Illinois’ Eighth
Congressional District. That is the American dream, the promise of
a middle-class life with the opportunity for your children to have
an even better life than you did. That dream was possible for my
family because of my parents’ hard work and the opportunities our
country makes possible. But it was also possible because of food
stamps. For families like mine and millions of others, SNAP and
its predecessors have served as a critical social safety net and al-
lowed us to bounce back from financial hardship.

I believe that we must root out any fraud, waste, or abuse in
SNAP and any other government programs, for that matter. Ac-
cording to the United States Department of Agriculture Food and
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Nutrition Service, for fiscal year 2014, 3.66 percent of SNAP bene-
fits were issued through improper payments—3.66 percent. I
should say that any amount of fraud, waste, or abuse is too much.
That is why I believe that the goal of our Oversight Committee
should be to eliminate even the smallest amount of any improper
payments, whether it is in SNAP programs or any other govern-
ment expenditures.

But I strongly disagree with any attempt to exploit common
ground—that is common ground to root out waste, fraud, and
abuse—to justify severe cuts to our Nation’s premier antihunger
program that serves millions and millions of women, men, children,
seniors, and disabled Americans.

I believe firmly that the best antipoverty job program ever cre-
ated is a j-o-b, a job. But I also believe that it is wrong to allow
our most vulnerable citizens to go hungry.

I hope that the witnesses today will shed light on how to improve
SNAP program integrity without building greater barriers to help-
ing Americans who would go hungry.

Thank you, and I look forward to your testimony.

Mr. JORDAN. I thank the gentleman.

I want you all to imagine the scenario that I think could play out
in every one of our districts later this afternoon.

There is a guy who works second shift at the local plant. Remem-
ber, when you work second shift, you miss half your kid’s Little
League games, you miss some of their afterschool activities. But
here’s a guy who’s working hard for his family. He goes out to get
in his truck to drive to work. As he’s getting in his truck, he looks
a couple houses down and he sees the guy sitting on the front
porch drinking coffee, reading the paper. And the second-shift
worker knows the front-porch sitter can work and won’t work and
is getting his money.

As he gets in his truck to drive to work, thinking about the guy
back on the front porch, he has the radio on. It happens to be the
news hour. The reporter comes on and says the Federal Govern-
ment has a $20 trillion debt. They have some crazy program giving
money to favorite corporations. One company went bankrupt and
cost the taxpayers millions of dollars.

He hears all that, remembers the guy back on the front porch,
and guess what? This guy is ticked off. I would argue that he has
every right to be mad.

At the same time that he is driving to work, there is a lady driv-
ing home from work. She teaches second grade at the local school.
She, like any good teacher, has busted her tail all day long to help
her students. She is driving home from work, happens to have the
radio on, happens to be on the same station where she hears the
same reporter say the Federal Government has a $20 trillion debt.
They have some program that gives money to some connected cor-
{)oration. This company went bankrupt and cost the taxpayers mil-
ions.

She hears all that as she pulls into her driveway, which just hap-
pens to be on the same street, and she sees the same guy sitting
on the front porch drinking his coffee reading the paper. She knows
he can work and won’t work and is getting her money. And guess
what? She’s mad, too.
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I would argue that second-shift workers and second-grade teach-
ers are tired of this approach we have to social welfare, which says
to some people who are able-bodied adults, some of them who are
even able-bodied adults with no kids, you don’t have to do some-
thing to get taxpayer dollars.

So I know, over the next hour or so, we are going to spend a lot
of time talking about the 40 million people who get food stamps,
and that is appropriate. We need to. In some cases, it is a very
good program helping people just like the ranking member talked
about his own family. But I think we also have to remember the
260-some other million folks in this country who are paying for the
program, and it is not too much to ask to say, if you are getting
a benefit from the government, you should have to do something
to receive that. After all, it is hardworking taxpayers’ dollars that
we are talking about.

So I say all that, I hope, to set a little context for the next few
hours as we talk about this important program and as we move
into a debate on the farm bill, where we talk about reauthorization
of the SNAP program.

With that, I will turn to our witnesses. Let me introduce our wit-
nesses, then we will go to them.

Let me start with Mr. Brandon Lipps, Administrator of the Food
and Nutrition Service and Acting Deputy Under Secretary of the
Food, Nutrition, and Consumer Services at the U.S. Department of
Agriculture.

Mr. Lipps, we appreciate you being here.

We have Ms. Kathy Larin, director of education, workforce, and
income security at the U.S. Government Accountability Office.

We appreciate you being here with us, Ms. Larin.

And Mr. Sam Adolphsen—Adolphsen? I don’t know where to put
the accent. Say it again?

Mr. ADOLPHSEN. Adolphsen.

er. JORDAN. Adolphsen, all right. I put the accent in the right
place.

A senior fellow at the Foundation for Government Accountability.

And Ms. Stacy Dean, vice president for food assistance policy at
the Center for Budget and Policy Priorities.

We swear you in here, so if you will all please stand and raise
your right hand, we will do this.

[Witnesses sworn.]

Mr. JORDAN. Let the record show that each witness answered in
the affirmative.

Unanimous consent that Mr. Gianforte be able to participate in
all aspects of the hearing.

We are glad you are here.

The ranking member is recognized for a motion.

Mr. KRISHNAMOORTHI. Mr. Chairman, I would like to submit two
letters for the record, one from EPIC.org, that is Electronic Privacy
Information Center, and the other from the Network Lobby for
Catholic Social Justice.

Mr. JORDAN. Without objection, so ordered.

Mr. JORDAN. Now, we will go right down the line here.

Mr. Lipps, you get your 5 minutes. You know how it works. Try
to keep it under, if you can. If you go over, don’t go much over.
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Then we will move down the list, and then we’ll come back to ques-
tions.
The gentleman is recognized.

WITNESS STATEMENTS

STATEMENT OF BRANDON LIPPS

Mr. Lipps. Good morning, Chairman Jordan, Chairman Palmer,
and Ranking Member Krishnamoorthi, and members of the sub-
committee. I appreciate the opportunity to talk to you today about
the Supplemental Nutrition Assistance Program commonly known
as SNAP. I am the Acting Deputy Under Secretary for Food, Nutri-
tion, and Consumer Services at USDA, and Administrator of the
Food and Nutrition Service, where I oversee 15 nutrition programs,
totaling nearly $100 billion per year. The largest of these programs
is SNé&P, with a total of 40.7 million low-income individuals being
served.

Today, I want to talk to you about three priorities that guide our
work at FNS: integrity, self-sufficiency, and customer service.
These interdependent principles help us to ensure that SNAP oper-
ates effectively, efficiently, and as intended by law.

FNS works closely with our State partners to administer nutri-
tion assistance programs that leverage our Nation’s agricultural
abundance. All those involved in these programs at the Federal,
State, and local level are accountable for the program integrity.

In programs of this size, even low fraud rates can translate into
billions of dollars in taxpayer money. Therefore, FNS uses ad-
vanced data analytics to prevent new and emerging threats, as well
as to identify and remove retailers who take advantage of the pro-
gram. We also work with States to educate and equip them to fight
participant fraud.

To that end, just yesterday, we announced a comprehensive
SNAP fraud framework geared at helping States with the tools
they need to combat participant fraud.

Another fraud reduction measure, which was included in the fis-
cal year 2019 President’s budget, is the National Accuracy Clear-
inghouse, which improves States’ abilities to check for duplicate
participation in SNAP across state lines.

It is also critical that benefits are issued only to those who are
eligible and in the correct amount. For the first time in 3 years,
FNS will announce a SNAP improper payment rate for fiscal year
2017 in June. It is worth noting that the OIG’s audit findings sug-
gest that State performance bonuses incentivize this bias. The fis-
cal year 2019 President’s budget also called for eliminating these
performance bonuses.

Another important piece of our strategy is coordinating and en-
hancing ongoing efforts at the agency. That is why we recently an-
nounced the hire of a chief integrity officer to foster greater collabo-
ration and to leverage lessons learned across each of our 15 nutri-
tion programs.

Another key agency priority is self-sufficiency. Nutrition assist-
ance programs should not only be measured by how they provide
for those in need but also how they support the transition to inde-
pendence for those able to move beyond government assistance.
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There are approximately 15 million working-age, able-bodied
adults on SNAP. Of these, over 9 million are not working. We can,
and we should, do better.

FNS recently published an Advance Notice of Proposed Rule-
making, which received over 22,000 comments on how to best help
able-bodied adults without dependents, which we referred to
ABAWDs, move back to stable employment. As the economy con-
tinues to improve, there is no better time than now to discuss how
we can more effectively help those ABAWDs move to self-suffi-
ciency.

I recently visited an employment and training site and had a
chance to talk to women training for nontraditional jobs. The ex-
citement in their voices about the prospect of a new career and a
new chapter in their lives was truly empowering. E&T programs
can have a profound effect on low-income Americans, lifting them
from poverty to prosperity. FNS’s SNAP to Skills project and our
E&T Learning Academy are just two of the ways we are working
with States and local partners to identify and ensure best practices
and improve our employment and training outcomes.

Finally, we have the responsibility to provide the best customer
service to all of our stakeholders. Though the Federal Government
develops SNAP policy and conducts monitoring and oversight, State
and local agencies are ultimately responsible for delivering pro-
gram benefits. We must empower them to successfully execute this
responsibility while also holding them accountable.

I have met with SNAP administrators from across the country to
hear from them on what is working and what is not. Many have
indicated they are looking for more flexibility and less regulation,
so they can better serve their local populations.

To that end, we recently issued guidance to improve customer
service by expanding allowable activities for States that use non-
merit system personnel in their call centers. As we move forward,
we will continue to identify ways to improve integrity, increase
self-sufficiency, and deliver high-quality service to all our cus-
tomers.

As Secretary Perdue says, we can do right and feed everyone. I
look forward to continuing to work with Congress to achieve that
goal, and I am happy to answer any questions. Thank you.

[Prepared statement of Mr. Lipps follows:]
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Thank you Chairmen Palmer and Jordan, Ranking Members Raskin and
Krishnamoorthi, and Members of the Subcommittees on Intergovernmental Affairs
and Healthcare, Benefits, and Administrative Rules for the invitation to be here
today to update you on the Supplemental Nutrition Assistance Program (SNAP).

My name is Brandon Lipps, and I currently serve as Acting Deputy Under
Secretary, Food, Nutrition, and Consumer Services (FNCS) as well as
Administrator for the Food and Nutrition Service (FNS). Several years ago, 1
worked on the House Agriculture Committee and am honored to return to Capitol
Hill serving the public in a new capacity, on behalf of the U.S. Department of
Agriculture.

As Administrator of the nation’s 15 nutrition assistance programs, I appreciate the
importance of this Committee’s responsibility to ensure efficiency, effectiveness,
and accountability in the Federal Government. Secretary Perdue and I share the
belief that Americans care about their neighbors and want them to have food on
their table — but they also want to know that their taxpayer dollars are allocated
properly to help those most in need. I look forward to working with this
Committee to continually fulfill that commitment.

As you know, FNS works closely with our State partners to administer nutrition
assistance programs that leverage our nation’s agricultural abundance to ensure no
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American goes hungry. SNAP, the largest of these programs, helps those most in
need get back on their feet by supplementing their food buying power. The
program is designed to be responsive to the current economic conditions and
support the transition of able-bodied adults to stable employment. The most recent
data show that SNAP served 40.7 million low-income individuals in January 2018
— a decline of approximately two million people from the previous January.

Today, I want to speak to you about three priorities that guide FNS’s work —
integrity, self-sufficiency, and customer service. These interdependent principles
help us ensure that SNAP operates effectively, efficiently, and as intended by law.

Integrity:

All those involved in nutrition assistance programs at the Federal, State, and
local level are accountable for good stewardship of tax dollars. Using every
dollar wisely and eliminating error and fraud are critical to preserving SNAP
benefits for those truly in neced. USDA works in concert with State and local
program partners to:

¢ Ensure benefits go only to those who are eligible,

e Issue benefits in the correct amount,

e Identify bad actors and remove them from the program,

¢ Use state-of-the-art technology to proactively identify new and emerging

threats to program integrity, and
¢ Reduce errors through a comprehensive strategy of risk management.

As you may know, FNS has been rigorously working to remove bias from the
SNAP Quality Control (QC) system, a process for measuring the accuracy of
State eligibility determinations and benefit levels. The QC system is nor a
measure of fraud, but rather a measurement of improper payments — both under
issuance and over issuance — that are generally the result of either State agency or
client error. Both FNS and the USDA Office of Inspector General identified bias
in the QC data for Fiscal Year (FY) 2015 and FY 2016, which impeded our
ability to release an improper payment rate for the past two years. Resolving
these issues is a top priority for FNS, and we have taken numerous corrective and
preventative actions to that end. As a result, we will be able to report a SNAP
improper payment rate for FY 2017 by June 30, 2018.

With regard to fraud in SNAP, FNS employs advanced data-analytics techniques,
highly specialized investigators, and collaboration with our Federal, State, and
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local partners to identify, eliminate, and prevent the misuse of tax payer dollars
intended for those in need. It is important to note that FNS oversees retailer
fraud, while the States oversee participant fraud.

FNS constantly updates our use of technology to modernize our programs and
gives States the tools they need to succeed in eliminating participant fraud.
Yesterday, FNS issued a comprehensive SNAP fraud framework geared at arming
States with the information they need to combat participant fraud. FNS also
recently created an interactive model online application for school meal programs
that we plan to explore how to replicate this approach across nutrition programs.
This application reduces common, unintentional errors in submitting the required
information. We continue to explore new and evolving strategies to improve
oversight and monitoring throughout every step of benefit delivery and
utilization.

As another fraud reduction measure, the President’s Budget proposes nationwide
use of the National Accuracy Clearinghouse (NAC), which improves States’
ability to check for duplicate participation in SNAP across State lines. FNS tested
this concept in five states and prevented over 300 dual participants per month,
achieving $5.6 million in cost savings. This is a prudent step to prevent potential
fraud and protect American taxpayers by expanding this successful State-led pilot
nationwide.

Additionally, FNS recently hired a Chief Integrity Officer to provide enhanced
leadership and enterprise integrity coordination. The position is part of my
Executive Team and will foster greater collaboration and enhance our ongoing
commitment to this priority. As part of this commitment, we are conducting a
third-party assessment of FNS’s integrity efforts. One aspect of that effort will
include a plan to ensure all FNS programs are in compliance with the Improper
Payments and Elimination Recovery Act. Additionally, FNS is working on a
comprehensive review of waivers, pilots, and demonstration projects in all FNS
programs to ensure current practice is in line with program integrity efforts.

Program integrity is not a one-time effort: Where protection of taxpayer dollars is
concerned, the job is never done. As our programs continue to develop, FNS will
identify new ways to enhance integrity in the delivery of these critical nutrition
assistance benefits. This is essential to protecting SNAP and all who it serves,
both now and in the future.

Self Sufficiency:



12

Few needs are more fundamental in life than food. USDA’s Federal nutrition
assistance programs are designed to ensure no American goes hungry. However,
in doing so, they should not encourage participants to permanently forfeit the
dignity and empowerment that comes with self-reliance. Nutrition assistance
must support those facing hard times by providing them the food they need while
helping those who are able to move beyond government assistance to
independence.

The nutrition safety net must remain strong in its service to the elderly, children
and disabled. However, success in SNAP should not be measured by how many
people enroll, but by how the program supports and enables a participant’s return
to self-sufficiency. There are approximately 15 million working age (18-59) non-
disabled adults on SNAP. Of these, over nine million are not working. We can
and we should do better. We must work to reduce barriers to employment and
hold both individuals and States accountable for participants getting and
maintaining jobs.

I want to be clear: We do not seek this goal because it is the easy path. It will
require effort, persistence and ingenuity for all those involved. Effective
employment and training programs and data-driven employment strategies are
key to this effort. We seek this goal because we believe employment is the best
path to self-sufficiency and, therefore, in the best interest of those we serve and
the country as a whole.

That is why we recently published an Advanced Notice of Proposed Rule Making
{ANPRM) to collect information, ideas, and best practices on helping move able-
bodied adults without dependents (ABAWDs) back to stable employment.

The SNAP Employment and Training (E&T) program is a critical tool for helping
SNAP participants gain the knowledge and skills needed to obtain stable
employment in their local economy. SNAP E&T programs are State administered
and Federally funded, but the services are provided by local workforce partners
including State workforce centers, non-profits, for-profits, and community
colleges. States currently have considerable flexibility in designing their E&T
programs, the components they offer, the populations they serve, and whether
they operate a mandatory or voluntary program.

SNAP E&T programs are one-way SNAP recipients can meet the general work
requirements which apply to individuals between the ages of 16-59 who are not
disabled and who are not the primary caregiver of a child under the age of six.
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ABAWD work requirements apply to individuals between the ages of 18-49 in
households without children under age 18.

USDA is working with States to improve their E&T programs and to identify and
share best practices. Not only has USDA increased its own capacity, it also
implemented the SNAP to Skills project, a technical assistance project that
provides States the tools and resources to develop effective E&T programs. To
date, the SNAP to Skills project has provided direct technical assistance to 15
States, published policy briefs on best practices such as incorporating career
pathways into E&T programs, and created tools such as the operations handbook
which is a step-by-step guide State can use to implement an effective SNAP E&T
Program. In addition, USDA offers learning opportunities such as the SNAP
E&T Learning Academy which provides individuals from State agencies,
community colleges, community based organizations, training providers, and
other stakeholders the opportunity to gain expertise on SNAP E&T that will
enable them to work within or across States to create robust and effective E&T
programs. USDA will also use the outcome data that States began submitting this
year to help them pinpoint areas that need improvement and to share best
practices and lessons learned.

Additionally, the input FNS receives through the ANPRM will help inform future
policy decisions to maximize the outcomes of E&T programs and other efforts
designed to help move participants toward economic independence.

Customer Service:

Finally, we have the responsibility to provide the best possible service to all of
our customers. We provide good customer service to SNAP participants by
providing individuals and families nutritious food to eat while supporting and
facilitating their transition to self-sufficiency. We serve the American public
well by ensuring their taxpayer dollars are invested effectively and efficiently.
We must also provide quality customer service to our partners: State and local
agencies.

Though the Federal Government develops SNAP policy and conducts
monitoring and oversight, State and local agencies are responsible for
delivering program benefits. We must empower them to successfully execute
this responsibility in ways that best serve their SNAP participants. This includes
listening to feedback and providing options over mandates, flexibility over
“one-size fits all.”
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Last fall, I wrote a letter to all State SNAP commissioners and secretaries where [
referred to States as “laboratories of innovation.” FNS seeks to learn from State
experiences — What new ideas do they have for improving customer service? What
have they tried that works or does not work? One thing we heard was that some
States experienced undue administrative burden by rules limiting who can perform
various SNAP functions. FNS issued new national program guidance giving State
agencies flexibility to use contracted private-sector staff to provide basic case-
specific information, as allowed under other Federal programs. Certification
decisions remain with State employees, as required by statute. This guidance gives
SNAP State agencies new flexibility to make operations more efficient and
improve customer service while maintaining a high-level of program integrity. We
will continue to explore other ways to increase flexibility and minimize
administrative burden for State and local agencies delivering SNAP benefits.

In conclusion, the principles of program integrity, self-sufficiency, and customer
service guide FNS decisions. Achieving any one of these principles would not be
possible without listening to and working with our partners — including Congress.
We look forward to continuing to work with you to improve SNAP and all
nutrition programs to best serve those most in need and the American taxpayer.
Thank you again for the opportunity to be here today, and [ am happy to answer
any questions you may have.
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Mr. JORDAN. I thank the gentleman.
Ms. Larin, you are recognized.

STATEMENT OF KATHY LARIN

Ms. LARIN. Chairman Jordan, Chairman Palmer, Ranking Mem-
ber Krishnamoorthi, Ranking Member Raskin, and members of the
subcommittees, I am pleased to be here today to discuss GAO’s
prior and ongoing work on USDA’s Supplemental Nutrition Assist-
ance Program known as SNAP. Specifically, my testimony today
will address our work on SNAP employment and training pro-
grams, improper payment rates, recipient fraud, and retailer traf-
ficking.

First, regarding SNAP E&T, according to our analysis of USDA
data, about 14 percent of SNAP recipients were subject to work re-
quirements in an average month of 2016, but only 0.5 percent of
SNAP’s 43.5 million recipients participated in a SNAP E&T pro-
gram that year. SNAP E&T programs are generally designed to
help SNAP recipients increase their ability to obtain regular em-
ployment through services such as job search and training.

States have broad flexibility in how they design their E&T pro-
grams, and we found that they have made various changes to these
programs in recent years, such as increasing partnerships with
State and local organizations to deliver services, and increasing
their focus on able-bodied adults without dependents, or ABAWDs.
States we talked to noted that, in recent years, ABAWDs have be-
come increasingly subject to time limits, which prevent those re-
cipients from receiving benefits for more than 3 months unless they
are working or participating in an employment program.

Regarding improper payments, in 2015, USDA reported that 3.66
percent of all SNAP benefits paid in fiscal year 2014, $2.6 billion,
were improper. GAO reviewed USDA’s SNAP improper payment
rates in 2016, and we found that State and Federal policy changes
likely affected these rates in the last decade.

Specifically, we found that policies that simplified program rules
likely lowered improper payment rates while other policies may
have increased them. USDA did not report on improper payments
in 2016 or 2017 due to data quality issues identified by the depart-
ment and by the USDA IG. However, USDA has been working with
States to resolve these issues and is expected to release new esti-
mates by June 30 of this year.

Regarding recipient fraud, in 2014, we reported that States faced
several challenges in combating recipient fraud. For example, we
found that USDA guidance on the use of data analytics to detect
fraud lacked specificity, and we recommended that USDA develop
additional guidance. We also found that tools recommended for
monitoring e-commerce or social media websites for potential fraud
were ineffective. USDA’s recently released fraud framework may
help address some of these issues. Additionally, we recommended
that USDA consider revisiting its financial incentives to better sup-
port cost-effective antifraud strategies, but the department decided
not to make changes to address this issue.

Finally, regarding trafficking, in 2006, we reported that SNAP
was vulnerable to retailer trafficking.
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For example, we found that USDA did not have a system in place
to ensure that retailers at highest risk for trafficking were quickly
targeted for monitoring, and we recommended that they provide
earlier targeted oversight to these stores. We also found that
USDA’s penalties for retail trafficking may have been insufficient
to deter traffickers, and we recommended that penalties be in-
creased.

Since we reported on these issues, USDA has established risk
levels for each retailer and proposed rules to increase penalties.
However, USDA has not finalized these rules, and as of fall 2017,
these rules were considered inactive.

In conclusion, many of our Nation’s most vulnerable citizens rely
on SNAP to obtain an adequate and nutritious diet, and USDA has
taken some steps to improve the integrity of the program, but more
could be done.

GAO continues to examine these issues for the subcommittee and
looks forward to providing additional information later this year.

This concludes my statement, and I am happy to answer any
other questions you have.

[Prepared statement of Ms. Larin follows:]
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SUPPLEMENTAL NUTRITION ASSISTANCE
PROGRAM

Observations on Employmentand Training Programs
and Efforts to Address Programintegrity Issues

What GAO Found

Overseen by the U.S. Department of Agricuiture (USDA) and administered by
states, Supplemental Nutrition Assistance Program (SNAP) Employment and
Training (E&T) programs served about 0.5 percent of the approximately 43.5
million SNAP recipients in an average month of fiscal year 2016, according to the
most recent USDA data awilable. These programs are generally designed to
help SNAP recipients increase their ability to obtain regular employment through
sendces such as job search and training. Some recipients may be required to
participate. According to USDA, about 14 percent of SNAP recipients were
subject to work requirements in an average month of fiscal year 2018, while
others, such as children and the elderly, were generally exempt fom these
requirements. States have flexibility in how they design their E&T programs.

Ower the last several years, states hawe 1) increasingly moved away from
programs that mandate participation, 2) focused on sening able-bodied adults
without dependents whose benefits are generally time-iimited unless they comply
with work requi ts, and 3) p: red with state and local organizations o
deliver senices. USDA has taken steps to increase support and oversight of
SNAP E&T since 2014, including collecting new data on participant outcomes
from states. GAO has ongoing work reviewing SNAP E&T programs, including
USDA owersight.

USDA and the states partner to address issues that affect program integrity,
including improper payments and fraud, and USDA has taken some steps to
address challenges in these areas, but issues remain.

» Improper Payments. In 2016, GAO reviewed SNAP improper payment rates
and found that states’ adoption of program flexibilities and changes in federal
SNAP policy in the previous decade, as well as improper payment rate
calculation methods, likely affected these rates. Although USDA reported
improper payment estimates for SNAP in previous years, USDA did not
report an estimate for benefits paid in fiscal years 2015 or 2016 due to data
quality issues in some states. USDA has since been working with the states
to improve improper payment estimates for the fiscal year 2017 review.

* Recipient Fraud. In 2014, GAO made recommendations to USDA to
address challenges states faced in combatting recipient fraud. For example,
GAO found that USDA's guidance on the use of transaction data to uncover
potential traficking lacked specificity and recommended USDA dewelop
additional guidance. Since then, USDA has provided technical assistance to
some states, including on the use of data analytics. GAO has ongoing work
revewing states’ use of data analytics to identify SNAP recipient fraud.

* Retailer Trafficking. In 2006, GAO identified seweral ways in which SNAP
was winerable to retailer trafficking—a practice inwlving the exchange of
benefits for cash or non-food items. For example, USDA had not conducted
analyses to identify high-risk retailers and target its resources. Since then,
USDA has established risk levels for retailers based on various factors. GAO
has ongoing work ing how USDA pi ts, detects, and responds fo
retailer trafficking and reviewing the usefulness of USDA’s estimates of the
extent of SNAP retailer trafficking.

United States Gove rnment Accountability Office
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Chairman Jordan, Chairman Palmer, Ranking Member Krishnamoorthi,
Ranking Member Raskin, and Members of the Subcommittees:

Thank you for inviting me here today to discuss our work on the U.S.
Department of Agriculture’s (USDA) Supplemental Nutrition Assistance
Program (SNAP)—the largest federally-funded nutrition assistance
program. Jointly administered by USDA's Food and Nutrition Service
(FNS) and the states, SNAP helps low-income households obtain a better
diet by providing them with benefits to purchase food from authorized
retailers. In fiscal year 2017, SNAP provided approximately $63 billion in
benefits to about 42 million individuals in over 20 miflion households.

To receive SNAP benefits, individuals mustapply in their state of
residence and meet the program’s eligibility requirements, suchas
income limits. To be eligible for benefits, SNAP recipients must also
generally comply with the program’s work requirements, such as
registering for work and participating in certain work programs if required
by the state agency.’ For example, SNAP recipients may be required by
the state to participate in state-operated SNAP Employmentand Training
(E&T) programs. First federally required in the 1980s, SNAP E&T
programs are intended to help individuals in SNAP households acquire
skills, training, employment, or experience that will increase their ability to
obtain regular employment.

The federal government pays the full cost of SNAP benefits and shares
the costs and responsibility of administering the program and ensuring
program integrity with the states. Most SNAP benefits are used for the
intended purpose, according to FNS. However, improper payments—
payments to individuals that were made in an incorrect amount of shouid
not have been made at all—may result from unintentional errors by SNAP
recipients or staff administering the program or may result from intentional
errors or misuse of benefits, practices which are considered fraud. For
example, individuals may misrepresent their household's circumstances
to state agencies in order to obtain benefits. Further, some recipients sell
their benefits for cash, often at a loss, to a retailer—a practice known as

"The general SNAP work requirements applyto people ages 16 through 59, except for
those who are physicallyor mentallyunfit, have responsibilityfor the care of a dependent
child under age 6 or an incapacitated person, are alreadyemployed 30 hours or more per
week or receive weekly earnings which equal the minimum hourlyrate setunder federal
fawmuitiplied by 30, or are a bona fide studentenrolied half-time ormore inany
recagnized school training program, orinstitution of higher education, amongstother
exceptions.

Page 1 GAQ-18-504T Suppl d Nutrition A rogram
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trafficking. FNS is responsible for authorizing and monitoring retailers
from which recipients may purchase food, and states are responsible for
determining applicant eligibility and investigating possible program
violations by recipients. As we have reported in our prior work, both FNS
and states face challenges in addressing recipient and retailer fraud.

In response to requests from the Chairman and other members of this
Committee, we currently have work underway on SNAP E&T programs,
as well as on SNAP recipient and retailer fraud. Today | will provide
information from our ongoing and prior work, focusing on (1) SNAP E&T
programs, including program participants, design, and FNS oversight, and
{2) FNS's efforts to address program integrity, including improper
payments and SNAP recipient and retailer fraud.

To address the areas discussed in this testimony statement, we drew on
our ongoing work on SNAP E&T programs, recipient fraud, retailer
trafficking, as well as our prior work on improper payments. Specifically,
for our discussion of SNAP E&T programs, we analyzed data on SNAP
E&T expenditures and participation collected by FNS from the states for
fiscal year 2007 through fiscal year 2016, the most recent data available.
In addition, we analyzed published FNS Quality Control data on SNAP
recipients and work registrants for fiscal year 2008 through fiscal year
2016. To assess the reliability of the data included in this statement, we
interviewed FNS and state officials knowledgeable about the data, and
determined the data are sufficiently reliable for the purposes of this
statement. We also reviewed relevant federal laws and regulations;
reviewed guidance and research from FNS; interviewed FNS officials, as
well as select state and local SNAP E&T staff from five states; and
reviewed our prior work on SNAP E&T programs.? For our discussion of
FNS's efforts o address improper payments and SNAP recipient and
retailer fraud, we drew on our 2016 review of SNAP improper payment
rates and reviewed relevant USDA reports.® We also drew on our 2014

2In our ongoing work, we selected states based on several criteria, including varied SNAP
E&T senvce delivery approaches and other program characteristics, as well as geographic
dispersion. Qur priorwork on SNAP E&T is included in our 2003 report: GAO, Food
Stamp Employment and Training Program. Befter Data Needed to Understand Who Is
Served and What the Program Achieves. GAO-03-388. (Washington, D.C.:March 12,
2003).

3GAD, Supy tal Nutrition Assi: Program: Policy Changes and Calculation
Methods Likely Affect Improper Payment Rates, and USDA Is Taking Steps to Help
Address Recipientfraud, GAO-16-708T (Washington, D.C.: July 6, 2016).

Page 2 GAO-18-504T Suppl | it i Program
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analysis of SNAP replacement card and transaction data, in whichwe
conducted tests of FNS-recommended automated fools and interviewed
program stakeholders, including federal and select stale officials.* We
also obtained relevant documentation from FNS in April 2018 on steps
the agency has taken to address our 2014 recommendations. We also
drew on our 2006 work on retailer {rafficking, in which we reviewed FNS
reports on trafficking estimates; visited FNS field offices; analyzed FNS
retailer data; and interviewed federal officials, among others.® We also
assessed FNS reports on trafficking estimates covering calendar years
2006 through 2014 (the most recent data available), reviewed FNS
policies and reports, and interviewed FNS officials.® More complete
information on the scope and methodology of our prior work is available in
each published report. Our current work on SNAP E&T programs,
recipient fraud, and retailer trafficking is still ongoing.

The work upon which this statement is based was conducted in
accordance with generally accepted government auditing standards.
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.

Background

USDA's Food and Nutrition Service (FNS) is responsible for promulgating
SNAP program regulations, ensuring that state officials administerthe
program in compliance with program rules, and authorizing and
monitoring retailers from which recipients may purchase food. States are
responsible for determining applicant eligibility, calculating the amount of
their benefits, issuing benefits on Electronic Benefit Transfer (EBT)
cards—which can be used like debit cards to purchase food from

4GAO, tal Nutrition Assi Program:Enh d Detection Toolsand
Reporting Could Improve Efforts to Comb at Recipient Fraud, GAO-14-641. (Washington,
D.C.: August21, 2014).

SGAO, Food Stamp Trafficking: FNS Could Enhance Program integrily by Better Targeting
Stores Likely to Traffic and Inc ing P ties. GAO-07-53. (Washington, D.C.: Oct 13,
20086).

SENS's The Extent of Trafficking in the Supple tal Nutrition Assi Program
reports are published approximatelyiwo fo three years after the time period covered in the
report. For example, the mostrecent report—-published in 2017—analyzes data from 2012
to 2014,

Page 3 GAQ-18-504T [ | Nutrition Assi Program
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authorized retailers—and investigating possible program violations by
recipients.

SNAP Work Requirements

SNAP recipients are subject to various work requirements. Generally, all
SNAP recipients ages 16 through 59, unless exempted by law or
regulation, must comply with work requirements, including registering for
work, reporting to an employer if referred by a state agency, accepting a
bona fide offer of a suitable job, not voluntarily quitting a job or reducing
work hours below 30 hours a week, and participating in a SNAP E&T
program or a workfare program—in which recipients perform work on
behaif of the state—if assigned by the state agency.” SNAP recipients are
generally exempt from complying with these work requirements if they are
physically or mentally unfit, responsibie for caring for a dependent child
under age 6 or an incapacitated person, employed for 30 or more hours
per week or receive weekly earnings which equal the minimum hourly
rate set under federal law muitiplied by 30, or are a bona fide student
enrolled haif-time or more in any recognized school training program, or
institution of higher education, amongst other exemptions. SNAP
recipients subject to the work requirements—known as work registrants—
may lose thelr eligibility for benefits if they fail to comply with these
requirements without good cause.®

One segment of the work registrant population, SNAP recipients ages 18
through 49 who are “able-bodied,” not responsible for a dependent child,
and do not meet other exemptions—able-bodied adults without
dependents (ABAWDs)—are generally subject to additional work
requirements. In addition to meeting the general work requirements,
ABAWDs must work or participate in a work program 20 hours or more
per week, or participate in workfare, in which ABAWDs perform work to
earn the value of their SNAP benefits. Participation in SNAP E&T, which
is a type of work program, is one way for ABAWDs to meet the 20 hour
per week ABAWD work requirement, but other work programs are
acceptable as well. Unless ABAWDs meet these work requirements or

7Regarding work registration, SNAP recipients subjectto work requirements are required
{o registerfor work or be registered by the state agency at the time of application and
every 12 months afterinitial registration.

Sexamples ofgood cause can include iliness, household emergency, lack of
transportation, and other circumstances. States mustdefermine ifa recipienthas good
cause for not complying with work requirements before disqualifying the recipientfrom
benefits.

Page 4 GAO-18-504T z f Nutrition Assi Program
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are determined to be exempt, they are fimited to 3 months of SNAP
benefits in a 36-month period.?

At the request of states, FNS may waive the ABAWD time limit for
ABAWDS located in certain areas of a state or an entire state under
certain circumstances. Awaiver may be granted if the area has an
unemployment rate of over 10 percent or there are an insufficient number
of jobs to provide employment for these individuals. If the time limitis
waived, ABAWDs are not required to meet the ABAWD work requirement
in order to receive SNAP for more than 3 months in a 36-month period yet
they must still comply with the general work requirements.

SNAP Employmentand
Training Programs

Federal requirements for state SNAP E&T programs were first enacted in
1985 and provide state SNAP agencies with flexibifity in how they design
their SNAP E&T programs, including who to serve and what services to
offer. The state has the option to offer SNAP E&T services on a voluntary
basis to some or all SNAP recipients, an approach commonly referred to
as a voluntary program. Alternatively, the state can require someor all
SNAP work registrants to participate in the SNAP E&T program as a
condition of eligibifity, an approach commonly referred to as a mandatory
program. Further, states determine which service components to provide
participants through their SNAP E&T programs, although they must
provide at ieast one from a federally determined fist. This list includes job
search programs, job searchtraining programs, workfare, programs
designed to improve employability through work experience or training,
education programs fo improve basic skills and employability, job
retention services, and programs to improve self-sufficiency through self-
employment. Total federal expenditures on SNAP E&T programs were
more than $337 million in fiscal year 2016, States are eligible to receive
three types of federal funding available for state SNAP E&T programs:
100 percent funds—formula grants for program administration, '® 50

SAccording to FNS, reasons for ABAWD pti mayinclude ically certified as
physicallyor mentallyunfit for employment, responsible for a child under 18, employed for
30 or more hours perweek, or pregnant. Further, state agencies hawe discretionto
exempt, on a month-to-month basis, 15 percentof the ABAWDs who would otherwise be
subjectto the time limit.

OFederal 100 percent funds are set at $90 million by statute. Federal 100 percentfunds
are allocated to states based on a formula, in which 90 percentof the state’s aliocationis
based on the number ofwork registrants in a state and 10 percent of the allocation is
based on the number ofABAWDs in a state.

Page 5 GAC-18-504T Suppl !l i Program
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percent federal reimbursement funds, and ABAWD pledge funds—grants
to states that pledge to serve ali of their at-risk ABAWDs, 't

SNAP Program Integrity

The Office of Management and Budget has designated SNAP as a high-
priority program due to the estimated dollar amount in improper
payments—any payments that should not have been made or were made
in an incorrect amount (including overpayments and underpayments)
under statutory, contractual, administrative, or other legally applicable
requirements. According to USDA's fiscal year 2015 agency financial
report, $2.6 billion, or 3.66 percent, of all SNAP benefits paid in fiscal year
2014 were improper, the most recent year for which data are available.
SNAP improper payments are caused by variances in any of the key
factors involved in determining SNAP eligibility and benefit amounts, and,
according to USDA, household income was the most common primary
cause of dollar errors.? States review the accuracy of SNAP payments to
recipients on an ongoing basis, and FNS assesses the accuracy of state
reviews and determines a national improper payment rate annually.

FNS and states share responsibility for addressing SNAP fraud, which
can occur through the eligibility process and when benefits are being
used. Specifically, recipients may commit eligibllity fraud when they
misrepresent their household size, income, or expenses in order to
fraudulently obtain SNAP benefits. Another type of fraud—trafficking—
oceurs when recipients exchange benefits with authorized retailers or
other individuals for cash or non-food items (e.g. rent or transportation). In

"ABAWD pledge funds are setat not more than $20 million bystatute. States receiving
ABAWD pledge funds from the federal governmentmustmake and complywith a
commitment, orpledge, to use these funds to offer at-risk ABAWDs a positioninan
education, training orworkforce componentthatfulfills the ABAWD work requirement. Al
risk ABAWDs are those inthe lastmonth of the three month time limitof SNAP eligibility
and who meetothercriteria. The ABAWD grants are allocated based on the numberof
ABAWDSs in the states participating in the pledge. States may also use the other SNAP
E&T funding streams to serve ABAWDs.

2eNS developed its quahty contml process for SNAP in 1977 to track and measure errors
in both and benefit tions forthe program. According to FNS officials,
each month, a state’'s SNAP quality control staff selects for review a representative
sample ofhouseholds thatreceived SNAP benefits. The statewide sample is designedto
produce a valid statewide improper paymentrate, which is the sum of the overpayments
and underpayments divided by the value of all payments. A variance occurs when a
quality control reviewer finds the incorrectapplication ofpolicy, the basis ofissuance is
incorrect, or there is a difference between the information thatwas used and the
information thatshould have been used to determine a househoki's monthly SNAP benefit
amount.
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a typical retailer trafficking situation, for example, a retailer may charge
$100 to a recipient’s EBT card and give the recipient $50 in cash instead
of $100 in food. The federal government reimburses the retailer $100,
which results in a fraudulent $50 profit to the retailer.

State agencies are directly responsible for preventing, detecting,
investigating, and prosecuting recipient fraud, including eligibility fraud
and trafficking by SNAP recipients, under the oversight and guidance of
FNS. States play a key role in preventing fraud when determining
eligibility for SNAP. State agencies collect applicant information, such as
household income and employment, and verify it through data matches
with other information sources. After benefits are issued, the agencies
may monitor EBT transaction data to identify spending patterns that may
indicate trafficking. If an individual or household intentionally violates
SNAP rules, such as by trafficking or making false or misieading
statements in order to obtain benefits, states conduct administrative
disqualification hearings or, in some cases, refer the case for criminal
prosecution.

FNS is responsible for authorizing and overseeing retailers who
participate in the program—fotaling more than 263,000 in fiscal year
2017-including investigating potential retailer trafficking. In order to
participate in SNAP, a retailer applies to FNS and demonstrates that they
meet program requirements, such as those on the amount and types of
food that authorized stores must carry. FNS verifies a retailer's
compliance with these requirements and generally authorizes retailers for
5 years. FNS then monitors retailers’ continued compliance with program
requirements and administratively disqualifies, or assesses money
penalties on, those who are found to have trafficked benefits. To this end,
FNS officials collect and monitor EBT transaction data to detect irregular
patterns of transactions that may indicate trafficking and aiso conduct
undercover investigations. if found to be trafficking, retailers are generally
permanently disqualified from SNAP or incur a monetary penalty in lieu of
permanent disqualification.

3The retailer may appeal FNS's decision, firstwithin FNS and laterto the appropriate
federal districtcourt. The USDA Office of InspectorGeneral, U 5. Secret Senvice, and the
Federal Bureau of In igation also conductin igations of SNAP retailers, whichmay
iead fo criminal prosecutions.
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A Small Percentage
of SNAP Recipients
Participate in SNAP
E&T Programs,
Which Have
Experienced
Changes in
Characteristics and
FNS Oversight

A Small Percentage of
SNAP Recipients
Participate in SNAP E&T

According to FNS data, about 14 percent of SNAP recipients, or about 6.1
million, were work registrants who were subject to work requirements,
and about 0.5 percent of SNAP recipients, or about 200,000, participated
in state SNAP E&T programs, in an average month of fiscal year 2016.7®
(See fig. 1.) According to FNS, most SNAP recipients are exempt from
work requirements. For example, according to FNS, almost two-thirds of
SNAP recipients were children, elderly, or aduits with a disability in an
average month of fiscal year 2016—groups that are generally exempt.
Further, adults who are already working at least 30 hours a week are also
exempt from SNAP work requirements, and according to FNS data, more
than 31 percent of non-elderly adult SNAP recipients were employed in
an average month of fiscal year 2016.'® SNAP work registrants who are
not participating in SNAP E&T programs may be participating in other

“Estimates for SNAP recipients overall and work registrants are FNS estimates derived
from a monthly sample of SNAP households. We have not yet assessed the statistical

ion ofthese estimates orwheth overtime and among subgroups of
recipients are statisticallysignificant. We planto further assessthese estimates as partof
our ongoing work.

*“The average monthly SNAP recipients and work registrants in the fiscal year 2018
SNAP Quality Control data are derived from an independentmonthlysample of
participating SNAP households selected from October 2015 through Seplember2016.To
caiculate the average monthiy number of SNAP recipients participating in SNAP E&T
programs, we calcuiated the fotal number of recipients participating in SNAPE&T
components across all months in fiscal year 2016 and divided by 12.

®This includes employed adults with a disability.
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activities to meet work requirements or eligible for other exemptions.'”
FNS officials told us that the state data reported to FNS on SNAP E&T
participants are the best and most recent data available on this group, yet
they also have limitations, which we will continue to explore in our
ongoing work.®

thure kN Average Monthly State SNAP Employment and Tralning (E&T) Program
ts as a P tage of Average Mi SNAP R Fiscal Year 2016

Par

SNAP E&T participants
{includes both work registrants and those exempt)

0.5% (208,757

SNAP= Supplemental Nutrition Assistance Program

Saurce: GAO analysis of Food and Nutrition Service SNAP Quality Contral and form 583 deta. | GAO-18-504T

Note: Data include the 50 states, District of Colurrbia, Guam, and the Virgin Islands. Accordingto
FNS officials, avallable data on SNAP E&T participants have certain fimitations, given thatthe data
are state-reported and not subject to multiple verification processes. According to FNS officials, some
SNAP recipients w ho are exenpt fromw ork registration requirements may participate in SNAP E&T
programs, yetthere are no data avallable w hich would allow us to calculate how many suchrecipienss
do so. Estimates for SNAP recipients overali and w ork registrants are FNS estimates derived froma
ronthly sample of SNAP households. Wehave not yet assessed the statistical precision of these

orw hether ch time and among subgroups of rec;pients are statistically
significant. We plan to iurther assessthese estimates as part of our ongoing work,

""There are other federal exemptions from SNAP work requirements, such as having
responsiilityfor caring for a dependent child undersix or an incapacitated person, or
complying with work requirements for certain other programs, such as Temporary
Assistance for Needy Families.

Baccording to FNS, state data on SNAP E&T participants have various limitations, in part
because the data are state-reported and not subjectto multiple verification processes.
FNS officials noted that some ofthe common reporting errors made by states resultin
inconsistencies between quarierlyand annual reports, incorrectreporting of ABAWDs,
duplicate counts of SNAP E&T participants, and undercounts or duplicate counts ofwork
registrants, among others. We are continuing to examine these data limitations as partof
our ongoing work.
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In recent years, the number and percentage of SNAP recipients and work
registrants participating in SNAP E&T programs appears to have
decreased, according to FNS data. From fiscal year 2008 through fiscal
year 2016, the average monthly number of SNAP E&T participants
decreased from about 256,000 to about 207,000, or by 18 percent,
according to state data on SNAP E&T participants reported to FNS. (See
fig. 2.) However, over the same time period, the average monthly number
of SNAP recipients appears to have increased from about 27.8 million to
about 43.5 million, and work registrants appears to have increased from
about 3 million to about 6.1 million, according to FNS data. As a resuit,
the percentage of total SNAP recipients participating in SNAP E&T
programs decreased from about 0.9 to about 0.5 percent, and the
percentage of SNAP work registrants participating in these programs
decreased from approximately 8.1 percent fo 3.4 percent, from fiscal year
2008 through fiscal year 2016.1°

according to FNS officials, some SNAP recipients who are exempt from work
registration requirements mayparticipate in SNAP E&T programs, yet there are no data
available which would allow us to calculate how manysuch recipients do so. As a result,
these percentages mayoverstate the percentage of work registrants participating in SNAP
E&T programs.

Page 10 GAC-18-504T Suppl ntal iti i Program




29

Fgure 2: Average Monthly Federal SNAP Employment and Training (E&T)
Monthly Work R and SNAP
Raclpients, ﬁscal Years 200810 2016

Number (in millions}

&0
435
SNAP recipients
A0
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278
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6.1
32 Work
02
oa E&T

2008 2008 2010 201 2012 2013 2014 2015 2018
Fiscal year SNAP= Supplemental Nutrition Assistance Program
Source: GAD analysis of Food and Nutrtion Service SNAP Qusiity Gontrol and form 583 date. | GAO-18-504T

Note: Data include the 50 states, District of Colurmbia, Guam, and the Virginislands. According to
FNS officials, available data on SNAP E&T participants have certain imitations, given thatthe data
are state-reported and not subject to multiple verification processes. According to FNS officials, sorme
SNAP recipients w ho are exermpt fromw orkregistration requirements may participate in SNAP E&T
programs, yetthere are no data available w hichwould aflow us to how rany such
do so. As arssult, these percentages may overstate the ps ge of w ork regis
in SNAP E&T programs. Estimates for SNAP recipients overaliand work registrants are ENS
estimates denved froma monthly sample of SNAP households. We have not yet assessed the
f th se or w hether changes over time and among subgroups of
are i ifi ‘We plan to further assess these estimates as partof our
ongoing work.

Available information suggests the characteristics of SNAP E&T
participants are generally similar to those of SNAP work registrants who
do not participate in these programs. A recent FNS study, which surveyed
SNAP E&T participants and SNAP work registrants who had not
participated in SNAP E&T, found that members of the two groups had
similar demographic characteristics, including age and gender, and
received similar monthly SNAP benefit amounts.? Further, at the time

20Rowe, Gretchen, Elizabeth Brown, and Brian Estes. SNAP Employmentand Training
{E&T) Characteristics Study: Final Report. Prepared by Mathematica F‘ohcy Research for
the U.S. Depariment of Agricuiture, Food and Nutrition Service, Oct. 2
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they were surveyed, about one third of each group were employed, and
their average wage rates were similar, at about $10 per hour.?!

State SNAP E&T
Programs Have Changed
in Several Ways

States Have Increasingly
Moved from Mandatory to
Voluntary Programs

State SNAP agencies have broad flexibility in how they design their
SNAP E&T programs, and the characteristics of these programs have
changed in several ways over the last decade. For example, states have
increasingly moved from mandatory to voluntary programs, focused on
serving ABAWDs, and partnered with state and local organizations to
deliver services.

According to FNS data, states have increasingly moved from mandatory
to voluntary SNAP E&T programs in recent years.? In fiscal year 2010,
17 states operated voluntary programs; however, by fiscal year 2017, 35
states operated voluntary programs, according to FNS data. (See fig. 3.)
FNS officials told us that they have been actively encouraging states to
provide more robust employment and training services, suchas
vocational fraining or work experience, through voluntary programs. They
said that they believe these fypes of robust services are more effective in
moving participants toward self-sufficiency, but that funding may not be
sufficient to provide these to the large numbers of participants served in
mandatory programs. In addition, FNS officials told us that voluntary
programs are less administratively burdensome than mandatory
programs, as they allow states to focus on serving motivated participants
rather than sanctioning non-compliant individuals.

2'The survey was conducted several months afterrespondents were identified as work
registrants or SNAP E&T participants. Theirci ces could have ch d during
this period, including completing an SNAP E&T program and finding full-ime employment,
Although working more than 30 hours aweekis an exemption from SNAP work
requirements, studyauthors state thata number ofthe respondents mighthave been
designated as work registrants manymonths priorto the survey. In addition, SNAP E&T
participants included those who had participated in the program within the previous 24
months and mighthave become employed after completion ofthe SNAP E&T program.

Z2ENS categorizes state SNAP E&T programs as eithermandatoryor voluntary. Some
states operate mandatory SNAP E&T programs in cerfain localities rather than statewide.
These states are denoted as having mandatoryprograms.
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Figure 3: SNAP Employment and Training (E&T) Program Type, Fiscal Years 2010and 2017

Fiscal year 2010 Fiscal year 2017

State E&T program type State E&T program type
- Mandatory i * Voluntary “ Mandatory - | Voluntary
Source: GAO analysis of Food and Nutrtion Service (FNS) Supplemental Nutrition Assistance Program (SNAP) E&T progtam data. | GAO-18-504T
Note: Some states operat y SNAP E&T prog: in certairtlocaities rather than statew de.

These states are denoted as having mandatory programs in the figure, Guam and the Virgin Islands
are not included in the figure. In fiscal year 2010, Guam operated a voluntary program In fiscalyear
2017, Guam, the District of Columbia, and the Virgin Islands operated voluntary programs.

According to FNS officials, when states move o a voluntary program,
they generally experience a decline in SNAP E&T participation—a trend
consistent with our analysis of FNS data—which may have contributed to
the decline in overall SNAP E&T participation. Ofthe 22 states or
territories that changed from a mandatory to a voluntary program from
fiscal year 2010 through fiscal year 2016, according to FNS data, 13
experienced a decrease in SNAP E&T participation—ranging from a 21
percent decrease to a 93 percent decrease.  Overall, voluntary programs
are generally smaller than mandatory programs, according to our analysis

B0Over the same period, 9 of the 13 states or territories thatchanged from a mandatoryto
a voluntary program and experienced a decrease in SNAP E&T participation experienced
an increase in theirtotal number of SNAP work registrants. In the 9 additional states or
territories that changed from a mandatory fo a voluntary programs and experienced an
increasein SNAP E&T participation, this increase ranged from 3 percentto 954 percent.
in the latter case, participation in one state increased from 13 participants in fiscal year
2010to 137 infiscalyear 2011.
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Focus on ABAWDs Has
Increased as Waivers Have
Expired

of FNS data.? In fiscal year 2016, for example, the 32 states or territories
operating voluntary programs together served less than half of the total
number of SNAP E&T participants served by the 21 states or territories
operating mandatory programs, although these two groups of states had
similar numbers of new work registrants.® Furthermore, states operating
voluntary programs served an average of nearly 7,000 SNAP E&T
participants per state, while states operating mandatory programs served
an average of 23,000 SNAP E&T participants per state.

Evidence suggests that states have increased their focus on serving
ABAWDs-a sub-population of SNAP recipients subject to benefit time
limits and additional work requirements—through SNAP E&T, as related
waivers have expired in recent years, according to FNS data. During and
after the 2007-2009 recession, the majority of states operated under
statewide waivers of the ABAWD time limit due to economic conditions.
However, as the economy recovered, most statewide waivers expired,
and the ABAWD time limit was reinstated. For example, according to FNS
data, in fiscal year 2011, 45 states or territories had a statewide waiver
and 7 states had a partial waiver—one applying to certain localities. By
fiscal year 2017, the number of states or territories with a statewide
waiver had decreased to 9, while 27 states had partial waivers.? FNS
officials and state SNAP agency officials we spoke with in some states

#4program size may be affected by multiple factors. Aithough SNAP recipients choose
whetheror not to participate in voluntary programs, in mandatory programs, some work
registrants mayfail to participate while others may be exempted fom participation. For
example, state SNAP agencies mayelect to exempt from participation in mandatory E&T
programs categories and individuals forwhom participation is judged impractical or not
costeffective. According to agency guidance, exemptions maybe based on categories of
individuals, such as those who iive in certain areas; characteristics ofindividuals, such as
those with low literacy, or significantaccess barriers, such as a lack of ransportation,
dependentcare, or computer access.

251 fiscal year 2016, the 32 states operating voluntary programs had a combined 2.8
million new work registrants and the 21 states operating mandatoryprograms had a
combined 3.2 million new work registrants.

5The 9 states orterritories with statewide waivers in fiscal year 2017 were Alaska,
California, Districtof Columbia, Guam, lllinois, Louisiana, Nevada, New Mexico, and the
Virgin islands.
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States Increasingly Developed
Partnerships to Deliver SNAP
E&T Senvices

told us that, as the waivers have ended, state SNAP E&T programs have
become increasingly focused on serving ABAWDs.?’

Although state data on SNAP E&T programs reported to FNS suggest a
greater percentage of ABAWDs have been participating in these
programs in recent years, according to FNS officials, these data have
limited usefulness in assessing stale trends in serving ABAWDs for
several reasons. For example, in recent years, FNS officials learned that
there was widespread confusion among states regarding the need to
track ABAWDs when waivers were in place, and that as a result, some
states had not been tracking ABAWDSs or properly documenting SNAP
recipients’ ABAWD status.?® This is consistent with what some of the
selected states we spoke with reported. As part of our ongoing work, we
are continuing to explore the availability and reliability of data on
ABAWDs,

State SNAP agencies have increasingly parinered with other state and
local organizations, such as workforce agencies, community-based social
service providers, and community colleges, to provide services to SNAP
E&T participants in recent years, according to FNS and states we
selected for our review. In fiscal year 2018, nearly all states partnered
with at least one other organization to deliver SNAP E&T services, with
the majority partnering with more than one, according to an analysis by
FNS.2

In recent years, FNS has urged states to make use of the broad network
of American Job Centers. The American Job Centers, also known as one-

2Tpccording to FNS data, as waivers have expired in recent years, some states have also
made use ofadditional exemptions to extend SNAP eligibility beyond 3 months for
ABAWDs subjectto the timelimitfor up to 15 percentof a state’s ABAWDs subjectio the
time limits. Specifically, in fiscal year 2016, 33 states and territories made use ofthe 15
percentexemptions.

25ENS officials told us that states shouid have continued to track ABAWDs even if the
state was under a sfatewide ABAWD waiver. Furthermore, in a memorandum to regional
directors, FNS nofed the importance of accurately tracking ABAWDSs following the
expiration of the waivers and reinstatement ofthe time limit, writing that states that failed
to do sorisked potential overpayments and Quality Control errors. Specifically, an
ABAWD who fails to complywith the SNAP work requirement within the time periodis no
longereligible for SNAP; if the non-compliant ABAWD is not properlyidentified, this could
lead to an overpayment.

*Kansas, New Hampshire, and New Mexico administer SNAP E&T programs thatare
soielyoperated by theirstate SNAP agencies.
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stop centers, are funded through the Department of Labor's Employment
and Training Administration and designed to provide a range of
employment-related services, such as training referrals, career
counseling, job fistings, and similar employment-related services, to job
seekers under one roof.* Our prior work has highlighted the value of
coordination between federally funded employment and training programs
to ensure the efficient and effective use of resources.?' Despite
encouraging such partnerships, FNS officials said that American Job
Centers typically provide lighter touch services to SNAP E&T participants,
such as job searchand job search training, and they therefore may not be
well suited for SNAP E&T participants who have multiple barriers to
employment. In our 2003 work on SNAP E&T, we found that while
workforce system programs offered some of the activities needed by
SNAP E&T participants, officials from 12 of the 15 states we contacted
said that most participants were not ready for these activities, in part,
because they lacked basic skills, such as reading and computer literacy,
that would allow them to successfully participate. 3

An alternative service defivery strategy that FNS has promoted is the
development of third party partnerships with community-based social
service providers, community colleges, and other entities to help states
enhance their SNAP E&T programs. According to FNS, in this model,
third party organizations use non-federal funding to provide allowable
SNAP E&T services and supports, which are then eligible for 50 percent

%The American Job Centers were established under the Workforce InvestmentAct of
1998 and reauthorized in the Workforce innovation and Opportunity Act. The Workforce
innovation and Opportunity Act aims, in part, to increase coordination among federal
workforce developmentprograms.

#GAO, Multiple Employmentand Training Programs: Providing Information on Colocating
Services and Consolidating Administrative Structures Could Promote Efficiencies,
GAO-11-82 {(Washington, D.C.: January 13, 2011).

320fficials from 5 of those states said thatmental health problems often prevented SNAP
E&T participants from participating in more intensive employmentand training programs at
one-stops. GAO-03-388. A 2017 FNS study that surveyed SNAP E&T participants about
their barriers to obtaining or retaining employmentfound that while 20 percent of
respondents reported no barriers, 28 percentreported one barier, and 52 percent
reported two or more barriers. The mostfrequently reported barriers were transportation
issues, physical ormental health issues, lack of education, and having a criminat record.
Rowe, Gretchen, Elizabeth Brown, and Brian Estes. SNAP Employmentand Training
(E&T) Characteristics Study: Finai Report. Prepared by Mathematica Policy Research for
the U.S. Departmentof Agriculture, Food and Nutrition Service, October 2017,
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federal reimbursement funds through the state’s SNAP E&T program.®
According to FNS officials, third party partnerships enable states to
leverage additional resources, grow their SNAP E&T programs, and
reach more SNAP participants. In addition, FNS officials said that these
partnerships allow states to improve their program outcomes by tapping
into providers currently serving communities that include SNAP
recipients. Federal 50 percent reimbursement funds expended increased
from nearly $182 million to more than $223 million, or by 23 percent, from
fiscal year 2007 to fiscal year 2016.3*

FNS Has Taken Stepsto
Increase Supportand
Oversight of SNAP E&T

FNS has taken steps to increase federal support of states’ SNAP E&T
programs by increasing the number of federal staff responsible for SNAP
E&T and providing additional technical assistance to states. Specifically,
FNS officials said that in 2014, they created the Office of Employment
and Training to provide support and oversight for the SNAP E&T program
and expanded SNAP E&T staff in FNS headquarters from one fo five
fullime employees. FNS has also taken steps to increase technical
assistance to states. For example, they have developed tools, including
the SNAP E&T Operations Handbook, intended to help states implement
and grow their program, and by adding a dedicated SNAP E&T official in
each of FNS's seven regional offices. According to FNS, regional officials
have targeted technical assistance to states on, for example, developing
third-party partnerships, and they have emphasized evidence-based
approaches to administering the program, such as providing skills-based
training for in-demand occupations.

FNS officials rely on various information sources to oversee states’ SNAP
E&T programs, including participant outcome data reported by states for
the first time in January 2018. For example, FNS officials conduct
management evaluation reviews of states, annually review states’ SNAP
E&T plans for compliance, and coflect data from states on program

3These funding sources can include state training funds for specificpopuiations, county
andscity funds, foundation or corporate funds, and social enterprise funds, according to
FNS.

3States receive 50 percentreimbursementfunds from the federal governmentfor (1)
administrative costs beyond the amountfunded through 100 percentfunds (described
below), and (2) payments made by the states to parficipants forexpenses reasonably
related to participation in the program, like trans portation and dependentcare. According
to FNS, states are required o reimb patticipants forexp thatare necessaryfor
participation in SNAP E&T.
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participation and expenditures. In addition, as of January 2018, FNS has
begun receiving new data on SNAP E&T program participants and
outcomes from states.®® These data include employment outcomes, such
as the number of SNAP E&T participants in unsubsidized employment
after participation in the program, and participant characteristics, suchas
the number of participants entering the program with a high school
degree or equivalent. FNS officials said that although states generally
submitted the new data on time, states experienced challenges that likely
affected the accuracy of the data. For example, some states needed to
manually collect data on participant characteristics due to the limited
capacity of their data systems. Further, according to FNS officials, some
states did not correctly interpret certain reporting definitions or time
periods. To address these challenges, FNS officials have been providing
technical assistance to states to help them refine their participant and
outcome data reports. Officials told us that they expect the states to
submit revised reporis by May 2018; we will examine these data and
related issues in our ongoing work.

35The Agriculture Act of 2014 required that USDA, in consuitation with the Departmentof
Labor, develop reporting measures and that USDA require states to report outcome data
o USDA on anannual basis. ThatAct also specified thatthe measuresbe based on
common measures of performance for federal workforce training programs. Pub. L. No.
113-79,§ 4022(a)(2), 128 Stat. 649, 805. FNS issued an interim rule implementing the
reporting measures in March 2016. 81 Fed. Reg. 15,613 (Mar. 24, 2018).
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FNS Has Taken Steps
to Address SNAP
Program Integrity
Issues, but Concerns
Remain

FNS and the states partner to address issues that affect program
integrity, including improper payments and fraud, and FNS has taken
some steps to address challenges in these areas, but concerns remain.
For example, regarding SNAP recipient and retailer fraud, FNS has taken
some steps to address challenges identified in our 2006 and 2014 reports
related to fraud committed by SNAP recipients and authorized retailers,
but more remains to be done. We currently have ongoing work to assess
the steps FNS and states have taken to address our recommendations
related to recipient and retailer fraud and other program vulnerabilities.

SNAP improper Payments

In 2016, we reviewed SNAP improper payment rates and found that
states’ adoption of program flexibilities and changes in federal SNAP
policy in the previous decade, as well as improper payment rate
calculation methods, likely affected these rates.* For example, when
states adopted available SNAP policy flexibifities that simplified or
lessened participant reporting requirements, these changes reduced the
opportunity for error and led to a decline in the improper payment rate,
according to a USDA study. In addition, we found that the methodology
SNAP used to calculate its improper payment rate was generally similar
to the methodologies used for other large federal programs for low-
income individuals, including Medicaid, Earned Income Tax Credit, and
Supplemental Security Income. However, we also found that some of the
procedural and methodological differences in the rate calculation among
these programs likely affected the resulting improper payment rates, such
as how cases with insufficient information or certain kinds of errors were
factored into the improper payment rate ¥

in 2014, USDA identified SNAP improper payment data quality issues in
some states and has since been working with the states to improve
improper payment estimates. Although USDA reported national SNAP
improper payment estimates for benefits paid through fiscal year 2014,
USDA did not report a national SNAP improper payment estimate for

38GA0-16-708T.

37For exam ple, SNAP excludes certain errors from its improper payment calculation,
Specificaily, SNAP excludes errors below a specificdollar threshold from its improper
paymentrate calculation, and FNS’s data on paymenterrors suggests thatthe threshold
has a directeffect on the SNAP improper paymentrate. According to federal officials, the
other federal programs forlow-income individuals we reviewed did notexciude errors
below a specificdoliarthreshoid.
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benefits paid in fiscal years 2015 or 2016.% In response to a report from
USDA’s Office of Inspector General that identified concerns in the
application of SNAP’s quality controi process, whichis used to identify
improper payments, USDA began a review of state quality control
systems inall states in 2014.%° According to USDA, due to the data
quality issues uncovered in 42 of 53 states during the reviews, the
improper payment rates for those states could not be validated, and the
department was unable to calculate a national improper payment rate for
benefits paid in fiscal year 2015.4° To address the data quality concemns,
USDA updated guidance, provided training to relevant state and federal
staff, and worked with states to update their procedures to ensure
consistency with federal guidelines. According to USDA, the department
also required individual states to develop corrective action plans to
address issues identified and monitored progress to ensure states took
identified actions. On June 30, 2017, USDA notified the states that the
department would not release a national SNAP improper payment rate for
benefits paid in fiscal year 2016 and remained focused on conducting the
fiscal year 2017 review.

SNAP Recipient Fraud

FNS has increased its oversight of state anti-fraud activities in recent
years by developing new guidance and providing training and technical
assistance to states on detecting fraud by SNAP recipients and reporting

35USDA reports its estimate of SNAP benefits improperlypaid in a specific fiscal yearin
the following year's agencyfinancial report. As such, USDA did not report SNAP improper
paymentestimates inits fiscal year 2016 and 2017 agency financial reports.

39The OIG found that states weakened the quahty control | process byusing third-party
consultants and error review co o | quality control-identified
errors, rather than improve eligibilitydeterminations; and thatquality control staff also
treated error cases non-uniformly. The OIG concluded that FNS® quality control process
may have understated SNAP's improperpaymentrate. USDA, Office of Inspector
General, FNS Quality Control Process for SNAP Error Rate, September, 2015,

“PUSDA reviewed the quality control systems in the 50 states, Districtof Columbia, Guam,
and the Virgin Islands. USDA released state errorrates for the 11 states whose quality
control data could be validated.
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on anti-fraud activities to FNS.*! in 2014, we reported on 11 selected
states’ efforts to combat SNAP recipient fraud and made several
recommendations to FNS to address the challenges states faced. 42 We
found that FNS and states faced challenges in the following areas:

« Guidance on use of data tools to detect fraud: States faced
challenges using FNS-recommended data tools to detect fraud, and
FNS is in the process of developing improved guidance to address
this concern. Specifically, FNS’s guidance on the use of EBT
transaction data to uncover potential patterns of benefit trafficking
lacked the specificity states needed to uncover such activity, and we
recommended FNS develop additional guidance. Since then, FNS
contracted with a private consulting firm to provide 10 states with
technical assistance in recipient fraud prevention and detection, which
included exploring the use of data analytics to analyze and interpret
eligibility and transaction data to identify patterns or trends and create
models that incorporate predictive analytics. FNS officials also
recently told us that the agency is developing a SNAP Fraud
Framework to provide guidance to states on improving fraud
prevention and detection. FNS officials anticipated releasing the
framework in mid- 2018.

« Tools for monitoring e-commerce websites: We also found FNS-
recommended tools for automatically monitoring potential SNAP
trafficking on e-commerce websites to be of limited use and less
effective than manual searches, and FNS has developed but not
finalized guidance on using such tools. We recommended that FNS
reassess the effectiveness of its current guidance and tools for states
to monitor e-commerce and social media websites. In August 2017,

“#Littie is known aboutthe extent of recipientfraud in the SNAP program nationwide
beyond data from investigations. According to a September 2012 USDA OIG report, the
magnitude ofprogram abuse due to recipient fraud is unknown because states do not
have uniform ways of compiling, fracking, and reporting their recipientfraud rates. The
USDA OIG recommended that FNS determine the feasibilityof creating a uniform
methodologyfor states to calculate their recipientfraud rate. U.S. Deparfmentof
Agricuiture, Office of Inspector General, Analysis of FNS’ Suppl tal Nutrition
Assistance Program Fraud Prevention and Detection Efforls, Audit Report27002-001-13,
September2012,p. 2, hitps /www usda.govioigiwebdocs/27002-0011-13.pdf. In 2014,
FNS responded to the OIG that it had determined thatit would be infeasible to implement
as it would require legislative authority mandating signfficant state investmentoftime and
resources in investigating, prosecuting and reporting fraud beyond currentrequirements.

2GR0, Suppl tal Nutrition Assist Program: Enh d Detection Tools and
Reporting Could Improve Efforts to Combat Recipient Fraud, GAO-14-641 (Washington,
D.C.: August21, 2014).
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FNS officials told us that they had developed revised guidance for
states on using social media in detection of SNAP trafficking.
According to FNS, the guidance will be incorporated into the SNAP
Fraud Framework.

« Staff levels: During the time of our 2014 work, most of our 11
selected states reported difficulties conducting fraud investigations
due to reduced or stagnant staff levels while numbers of SNAP
recipients had greatly increased, but FNS decided not to make
changes to address this issue. Specifically, 8 of the 11 states we
reviewed reported inadequate staffing due to aftrition, turnover, or fack
of funding. Some states suggested changing the financial incentive
structure fo promote fraud investigations because agencies were not
rewarded for cost-effective, anti-fraud efforts that could prevent
ineligible people from receiving benefits. Specifically, when fraud by a
SNAP recipient is discovered, a state may generally retain 35 percent
of any recovered overpayments. However, there are no recovered
funds when a state detects potential fraud by an applicant and denies
the application. To help address states’ concerns about resources
needed to conduct investigations, we recommended in our 2014
report that FNS explore ways that federal financial incentives could be
used to better support cost-effective anti-fraud strategies. FNS
reported that it took some steps to explore alternative financial
incentives, through a review of responses to a Request for information
in the Federal Register.* However, FNS decided not to pursue bonus
awards for anti-fraud and program integrity activities. Given that FNS
has not made changes in this area, state SNAP fraud agencies may
continue to report resource concerns in addressing fraud.

« Reporting guidance: We aiso found that FNS did not have
consistent and refiable data on states’ activities because of unclear
reporting guidance, and FNS has since revised its data collection form
and provided training on the changes. To improve FNS's ability to
monitor states and obtain information about more efficient and
effective ways to combat recipient fraud, we recommended in 2014
that FNS take steps, such as providing guidance and training, to
enhance the consistency of what states report on their anti-fraud
activities. In response, FNS revised the form used to collect recipient
integrity information and changed the reporting frequency from annual

according to FNS officials, FNS considered changesto its bonus structure, such as
including a new category for high or mostimproved performance in recipientintegrity. FNS
also encouraged states to use funds from existing performance bonuses to improve
program administration, particularlyin the area of program integrity.
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to quarterly, effective fiscal year 2017. FNS officials also reported
providing training to approximately 400 state agency and FNS
regional office personne! on the updates to the form and related
instructions.

In our engoing work, we are further reviewing states’ use of data analytics
to identify SNAP recipient fraud, including that which may be occurring
during out-of-state transactions. Because transactions that may appear
suspicious—such as those made out-of-state—may in fact be legitimate,
states may use data analytic techniques to include additional factors that
may help them better target their efforts to identify potential fraud.
However, states may have different levels of capacity for using data
analytics to detect fraud. We are examining how 7 selected states are
using data analytics and identifying the advantages and challenges states
have experienced in doing so. We are also assessing FNS’s efforts to
assist states in implementing GAO’s leading practices for data analytics
outlined in GAO’s Framework for Managing Fraud Risks in Federal
Programs outlined in GAO's Framework for Managing Fraud Risks in
Federal Programs.** In addition, we are conducting our own analysis of
EBT out-of-state SNAP transaction data. We expect to report on our
findings later this year.

SNAP Retailer Trafficking

FNS has taken some steps to prevent, detect, and respond 1o retailers
who traffic SNAP benefits since our last report on the issue in 2008, but
trafficking continues to be a problem. For example, in February 2018, a
federal jury convicted a grocery store operator in Baltimore on charges of
wire fraud in connection with a scheme to traffic more than $1.6 million in
SNAP benefits for food sales that never occurred.*® The grocery store
operator paid cash for SNAP benefits, typically paying the recipient half
the value of the benefits and keeping the other half for himself. In our
2006 report, we found that SNAP was vulnerable to retailer trafficking in
several areas, including:

“4GAO, A Framework for Managing Fraud Risks in Federal Program s, GAO-15-593SP
{Washington, D.C.. July2015).

“SGAD, Food Stamp Trafficking: FN'S Could Enhance Program Infegrity by Better
Targeting Stores Likely to Traffic and increasing Penaities. GAO-07-53, (Washington,
D.C.: Oct. 13, 2006).

“Departmentof Justice, "Catonsville Man Convicted for Food Stamp Fraud.” (Baitimore,
MD: Feb. 20, 2018).
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« Requirements for food that retailers must stock to participate in
SNAP: In 2006, we found that FNS had minimal requirements for the
amounts of food that retailers must stock, which could allow retailers
more likely to traffic into the program, aithough the agency has since
taken steps to increase these requirements. In our 2006 report, FNS
officials said that they authorized stores with limited food stock to
provide access tofood in low-income areas where large grocery
stores were scarce. Af that time, retailers were generally required to
stack a minimum of 12 food items (af least 3 varieties of 4 staple food
categories, such as fruits and vegetables), but FNS rules did not
specify how many items of each variety would constitute sufficient
stock.*” FNS officials told us that a retailer that only carries small
quantities of food, suchas a few cans of one kind of vegetable, may
intend to traffic. in 2018, FNS promulgated a final rule increasing food
stock requirements. *® FNS officials told us that these new rules are
designed to encourage stores to provide more heaithy food options for
recipients and discourage trafficking. According to FNS, retailers are
now generally required to stock at least 36 food items (a certain
variety and quantity of staple foods in each of the 4 staple food
categories).*®

« Focus on high-risk retailers: We also found in 2006 that FNS had
not conducted analyses to identify characteristics of retailers at high
risk of trafficking and to target its resources—a shortcoming FNS has
since taken some steps to address. For example, we reported that
some stores may be at risk of trafficking because one or more
previous owners had been found trafficking at the same location.
However, FNS did not have a system in place to ensure that these
retailers were quickly targeted for heightened attention. In addition,
once a store was authorized to participate in the program, FNS staff
typically would not inspect the store again until it applied for

“Talternatively, retailers could meeta second criterion for authorization, which required the
store to have more than 50 percentof its sales in a staple food group, such as meat,
poultry, or ish.

4881 Fed. Reg. 90,675 (Dec. 15, 2016),

“IRetailers can stili meetthe second criterion that more than 50 percentofits sales arein
a staple food group. Stores that do notmeeteither criterion may still be considered for
authorization if they are located in an area where SNAP recipients have significantly
fimited access to food.
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reauthorization 5 years later.® We recommended that FNS identify
the stores most likely to traffic and provide earlier, more targeted
oversight to those stores. In 2009, FNS began establishing risk levels
for each authorized retailer, identifying high-risk stores as those with a
prior permanent disqualification at that location or a nearby location.®
In 2013, FNS required all high-risk retallers to go through
reauthorization and to provide additional documentation regarding
store ownership.? That same year, FNS also consolidated its retailer
management functions, including those for authorizing stores and
analyzing EBT transaction data, into a single national structure known
as the Retailer Operations Division. FNS officials told us that this
structure enables the agency to identify and deploy their investigative
resources to the areas of highest risk nationally, rather than within a
given region,

« Penalties to deter retailer trafficking: We also found in our 2006
report that FNS's penalties for retailer trafficking may be insufficient to
deter traffickers, and sincethen, FNS has proposed—but not
finalized—rules to increase them. FNS imposes administrative
penaities for retailer trafficking—generally a permanent
disqualification from the program or a monetary penaity.®® FNS relies
on the USDA Office of Inspector General (OIG) and other law
enforcement entities to conduct investigations that can lead to criminal
prosecutions.* In our 2006 report, we recommended that FNS

S%fter a retailerapplies forauthorization, an FNS contractor conducts an on-site
inspection atthe store to verify information from the application and take pictures of the
store and its inventory, including the condition of its food stock.

S'Medium-risk stores, forexample, include those with temporary disqualifications orother
program violations, according to FNS.

52ps part of our ongoing work, we wil review FNS's current authorization and
reauthorization processes forstores.

53n lieu of program disqualification, FNS can assess a civil monetarypenaltyifa store
demonstrates thatithad an effective policy and program in effect to prevent violations of
refevant law and regulations. In addition, FNS imposes a “fransfer ofownership” penaltyif
the disqualified owner sells his orherstore before the expiration of the disqualification
peried (and in the case of permanentdisqualification, the penaity is double that for a ten
year disqualification period).

S4gpecifically, the USDAOIG, U.S. Secret Service, and Federal Bureau of investigation
conductinvestigations thatcan lead to criminal prosecutions. However, in 2006, we found
that these entities were conducting fewer of these resource-infensive investigations,
instead focusing on high-impactinvestigations. According to the USDA OIG, it opened
fewer trafficking investigations because ithad fewer investigators and decided to focus its
resources on high-impactcases, such as those with large-scale trafficking or involving
other criminal activity.
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develop a strategy to increase penalties for trafficking. The Food,
Conservation, and Energy Act of 2008 (known as the 2008 Farm Bill)
gave USDA authority to impose higher monetary penalties, and the
authority to impose both a monetary penalty and program
disqualification on retailers found to have violated relevant law or
regulations (which includes those found fo have trafficked).5 In 2012,
FNS proposed regulatory changes to implement these authorities.
However, FNS has not finalized these rules, and as of fall 2017, the
rules were considered “inactive,”%®

In our ongoing work, we are continuing o assess FNS’s efforts to
prevent, detect, and respond to retailer trafficking, as well as examining
what is known about the extent of retailer trafficking nationwide. As part of
this work, we are continuing to review FNS’s response to our prior
recommendations, as well as related recommendations made by USDA’s
QIG.% We are also studying FNS's periodic estimates of the rate of
retailer trafficking, expressed as the dollar value and percentage of all
SNAP benefits that were trafficked and the percentage of retailers
involved. These data suggest an increase in the estimated rate of retailer
trafficking since our 2006 report. However, we and others, including a
group of experts convened by FNS, have identified some limitations with
the retailer trafficking estimates.*® For example, the trafficking rate is
calculated based on a sample of retailers that FNS considers most fikely
to traffic. Although FNS adjusts the data to better represent the broader
population of authorized retailers, it is uncertain whether the resulting
estimates accurately reflect the extent of trafficking nationwide. We are

S5Specifically, the 2008 Farm Bill gave FNS the authority to increase penaltiesto up to
$100,000 for each violation. Pub. L, No. 110-246,§ 4132, 122 Stat. 1651, 1875,

55The Office of Information and RegulatoryAffairs publishes the “Inactive List' of
regulatory actions under agencyreview but not included on the “Unified Agenda”® of rules
planned to be implemented inthe near or future term. Agencies designate actions as
“inactive” when they choose to take additional ime to review a regulatoryor deregulatory
action but wish to preserve the regulatory identification number and title for possible future
use,

57See, for example, USDA Office of Inspector General, FNS: Controls for Authorizing

Supp/ tal Nutrition Assi: Program Retailers. Audit Repont 27601-0001-31
{Washington, D.C.: July 2013).
S8gee USDA Office of InspectorGeneral, Analysis of FNS’ f tal Nutriti

Assistance Program Fraud Prevention and Detection Efforts, Audit Report27002-0011-13
{Washington, D.C.: September 2012). In addition, in 2013, FNS convened a technical
working group of outside experts to assessits trafficking estimates methodologyand
propose alternatives.
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reviewing these limitations and FNS’s efforts to address them in our
ongoing work.
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Chairman Jordan, Chairman Paimer, Ranking Member Krishnamoorthi,
Ranking Member Raskin, and Members of the Subcommittees, this
completes my prepared statement. | would be pleased to respond to any
questions that you may have at this time.

If you or your staff have any questions about this testimony, please
contact Kathryn Larin, Director, Education, Workforce, and Income
Security Issues at (202) 512-7215 or LarinK@gao.gov. Contact points for
our Offices of Congressional Relations and Public Affairs may be found
on the last page of this statement. GAQ staff who made key contributions
to this testimony include Rachael Chamberlin, Celina Davidson, Swati
Deo, Rachel Frisk, Alexander Galuten, Danielle Giese, Kristen Jones,
Morgan Jones, Lara Laufer, Monica Savoy, and Kelly Snow.
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Mr. JORDAN. Thank you, Ms. Larin.
Mr. Adolphsen?

STATEMENT OF SAM ADOLPHSEN

Mr. ADOLPHSEN. Chairman Jordan, Chairman Palmer, Ranking
Member Krishnamoorthi, members of the committee, thank you for
the privilege of testifying.

A couple years ago, I sat in an FBI office in Portland, Maine, pre-
senting suspicious food stamp data to FBI special agents and inves-
tigators from the USDA. In my role as chief operating officer at the
Maine Department of Health and Human Services, a colleague and
I had discovered what we believed was a massive case of welfare
fraud. The Federal officials agreed, and, after a lengthy investiga-
tion, Ali Daham, the owner of Ahram Market in Portland, was
found guilty of millions of dollars in SNAP and other welfare fraud.

Daham, who was also fraudulently receiving SNAP benefits him-
self, had been trading cash for food stamps in his corner store for
years. It is one of the largest fraud cases in Maine history.

The Maine story is not unique. There are cases like this around
the country, even as some claim welfare fraud isn’t a problem or
that it is a victimless crime.

It is a big problem, and the victims are very real. Fraud steals
from the truly needy and traps families in dependency.

An award-winning fraud director in one Ohio County said he be-
lieves the real fraud number is as high as 20 percent, one in five
cases. When States look for food stamp fraud, they find it. What
is indefensible is that many don’t bother to look. Too many view
Federal food stamp funds as free money instead of as a resource
to be carefully guarded.

To stop trafficking fraud where benefits are traded for cash or
drugs, we should limit the number of users of an EBT food stamp
card, require people to cooperate with fraud investigators, and em-
power States to shut down retailers that steal benefits.

To stop eligibility fraud, those cases when individuals get on food
stamps when they are not eligible, let’s require real-time reporting,
conduct regular checks, and close loopholes.

There is much more detail on these solutions in my written testi-
mony.

Change needs to happen. That much is clear. But the best way
to stop welfare fraud is to get people off welfare and back to work.

And not all food stamp fraud happens at a street corner drug
deal or in a dingy convenience store. The fraud that harms the
most people happens with the government stamp of approval.

Abuse of waivers of work requirements for able-bodied adults has
disfigured Federal law and waived work for millions. So instead of
working, able-bodied adults with no kids on food stamps don’t
work. Despite record low unemployment and millions of open jobs,
three out of four don’t work at all.

A Federal law allows waivers only when unemployment is at
least 10 percent or there are not enough jobs, but there are 1,200
counties and cities were work requirements are being waived, and
just 42 of those have unemployment above 10 percent.

Today, there are a record number of open jobs available in the
country, 6.6 million open jobs. California is that their all-time low
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unemployment, and yet, they have been granted a statewide waiver
of work requirements for more than 800,000 able-bodied adults
with no kids. One of these California counties has 2.2 percent un-
employment. These waivers should not be allowed any more than
swapping an EBT card for drugs is.

The waivers for work requirements were meant for tough eco-
nomic times. Instead, they continue to be handed out in the best
economy in decades. That is the definition of fraud. It is not right,
and it is not how the program should work. It robs able-bodied
adults of the opportunity and dignity that they gain through the
power of work.

This waiver fraud is possible because previous regulations and
guidance from USDA has allowed it and, in the past, even encour-
aged it. By allowing the use of bad data, old data, and gerry-
mandering, California and 33 other States waive work for more
than a third of the country.

It is clear that changes are needed to battle the significant prob-
lem of trafficking and eligibility fraud, but the best way to improve
the integrity of food stamps is to stop this waiver abuse and move
millions of able-bodied adults from welfare to work.

Thank you. I am happy to answer any questions.

[Prepared statement of Mr. Adolphsen follows:]
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Chairmnan Jordan, Chairman Palmer, Ranking Members Raskin and Krishnamoorthi, and members of
the committee, thank you for the privilege of festifying. | am Sam Adolphsen, a senior fellow of the
Foundation for Govemment Accountability (FGA), FGA Is a non-profit research organization that primarily
focuses on heatth care and welfare reform af both the state and federdl level.

Prior 1o joining FGA in 2017, | served for three years as the Chief Operating Officer of the Maine
Deparment of Health and Human Senvices. In that role, | oversaw operations for Maine’s welfare
programs, inciuding the Supplemental Nutrition Assistance Program. My duties included direct
responsibility for the state’s welfare fraud department and oversight of the auait division. Our depariment
alse worked directly with the state’s Aftomey Generd!'s office on welfare fraud.

The discussion about welfare fraud, and food stamp fraud specifically, raises questions among
policymakers at all levels of govemment. Some policymakers argue that welfare fraud is only a smail
problem or even non-existent. One Maine legisiator even called it a “victimiess crime.”’

Despite these claims, welfare fraud is alive and well. There are victims. Programs like food stamps are
meant for the fruly needy-—seniors, poor children, and individuals with disabilities, Every doliar that is
wasted or sfolen is a dollar robbed from faxpayers thaf can't go to fund suppor for the truly needy.
Welfare agencies must focus on fraud to ensure this does not happen,

Three key areas need to be addressed to better combat food stamp fraud:

s Program integrity: Regulations and administrative processes conflict with the infent and goals of
the program

« Eligibility fraud: Households become eligible when they should not and stay eligible for longer
than they should

+ Trafficking fraud: Recipients, refallers, and drug dealers conspire to fraffic food stamp benefits

One of the biggest challenges in this discussion is defining the term “fraud.” Too often, these discussions
center around just one small piece of the problem—arge, criminal-level theft or frafficking. There is no
question that frafficking Is @ major problem, But narowing the fraud definition to only those cases that
end in a ciminal conviction diamatically understates the broad weaknesses in program integrity facing
the food stamp program.

As a result, 1t is not uncommon fo hear that food stamp fraud amounts fo a few percentage points or
less. But the truth is thot nobody knows the true percentage. We just know that itis significant, The amount
of fraud identified is directly related 10 the level of effort put forth 1o discover it. When siafes look for
fraud, they will find it. When they do not, they will not.

In 2010, some individuals concluded that welfare fraud was non-existent in Maine, as just ten cases of
criminallevel fraud were referred for prosecution that year.? The real story was that identified fraud cases
were "non-existent” because no one was bothering fo look for it

When Govemor LePage took office, he doubled the number of fraud investigators and instituted o new
focus on program integrity.® In 2016, Maine referred 174 cases of criminal-level welfare fraud for
prosecution.’ That number contfinues to climb and typically only represents clear-cut criminal cases with
more than $5,000 in theft,

FOUNDATION FOR GOVERNMENT ACCOUNTABILITY ... 2



52

Individuals on the ground also continue to identify fraud in welfare programs like food stamyps as a major
problem, The Fraud Unit at the Allen Counly Depariment of Job and Family Sewvices, for example, has
received honors from the Ohio Council on Welfare Fraud for three years in a row for its anfi-fraud work.®
With just six investigators for 5,800 households, its feam discovered 2556 infenfional violations—
representing four percent of all cases-—on top of overpayments in 517 cases.® The director of that unit
told the public that he knew there was more abuse than his office was catching, warmning that the rate
of misuse could be as high as 20 percent.”

1 is clecr that the amount of fraud identified is directly related 1o the level of effort put forward by the
administering agencies. In 2016, for example, Kentucky—a stafe with 4.5 million residents—disqualified
neary 2,000 individuals from the food stamp program, including nearly 100 removed affer criminal
prosecution.® By comparison, Massachusetis—a state with 6.9 million residents—disquaiified just 365
individuals, inciuding just two as a result of prosecution.” Rhode Isiand disqualified just 19 individuals in
2016, while Montana disqualified 761—despite the fact that both states have neardy identical
populations.'® Likewise, Wisconsin disqualified nearly 2,000 individuals, while Washington state removed
fewer than 200, despite the fact that Washington has 1.6 million more residents than Wisconsin. '

Do fraud levels vary so much that Washington state has fewer than one-tenth the number of fraud
convictions as Kentucky, despite nearly twice its population? Obviously not, What varies is simply the
level of effort put forward in finding and prosecuting such fraud, Even states that are national leaders in
combatting welfare fraud are greatly limited by capacity and by regulations that hinder investigations.

There are many fechnical discussions about what can be done to prevent and caifch fraud. Those
discussions are both necessary and vdiid. But above dll, the best way o prevent welfare fraud is simply
1o move able-bodied adults from welfare o work.

Program Integrity: Work Requirements Don’t Function as Intended

Not dil fraud and abuse in food stamps is facilifated by recipients or retailers. Program infegrify issues
also occur when stafe and federal bureaucrats disfigure the program in ways that do harm. The prime
example of this is how work requirements in the program-—meant to help lift individuals and families
from dependency—have been waived and undemnined through ries, regulations, guidance, and
other agency actions,

Federal iaw requires that most able-bodied, childiess adults work, train, or volunteer for at least 20 hours
per week as a condition of eligibility to receive food stamps.'? These requirements apply to non-
pregnant adults who are mentally and physically fit for employment, who are between the oges of 18
and 50, and who have no dependent children or incapaciiated family members. ** Able-bodied adulis
who refuse to meet these requirements are limited to just three months of food stamp benefits every
three years,™

When it was first implemented in the 1990s, this commonsense work requirement moved millions of
able-bodied adults from welfare to work and spurred rapid economic growth.'® Analyses of state-level
implementation of the reform have reached similar conclusions. After Kansas implemented these work

FOUNDATION FOR GOVERNMENT ACCOUNTABILITY ... 3
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requirements, able-bodied adults went back to work in more than 600 different industries and their
incomes more than doubled, on average.' Higher wages more than offset lost benefits, leading to
greater economic activity and higher fax revenues.'” When Maine implemented the same work
requirernents, it saw similar iImpressive results; incomes of former enrollees more than doubled and
caseloads declined by 90 percent.’®

But this progress has been undermined by federal loopholes that have allowed stafes to weaken and
waive the reguirements for millions of adulls. When Congress passed the work requirements info law in
1996, it gave the Secretary of the United States Department of Agricutiure (USDA] the authorfy fo waive
work requirements in areas that had unemployment rates above 10 percent or othemwise lacked job
opportunities for these able-bodied adults.'?

Despite the nanmow parameters set forth by Congress, federal rulemaking led to a regulation that is far
more expansive than intended, creating loopholes and gimmicks for states fo continue waiving work
requirements for milfions of able-bodied aduits, even during periods of record economic growih.?® As o
result, these commonsense requirements are waived wholly or partially in 33 states and the Dishict of
Columbia.®

Although these waivers were meant only for areas with extremely high unemployment, states have
continued 1o seek—and receive—waivers during periods of record low unemployment and record high
job openings.® Al 4.1 percent, the nation’s unemployment rate is near an all-fime low.* More
Americans are working foday than at any point since the Bureau of Labor Statistics began tracking
employment statisics, but that's still not enough: employers are searching desperately to fill a record-
high six million open jobs, 2%

Despite foday's sirong economy, states have waived or exempled nearly three million able-bodied
odults from work requirernents alfogether.? With no work requirement in place for the vast maijority of
able-bodied adults without dependents, nearly three in four do not work at all.

Requirements meant to move able-bodied adulls from welfare fo work as quickly as possible have been
undermined by regulations that threaten program infegiity by credting loopholes and gimmicks that
keep individuals frapped in dependency. Worse vet, the current reguiation untawtully strips the Secretfary
of his statutory authority 1o reject waiver requests that do not advance the program’s purpose by
providing that USDA will automatically approve waivers that meet certain criteria.?’ The regulatory criferia,
however, does not refiect statutory language or Congressional intent, but instead creates new icopholes
and gimmicks that allow states to walve work requirements for milions of able-bodied adutts,®®

Athough the statute specifies that the waivers should only apply to areas with high unemployment that
lack a sufficient number of jobs, regulatory loopholes aliow states fo waive work reguirements in areas
with record-low unemployment by combining and genymandering them with areas with somewhat
higher unemployment rates.®' These loopholes also allow states to use data from long ago, even when
that dafa has no connection fo curent economic conditions.® If that werent bad enough, the
reguiation creates an alfemnative waiver oplion even in areas with unemployment rates below 10
percent, Under this option, states can qualify for a waiver so long as thelr unemployment rates are 20
percent above the national average during o two-year period, no matter how iow that rafe is and no
matter how many open jobs are available.®

FOUNDATION FOR GOVERNMENT ACCOUNTABILITY ... 4
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Of the nearly 1,200 counties, fowns, cities, and other jurisdictions where work requirements are currently
walved, just 42 have unemployment rates above 10 percent.® Nearly 650 of these jurisdictions have
unemployment rates at or below five percent and more than 500 have unemployment rates at or below
what the Federal Reserve considers full employment.®® The waived jurisdictions have unemployment
rates as low as zero percent—meaning work requirements are waived in areas with fiterally no
unemployment.® Despite claims that these areas are facing severe job shortages, the 33 states
currently waiving the work requirement have more than a combined 3.3 million job openings posted
online.% ‘

Although most states with waivers rely on these gimmicks, Califomia and iiinois are two prime examples
of how states abuse the waiver process.

*  Califomia; Despite a record low unemployment rafe, Califomia received a statewide waiver of
the work requirement for 2018.%%° This means that Califomia waives the requirement for alf of its
nearly 850,000 able-bodied adutis without dependents on food stamps.* in December 2017,
30 of the state’s 58 counties had unemployment rates af or below five percent, with 21 of them
having unemployment rates at or below four percent* Some walved countfies had
unempioyment rates as low as 2.1 percent, while just three counfles had unempioyment rafes
above the 10 percent statutory threshold to qudlify for a waiver.*? In order to secure its waiver,
California used unemployment data from as far back as January 2014, combined counties with
low unemployment rates fogether with counties with somewhat higher unemployment rates, and
claimed it lacked sufficient jobs due o an unemployment rate that was 20 percent above the
national average between 2014 and 2015.%* But California isn't lacking in job opportunities.
One database of open jobs posted on intemet job boards, corporate boards, and other job
websites found that California employers have nearly 560,000 open jobs posted online. *®

» Hinols: Despite a nearrecord low unemployment rate, lilinols waives the work requirement in alf
but one county.** This means that Hlinois walves the requirement for 337,000 of its 346,000
able-bodied adults without dependents on food stamps.®® In December 2017, 72 of the state’s
102 counties had unemployment rates at or below five percent, with 21 of them having
unemployment rafes af or below four percent.* Some waived counties had unemployment
ates as low as 2.6 percent—lower rates than in the single non-waived county—while none had
unemployment rates above the 10 percent statutoty threshold to qualify for a waiver.®® In order
1o secure its walver, linois used unemployment data from as far back as Aprll 2015, combined
counties with low unemployment rates fogether with counties with somewhat higher
unemployment rates, and claimed it lacked sufficient jobs due to an unemployment rate that
was 20 percent above the national average between April 2015 and March 2017.5%2But liincis
isn't lacking in job opportunities. One database of open jobs found that Hllinois employers have
more than 187,000 open jobs posted online. 5

Congress never infended for the walvers 1o be used this way. These waivers threaten program Integrity
and trap milions of able-bodied adults in dependency and despair, The Trump administration, to its
credit, has begun the rulemaking process fo address some of these abuses.® But until these loopholes
are closed, state bureaucrats will confinue fo game the system.

Carryover £

Federal law provides states with discretionary individual-level exemptions for able-bodied adults who
would otherwise be subject to work requirements. The statute provides that the exemptions “in effect
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during the fiscal year’ cannot “exceed 15 percent” of the able-bodied adults who are ineligible for food
stamps due o not meeting the work requirement.®  Although the language of the statute is clear that
the exemptions cannot exceed this threshold, current regulations have inappropriately interpreted this
languoge fo mean that states eam new exemptions worth 15 percent of those able-bodied adutts each
year, with the ability to cany over unused exemptions year affer year,®

This carnyover policy goes beyond the scope of the statute. In fact, an audit by the Office of Inspector
General at the U.S. Depariment of Agriculiure raised concems about the camyover policy going beyond
the scope of the law, noting that the auditors disagree with Food and Nutrition Service’s “process of
caying over unused 15 percent exemptions indefinitely.”s’

By fiscal year 2017, states had accumulated 6.4 million exemptions, which were worth nearly $1.1 biflion
in faxpayer-funded benefits.” Under the statute, Food and Nutrition Service should have capped these
exemptions at approximately 1.3 million, worth roughly $220 milion, %

Permitling stafes fo cary over these exemptions from year to vear has dllowed them to bank the
exemptions over fime and then use far more exemptions in a given year than authorized by the stafute.
Ohio, for example, eamed only 75,000 exemptions in 2016. Because it had accumulated o stockpile
of exemnptions, however, it was able fo use 391,152 exemptions in 2016—far more than authorized by
the statute.®!

This camyover abuse—pemifted by regulatory guidance—evades federal law and weakens program
infegrity.

e

Federal law automatically exempts able-bodied adults from the ABAWD work requirement if they are
“over 50 years of age.”? Separate requirements for work registration apply fo able-bodied adults who
are “over the age of 15."%° But Food and Nufriion Service has inferpreted the word “over” in these two
provisions in different and conflicting ways.*

In the regulations conceming work registration, the agency interpreted “over the age of 15" to mean 16
years old or older, consistent with the plain meaning and common understanding of the term.® But the
agency inferpreted “over” in a completely different way when it cormes fo the exemption for adults “over
50 years of age,” which it interprets to mean 50 years old or older.® Auditors from the Office of Inspector
General at the U.S. Department of Agriculfure have wamed that these conflicting interpretations of the
same word “do not seem reasonable.”® indeed, Food and Nutrition Semvice officials admitted to
quditors that they “made a conscious decision 1o interpret the statute in this manner’ to reduce the
number of able-bodied adults subject o the requirements “for the benefit of the SNAP recipients.”?

According to federal data, few of these able-bodied adulls are curently working, despite having no
disabiiies keeping them from meaningful employment and no dependent children in the home.®
More than 69 percent of able-bodied 50-year-old childiess adulfs do not work ot all, while just five
percent work full-time. ™ Based on state experiences with work requirements for other able-bodied adutts,
expanding the work requirement fo 50-year-old childiess adults, consistent with the stafute, would move
tens of thousands of able-bodied adulfs from welfare fo work and save taxpayers up o $350 million per
year.”!
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Although the ABAWD work requirement only applies fo able-bodied adults between the ages of 18 and
49 who have no children, another provision of federal law requires a broader group of able-bodied
adults fo meet certain work registration requirements.”? These requirements apply o dll able-bodied
adults under the age of 60 who do not have young children, including middle-aged childiess adults
and able-bodied parents who have only school-aged children.”*™ Alihough this requirement is less
stringent than the ABAWD requirement, it is meant fo be an integral component of the program by
ensuring able-bodied adults are putting forth effort towards independence.

But the number of able-bodied adults who are supposed o be subject to this requirement has been
rapidly growing since 2000 and most of these adults do not work at all.”>7¢ This data calis into question
the effectiveness and infegrity of the requirement. While sanctions are supposed to be in place for those
adults who quit a Job, reduce hours at work, tumn down an offer of employment, fail to register on a job
bank or something simitar, FNS has reported that they have no reporting on this data from the siates.”

It is unclear whether this provision s actually enforced at the state level. Although this “requirement” is
offen cited as a work requirement in the program, there are serious questions about whether the
requirement is being appropriately enforced by states, with rare exceptions in states like Texas and
Wisconsin,’®7?

Eligibility Fraud

A primary way that waste, fraud, and abuse occur in food stamps is through eligibility fraud. This happens
when someone enrolls in the program when they are not actually eligible or sfays on the progrom after
they are no longer eligible.

One of the key ways eligibllity fraud is committed is when an applicant lies about thelr household
composition, income, residency, or another factor. A clear example of this is a recent case in Maine,
where a woman was indicted on three felony charges affer defrauding toxpayers of more than
$250,000 in TANF, Medicaid, and food stamp benefits by lying about whether her husband lived with
her and failing to report his income,*

Sadly, this fraud could have been caught much sooner than it was. The vulnerabilities in the eligibllity
process that contribute fo cases of food stamp fraud are not unique to one state, They show up in cases
around the country, Fortunately, there are key ways these flaws can be addressed,

» Simpiified reporfing allows households on food stamps to go long stretches without reporting
any changes in income or other eligibifity factors.®' Currently, 49 states and the District of
Columbia have adopted this new standard, which requires enroliees to report changes only
when their income rises above the program's federal eligibiiity fine or during periodic reporting
periods.® This new process replaced “change reporting,” which required individudls to report
changes to income and other eligibility factors within 10 days,®® Because individuals on food
stamps are accustomed to infrequent or no reporfing requirements, they often fail to report
information that affects thelr eligibllity even when they are required to, leading to higher
overpayments and wrongful eligibility. This structure aliows households fo go for months or even
more than a year in some cases without reporfing changes that may affect eligibility. Congress
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can and should fix this by requiring most households—particulatly those containing able-
bodied adults—to report alf changes 1o income, assets, and household composition within 10
days.

Longer ceification periods have been combined with simplified reporting fo allow enrollees to
go without having fo report potential changes that may affect eligibility. Certification periods of
six or 12 months, for example, mean that enrollees are only required 1o engage with the
agency once or twice a year for recertification.® In 2016, 71 percent of cases were cerlified
for 12 months or longer, while just two percent of cases were certified for less than six months.%®
After this long period of ongoing eligibility, alt that is required is 10 reply 1o the agency saying
there has been no changs, typically on a pre-populated form sent 1o the household.
Congress should address this by reducing the cerification period for households with unstable
circumstances or zero income.

Broad-based categorical eliglbilliy is now the basis for eligibility for most food stamp
enroliment.® This eligibility door effectively waives the asset test and allows those with higher
incomes and wealth—Iincluding millionaires—o become eligible for food stamps simply by
being eligible 1o receive a TANF-funded brochure.®? Along with making higher-income
individuals eligible for the program, this policy also waives the requirement that applicants
report—and states check-the value of non-exempt assets. Not only does this increase
enroliment and crowd out resources for the truly needly, it also makes it easter fo hide signs of
additional, unreported income or other workers in the household that have gone unreported,
as caseworkers no longer have access 1o bank account statfements. Congress should address
this problem by requiring states fo check asset information, giving them a crifical fool fo caich
unreported income or conflicting household composition information.

Verification of income, residency, and household composttion is often ignored or done without
the use of fimely and relevant dafa. In the regulatory-required rush to issue benefits, verification
of income or other information reported by applicants often goes unverified. When it is verified,
the bare minimum Is offen done and phone calls to employers or data checks are ignored.,
Once an individuat is eligible, the lengthy certification period and lack of reporting requirement
lefs eamed income go unchecked again until recertification, where the process is repeated.
Interimn checks are rarely done, and when they are, they are not routine, but based only on an
ireguilarity that might surface. To compound these problems, the data that is used by most
states to verify information is oufdated and ineffective. Congress could address this by requiring
states to use all available data, implement stronger verification processes up front, and run
data checks quarterly or monthly. States can access third-party data that provides best known
addresses, iIncome sources, assets, and other relevant information. This data should be
deployed to verify applications. Sfates should also run this dofa quaorerly-—at a minimum—io
search for cases with a high risk of being Ineligible.

Face-to-face inteviews are generally waived in most states and home visits are effectively
non-existent. Unforfunately, this eliminates any opportunity fo observe unreported income
eamers in the household. While the food stamp program was originally designed for most
cases fo have a personal interview conducted prior to eligibility, that practice has been
regulated and waived out of existence. Waiving this requirement might make sense for those
cases where a physical appearance In the office Is difficult or impossible—inciuding cases
involving frail seniors or individuals with discbilities—but there is virtually no justification for the
broad waiving of this practice for able-bodied adults. Congress could help address this by
once again requiing face-to-face interviews for able-bodied adults applying for food stamps.
These adults are already expected to engage with the agency for work program purposes and
should be required—at a minimum-—io Visit the agency before being granted the benefit.
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« Dupiicalive enroliment occurs when an individual receives food stamps in two or more states,
Although the federal government set up the Public Assistance Reporting information System, or
PARIS, to help caich instances of individudls receiving welfare benefits in muiltiple stotes,
participation in PARIS is limited and the system's effectiveness is inconsistent.®® Many states do
not use the system af all for food stamps and the information is offen incomplete,* Worse yet,
the system generally only fiags individudls receiving food stamps in mulliple states after the
fraud has occurred.” Congress could address this by expanding the National Accuracy
Clearinghouse—a five-state pilot system that immediately nofifies participating states when
someone already on food stamps in one states appilies in another~—to all states. The U.S.
Depariment of Agricutture estimates that this would save taxpayers more than $1 billion over
the next decade and significantly reduce the number of people fraudulently collecting
benefits in multiple states.”

These are not the only factors in eligibility fraud, but they are significant. Because these problems are
offen disguised as “state options” or “policy choices,” they are often ignored or overlooked in
discussions concerning program integrity and welfare fraud. But these eligibility vuinerabilities and
loopholes must be fixed If agencies are 1o stop food stamp fraud before i starts or as quickly as
possible.

Trafficking Fraud

The most commonly discussed type of food stamp fraud involves trafficking benefits. This occurs when
an enrolee sells their food stamp benefits to other individuals or retallers in exchange for cash, drugs, or
other non-approved goods. According fo the U.S. Depariment of Agricutture, more than $1 bilion in
food stamp benefits are trafficked each year, diverting resources meant for the tuly needy.®

Perhaps the worst part of having such gaping winerabilities in eligibility is that those who wish to commit
frafficking fraud can easlly gain access to the program and linger there. Trafficking has a deeper
criminal component as well, which offen connects to bad actors outside of the food sfamp universe,

One of the most alamming and relevant areas surounding trafficking fraud is that Electronic Benefit
Transfer (EBT) cards have become a commodity in the drug frade.™ There are many examples of this
connection, but most follow a clear pattern: when law enforcement make a major drug bust, they tum
up drugs, guns, and cash—plus EBT cards that don't belong to the drug dealer. Trading EBT cards for
drugs s so prevalent that one Maine Drug Enforcement agent festified that it is common practice for
drug dedlers to take custody of a drug user's EBT card either as direct payment or in lieu of immediate
payment.”?®

This is not limited to just Maine. A few recent examples across the country of the connection between
food stamps and llegal drug trafficking include:

+ Alabama: in March 2017, low enforcement officers arrested a trespasser who fumed out fo be

a felon previously convicted of manslaughter.” He had in his possession two guns, ilegal drugs,
$6,800 in cash, and four EBT cards thot belonged fo other people.”
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+ Washington: in March 2017, police officers In Spokane, Washington stopped a vehicle at 1:00
a.m. and reportedly found the driver with meth, heroin, and a “number of EBT cords” that they
believed he was “receiving in exchange for drugs.”””

« Missoutt: In January 2017, a Missourt woman pleaded guilty fo exchanging meth and cash for
EBT cards.'™ Investigators found four EBT cards alongside 100 grams of meth in her bedroom, '®!

These unfortunate cases have repeated themselves in states around the counfry,

Govermor LePage, DHHS Commissioner Mary Mayhew, and | requested a meeting several years ago
with President Obama’s FNS leadership, including curent FNS officials Jessica Shaheen and Bonnie
Brathwaite, to discuss how easy if was for SNAP cards fo be fraded for drugs. We relayed the concems
from law enforcement that they were routinely pulling people over with multiple EBT cards who would
recite the line that they were “grocery shopping” for the person on the card.

At the time, we were fold by FNS officials that if someone had the card and the associated PIN number,
there was litfle they could do about it. While the officials acknowledged i might frafficking, they insisted
anyone holding the card and the PIN must be considered legifimate until fraud was proven, That
complacent aftifude has hindered progress in fighting this problem. The Obama-era obsession with
unfettered access fo the program with no restrictions, despite increasing numbers of able-bodied adults
and fraudsters, has helped fuel the drug crisis.

More confrols are needed on SNAP EBT cards, and they are needed immediately. There are several
simple controls that will help prevent the use of SNAP cards for drugs.

1) Require someone pussessing or using the EBT card to be authorized with the agency

The Obama administration made it clear that if someone was holding an EBT card, had the PIN,
and claimed they were shopping for the person whose name appeared on the card, FNS believed
it was legitimate, This belief is not only mistaken, but it has provided endless cover for frafficking.

it is frue that some enrollees may need assistance shopping for food from another person fo whom
the card was not issued. But these circumstances are rarer than suggested and households can
and should be required fo register additional users of the card—limited to two individuals—with the
administering stafe agency. This policy change would bring the food stamp program In line with
other programs, including WIC.,

2} Require cooperation with ¢ fraud investigator

When investigating cases of food stamp fraud—including charges of trafficking for drugs—state
fraud investigators often need to engage with enroliees fo discuss questions around thelr case.
Currently, enrollees can sidestep this process by ignoring the fraud investigator completely, facing
no penalty whatsoever, Nothing compels the enrollee fo cooperate with the investigator, States
should be dllowed fo require individuals flagged for pofential fraud fo meet with state fraud
investigators as a condiion of ongoing eligibiity fo ensure that program resources are being
distibuted appropriately.
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3} Restrict the number of automatic replacement EBT cords

Current regulafions allow states fo withhold the fourth replacement EBT card in a 12-month pericd
untit the enrollee making the request provides an explanation for the lost card. This is important
because muitiple replacement cards is often an indicator of frafficking. Some states have expressed
a desire fo further limit the automatic replacement of EBT cards to combat fraud. In 2017, FNS
began providing states with more flexibility and has granted waivers in this area fo help reduce
frafficking. To streamiine this important anti-fraud measure, states should be allowed more authority
1o restict the issuance of replacement EBT cards without a waiver.

One of the chief ways that food stomp benefits are frafficked is when an approved retaller accepts
benefits from an enrollee in exchange for cash. Typically, retailers committing fraud in this way will give
enrollees 50 cents on the doliar for the trafficked benefits, inging up a false sale in order fo make this
fook like a real fransaction. According to the U.S. Depariment of Agriculture, nearly 12 percent of all
approved refailers engage in frafficking, including one in four small grocery stores and one in five
convenience stores,'®

While USDA does dedicate some time and focus fo this area, there are hundreds of thousands of
participating refailers across the country. The volume of refailers far exceeds the capacity of USDA
officials to propery monitor those retailers. States also assist in investigating stores but have o authority
to sanction or remove offending stores.

This problem is larger than the data shows, as several recent cases from across the country highlight.
Portland, Maine ~ Ahram Market

In Maine, we discovered one such case of this fraud through an analysis of EBT card spending
data, Specifically, we saw that there were many transactions af Ahram Market in Portiand, Maine,
that were very high dollar, typically more than $300 each. We knew that Ahram Market was a
small retaller, with only one cash register and no grocety carts, making even an occaslonal $300
purchase uniikely.

The data analysis aiso showed that Ahram Market has sfeadily increased the amount of fotal EBT
transactions they processed over a short period. The total volume of sales grew quickly fo more
than $1 milion dollars. This amount was disproportionate fo the size of the store, For scale, they
were doing the same amount in fotal ransactions as a major chain grocery store nearby that
had 18 cash registers.

The Maine Deparment of Health and Human Sewvices packaged this case and fook i the USDA
. OlG and the FBI to request a joint investigation. The subsequent investigation tumed up food
stamp and other fraud on a massive scale. Ali Daham, the owner of the store, had developed
an elaborate scam fo tun food stamps into cash and hundreds of food stamp enroliees
participated in his scheme. The market also worked with many of these same individuais—right
in the store—to file fraudulent fax refums in order fo get back cash from the eamed income tax
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credit, Daham pleaded guilty to his $1.4 milion fraud scheme and faces up fo 20 years in
prison,'®

Birmingham, Alabama — Convenience Stores

In 2015, law enforcement officials conducted Operation T-Bone, an investigation that resutted
in 242 arrest warrants for 17 individuals at 11 convenience stores in Birmingham, Alabama.'®*
The investigation reveated that the stores were buying EBT cards for roughly 50 cents on the doliar
and then using the food stamp benefits 1o buy food in bulk o later re-sell at their own stores. "%
At least some of the profits in the Birmingham fraud cases were wired to Yemen.'% At the time
of the arrest, Depuly Affomey General Cynthia Raulston said that this problem was so “enormous”
and “pervasive” that law enforcement “had 1o cut off the number [they] were going to
prosecute,” because the fraud was “everywhere.”'”’

Mitwaukee, Wisconsin ~ Quick N £2 Super Market

Owners of a Quick N EZ market in Milwaukee were busted in 2016 affer rafficking more than $1.2
milion in welfare benefits.’® Enrollees sold thelr EBT cards to Quick N EZ for a discounted cash
price and the store then cleared the cards of their face value.'® The owners were caught affer
their sfore’s massive redemption pattems were idenfified, including redemptions that far
exceeded food inventory.''?

Wocester, Massachussetts - J&W Aseda Plaza

According fo the Depariment of Jusfice, Vida Causey-—the owner of J&W Aseda Plazo-—
frafficked more than $3.6 million in food stamp benefits between 2010 and 2014."" Causey
purchased the benefits for roughly 50 cents on the doliar, withdrew the full face value of the
benefits, and laundered the money through a MoneyGram sewvice,''?

These are just a few large examples of what is a much larger problem. Five key changes would be
instrumental in helping to combat SNAP retailer fraud.

1} Allow states to sanction offending SNAP retailers

Curent rules require USDA to penalize and disqualify offending retailers, but USDA has vety fimited
resources in this area and cannot handle the volume of investigations or sanctions necessary to
protect program integrity. State pariners—who already assist in investigations into  fraudulent
refailers—should be authorized not only to investigate, but also remove offending vendors from
program participation. The same due process would be followed, but the lag in removing offending
stores would be resolved,

2} Acredible allegation of fraud should trigger o freeze on retailer authorization

In the Medicald program, a state heaith care fraud agency can make the determination that there
is a “credible allegation of fraud” and remove a provider from active Medicaid payment status, A
food stamp retailer, however, can contfinue o operate until all investigations—and offen even
criminal frials—are completely adjudicated. In the case of Ahram Market, the store contfinued fo
operate for months affer the FBI investigation had concluded there was massive fraud. Offending
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SNAP retailers should be shut down immediately upon a credible dliegation of fraud unless the
investigation choose fo leave the refaller operating for purposes of an investigation.

3} States should be required to review EBT transaction duta mare aggressively

Many states do not have sufficient processes in place to review and analyze EBT fransaction data,
This data is often the key to finding refailer rafficking cases. States should be required o produce
standardized regular reports of fransaction review processes and follow-up actions.

4} Do not allow retaiier owners to redeem personal benefits in their own stores

Areciplent of food slamp benefits may also be the owner of a business that operates an authotized
retail store, While there is no discriimination against a person applying for food stamps based on
anything except standard eligibility criteria, and owning a retail food store should not disqualify
someone from participation in the program, there must be proper controls to ensure that pofential
conflict does not lead fo fraud. A food stamp enroliee who is also an authorized refafler should not
be diiowed to redeem personal benefits in thelr own establishments. This occuned af the Ahram
Market and is @ common problem among fraud cases.

51 Reallocote resaurces to better fund fraud detection and investigation activities

At il levels of food stamp program oversight, there are foo few resources. i is encouraging that FNS
has announced o new dedicated office of program integrity to help in this area. At the siate level,
funding for fraud investigators can be difficult to find. Curent rules provide that siates can retain 35
percent of funds collected from infentional program violations for use on investigations. But this
revenue is unpredictoble and insufficient. As a result, many states are woefully understaffed and do
not have the comrect data or technology tools in place. States should be dllowed fo retain 50 percent
of intentional program violation collections. Additionally, stafes should have the flexibility to use funds
currently designated for SNAP-ED for fraud invesfigations staff and activities. Congress should also
end the $48 million in annual “bonus” payments 1o states and reallocate it for anti-fraud efforts,

} is difficult 1o know the exact level of fraud that exists In food stamps because it is only identiflied when
state and federal agencies search for if, investigate i, and prosecute it. When states focus on fraud,
they quickly discover that fraud not only exists, but it is rampant, Sadly, too few states dedicate time and
resources 1o finding, investigating, and prosecuting fraud.

Much of the fraud can be pravented by changing the lows, reguiations, and practices that have
created vuinerabilities within the food stamp program. By making key policy changes, the program con
be improved in the areas of program infegrity, eligibility fraud, and frafficking fraud to protect the
program for the truly needy and protect taxpayers from being scammed. But one of the best ways fo
prevent welfare fraud is fo get able-bodied adults off welfare in the first place, moving them Info jobs
and onto the path fo self-sufficiency.
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Mr. JORDAN. Thank you, Mr. Adolphsen.
Ms. Dean, you’re up.

STATEMENT OF STACY DEAN

Ms. DEAN. Chairman Jordan, Chairman Palmer, Ranking Mem-
ber Krishnamoorthi, members of the subcommittee, thank you for
the opportunity to testify this morning. I am Stacy Dean, the vice
president for food assistance policy at the Center on Budget and
Policy Priorities, a nonpartisan policy institute here in D.C.

I plan to talk about three things this morning: the vital role of
SNAP, the vital role of program integrity in SNAP, and the likely
impact of the pending House farm bill on SNAP.

First, SNAP. SNAP is a highly effective antihunger program.
Today, it helps about 40 million low-income Americans afford a nu-
tritionally adequate diet by giving them benefits through a debit
card that they can use only to buy food. Benefits average a $1.40
per person per meal, and one in eight Americans participate in
SNAP, which reflects SNAP’s important role in addressing the ex-
tensive need across the country.

SNAP is an entitlement, so anyone who qualifies can receive ben-
efits. That enables SNAP to respond quickly and effectively to sup-
port low-income families and communities when the economy turns
down and need rises. So while SNAP enrollment expands when the
economy weakens, it also shrinks when the economy recovers.

SNAP is also an important work support, helping workers both
when they are between jobs and supplementing their low earnings.
That is why looking at the work status of participants at a specific
point in time substantially overstates their joblessness.

Mr. Lipps noted that, in an average month in 2016, about 9 mil-
lion adults participating in SNAP did not have earnings, and we
agree with that. But about 4.5 million of them worked within a
year, so they were participating on SNAP when they were tempo-
rarily unemployed. Of the other 5 million, over a third of them
couldn’t work due to caregiving responsibilities, and most have
working spouses. Nearly a quarter had a disability or a chronic
health condition that limited their work, and close to a third were
going to school or were not working.

Second, let me turn to program integrity.

USDA and States take their roles as stewards of SNAP very seri-
ously, and they emphasize program integrity throughout SNAP’s
operations, participant eligibility, state accuracy, and participants
redeeming benefits at SNAP retailers. The authorizing committees
have mandated some of the most rigorous program integrity stand-
ards and systems of any Federal program, and they do provide rig-
orous oversight of SNAP’s accuracy and fraud detection and pre-
vention systems.

Numerous measures ensure the accurate assessment of house-
hold eligibility during the eligibility determination process, ongoing
checks, and reassessment of eligibility. The same is true with re-
spect to the proper use of benefits, an area of fraud prevention and
detection where USDA plays a very significant role.

These measures are designed to detect and prevent honest mis-
takes, careless errors, systemic mistakes, and the less frequent
problem of intentional fraud.
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CRS did an excellent job summarizing the SNAP program integ-
rity and error reduction efforts in a recent report, and a few of its
observations bear repeating.

First, errors are not the same as fraud. Many conflate the two.
Fraud is an intentional activity that breaks Federal or State laws,
but program stakeholders, particularly recipients in States, may
also inadvertently err in ways that can then affect benefit amounts.
Some acts, such as dual enrollment, could be error or fraud, and
it is important to calibrate the response to the cause of the prob-
lem.

Second, SNAP fraud is rare, according to all available data and
reports. The illegal and inaccurate activities that do occur are seri-
ous and merit a very serious response. However, they do represent
a small fraction of SNAP activity overall. We strongly favor efforts
to improve program integrity, so long as they are warranted by evi-
dence, are cost-effective, and would not meaningfully impede pro-
gram access.

Third, let me turn to the farm bill. Unfortunately, H.R. 2, the
farm bill that the House will likely consider next week, could re-
duce SNAP’s effectiveness. According to CBO, it would cut benefits
to poor households by more than $17 billion over the next 10 years
and would cause more than 1 million low-income households with
more than 2 million people, particularly low-income working fami-
lies with children, to lose their benefits or have them reduced. It
includes sweeping new work requirements that would likely prove
unworkable and increase hunger and poverty. The bill would force
States to develop large, new bureaucracies but do little to increase
employment, and leave substantial numbers of low-income people
with barriers to work, such as very limited skills or chronic health
conditions, with neither earnings nor food assistance.

The farm bill could have been a bipartisan effort that strength-
ens SNAP, promoted work, and shored up program integrity. In-
stead, it is largely a package of harmful, unworkable, and untested
policies that will weaken the program.

Again, thank you for the opportunity to testify, and I am pleased
to answer your questions.

[Prepared statement of Ms. Dean follows:]
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Testimony of Stacy Dean, Vice President for Food Assistance Policy,
Center on Budget and Policy Priorities,

Before the Subcommittees on Intergovernmentali Affairs and Health
Care, Benefits and Administrative Rules of the Committee on Oversight
and Government Reform,

U.S. House of Representatives

Thank you for the opportunity to testify today. I am Stacy Dean, Vice President for Food
Assistance Policy at the Center on Budget and Policy Priotities (CBPP), an independent, non-profit,
nonpartisan policy institute located here in Washington. CBPP conducts research and analysis on a
range of federal and state policy issues affecting low- and moderate-income families. The Centet’s
food assistance work focuses on improving the effectiveness of the major federal nutrition
programs, including the Supplemental Nutrition Assistance Program (SNAP). I have worked on
SNAP policy and operations for mote than 20 years. Much of my work is providing technical
assistance to state officials who wish to explore options and policies to improve their program
operations in order to more efficiently serve eligible households. My team and I also conduct
research and analysis on SNAP at the national and state levels. CBPP receives no government
funding.

My testimony today is divided into three sections: 1) SNAP’s role in our country as a federal
nutrition program; 2) an overview of how SNAP addresses and maintains program integrity; and 3)
an assessment of how the House Agriculture Committee farm bill, FLR. 2, would compromise
SNAP’s effectiveness.

1. SNAP Plays a Critical Roie in Our Country

To provide context for today’s hearing topic of SNAP’s ptogram integrity, I think it is important
to review some of SNAP’s most critical features. The program is a highly effective anti-hunger
program. Much of its success reflects its entitlement structure, its consistent national benefit
structure, and its food-based benefits. It also imposes tigorous requirements on states and clients to
ensure a high degree of program integrity.
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SNAP helps mote than 40 million low-income Americans afford a nutritionally adequate diet by
providing ther with benefits via a debit card that can be used only to purchase food. Benefits
average about $1.40 per person per meal. One in eight Americans participate in SNAP — a figure
that speaks both to the extensive need across our country and to SNAP’s important role in
addressing it.

Policymakers created SNAP, then known as the Food Stamp Program, to help low-income
families and individuals purchase an adequate diet. Policymakers created it at a time when hunger
and malnutrition were much more serious problems in this country than they are today. A team of
Field Foundation-sponsored doctors who examined hunger and malnutrition among poor children
in the South, Appalachia, and other very poor areas in 1967 (before the Food Stamp Program was
widespread in these areas) and again in the late 1970s (after the program had been instituted
nationwide) found marked reductions over this ten-year period in serious nutrition-related problems
among children. The doctors gave primary credit for this reduction to the Food Stamp Program.
Findings such as this led then-Senator Robert Dole to describe the Food Stamp Program as the
most important advance in the nation’s social programs since the creation of Social Security.

Consistent with its original purpose, SNAP continues to provide a basic nutrition benefit to low-
income families, the eldetly, and people with disabilities who cannot afford an adequate diet. In
some ways, particularly in its administration, today’s program is stronger than at any previous point.
By taking advantage of modern technology and business practices, SNAP has become substantially
more efficient, accurate, and effective. While many low-income Americans continue to struggle, this
would be a very different country without SNAP.

Protecting Families From Hardship and Hunger

SNAP benefits are an entitlement, which means that anyone who qualifies under program rules
can receive benefits. This is the program’s most powerful feature: it enables SNAP to respond
quickly and effectively to support low-income families and communities during times of economic
downtutn and increased need. For example, SNAP — aided by a temporary benefit increase from
the 2009 Recovery Act — kept poverty and food insecurity (lack of consistent access to sufficient
food) from rising during the Great Recession as much as they would have without the program.'

SNAP enrollment expands when the economy weakens and contracts when the economy
recovers. (See Figure 1) As a result, SNAP responds immediately to help families and to bridge
tempotaty petiods of unemployment. It also can help individual families weather a short-term crisis,
such as job loss ot divorce. A U.S. Department of Agriculture (USDA) study of SNAP participation
over the late 2000s found that slightly more than half of all new entrants to SNAP participated for a
year or less and then left the program when their immediate need passed.”

1 For example, one study found that food insecurity did not rise between lare 2008 and late 2009 for low-income
partcipants likely to receive SNAP, but did rise for those with slightly higher incomes. Mark Nord and Mark Prell,
“Food Security Improved Following the 2009 ARRA Increase in SNAP Benefits,” U.S, Department of Agriculture,
Economic Research Service, ERR-116, April 2011.

2 0.8, Department of Agriculture, “Dynamics and Determinants of Supplemental Nutrition Assistance Program
Participation from 2008 to 2012,” December 2014, https: fns.usda. 119 ics-and-determi 3
supplemental-nutrition-assistance-program-participati
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SNAP’s powerful response during the recession contrasts sharply with that of Temporary
Assistance for Needy Families (TANF), whose block grant structure severely limits its ability to
expand during economic downturns. While the number of unemployed doubled in the Great
Recession, TANF caseloads rose only modestly, by 13 percent from December 2007 to December
2009.

SNAP also acts as a first responder in the wake of natural disasters, providing ctitical food
assistance to vulnerable houscholds. After disasters, USDA and states work together to provide
quick, targeted assistance. This can include replacing participants’ benefits to compensate for lost
food, providing temporary Disaster SNAP (D-SNAP) benefits to non-participants who have
suffered significant loss, and relaxing program requirements to ease access and relieve undue burden
on staff. In 2017, SNAP helped households affected by Hurticanes Harvey, Maria, and Irma in
Texas, Louisiana, Florida, and the U.S. Virgin Islands put food on the table.

FIGURE 1

SNAP Tracks Changes in Share of Population
That Is Poor or Near-Poor
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SNAP also acts as an automatic stabilizer: caseloads rose as more households were eligible for
and qualified for SNAP during the Great Recession and in subsequent years because of the slow
recovery, and then fell as incomes rose. During the recession, as the official poverty rate rose from
12.5 percent to 15.1 percent, SNAP enrollment rose to respond to this increase. As the effects of the
econommic recovery have been felt more broadly, poverty has since fallen to 12.7 percent in 2016 (the
most recent year for which data are available) and SNAP caseloads have declined significantly.
Caseloads peaked in December 2012 and have since fallen faster every year, declining about 2
percent annually in 2014 and 2015, 3 percent in 2016, and almost 5 percent in 2017. Between their
December 2012 peak and January 2018 (the most recent month for which data are available),
caseloads fell by 7 million people.
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Contributing to the caseload decline, at least 500,000 people — including some of the nation’s
poorest — lost SNAP in 2016 due to the return in many areas of a three-month time limit on
benefits for unemployed adults aged 18-49 who aren’t disabled or raising minor children.

As a result of the caseload decline, SNAP spending fell for the fourth straight year in 2017 as a
share of gross domestic product (GDP). SNAP spending fell by 7 percent in 2016 and another 8
percent in 2017, and CBO projects that it will retutn to its 1995 level as a share of GDP in the next
few years.

Lessening Poverty and Unemployment

SNAP targets benefits on those least able to afford an adequate diet. Its benefit formula considers
a household’s income level as well as its essential expenses, such as rent, medicine, and child care. A
family’s total income is the most important factor affecting its ability to purchase food, but not the
only one. For example, a family spending two-thirds of its income on rent and utilities will have less
money to buy food than a family that has the same income but lives in public or subsidized housing.
While targeting benefits adds some complexity to the program and is an area where states sometimes
seek to simplify, it helps SNAP provide the most assistance to the families with the greatest needs.

This makes SNAP a powerful tool in fighting poverty. SNAP kept 8.4 million people out of
poverty in 2015, including 3.8 million children, according to a CBPP analysis using the government’s
Supplemental Poverty Measure (which counts SNAP as income) and cortecting for underreporting
of public benefits in survey data. (See Figure 2) SNAP also lifted 2 million children above half of
the poverty line in 2015, more than any other government assistance program.

FIGURE 2

SNAP Kept Millions of People Above Poverty
Line in 2015
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These results reflect SNAP’s targeting of very low-income households. Roughly 93 percent of
SNAP benefits go to houscholds with incomes below the poverty line, and 56 petcent go to
households below half of poverty.

SNAP also reduces food insecutity. A study comparing SNAP participant households before and
after six months of participation found that SNAP reduced food insecutity by up to ten percentage
points and reduced “vety low food security,” which occurs when one or more household members
have to skip meals or otherwise eat less because they lack money, by about six percentage points.®

SNAP also protects the economy as a whole by helping to maintain overall demand for food
during slow economic periods. In fact, SNAP benefits are one of the fastest, most effective forms
of economic stimulus because they get money into the economy quickly. Moody’s Analytics
estimates that in 2 weak economy, every $1 increase in SNAP benefits generates about $1.70 in
€conomic activity.

Improving Long-Term Health and Self-Sufficiency

SNAP also brings important long-run benefits. The available evidence suggests that SNAP is at
least associated with, and may promote, better health and lower health care costs. It is therefore
plausible that reducing SNAP eligibility and benefits would harm health and raise health care costs.
Substantial research on SNAP and related areas has shown:

* SNAP is associated with improved current and long-term health, SNAP participants are
more likely to report excellent or very good health than low-income non-participants.* Early
access to SNAP among pregnant mothers and in early childhood improved birth outcomes
and long-term health as adults.® Elderly SNAP participants are less likely than similar non-
participants to forgo their full prescribed dosage of medicine due to cost.* SNAP may also
help low-income seniors live independently in their communities and avoid hospitalization.”

3 U.8. Department of Agriculture, “Measuring the Effect of Supplementai ’\Iumuon Assistance Program (sz\P)

Participation on Food Security,” August 2013, by es /M
4 Christian A. Gregory and Partha Deb, “Does SNAP Improve Your Health?” Food Poliy, 50:11-19, 2015,
hitp:/ /wrwrw sciencedirect.com/science/article /pil/50306919214001419.

% Douglas Almond, Hillary Hoynes, and Diane Schanzenbach, “Inside the War on Poverty: The Impact of Food Stamps
on Birth Quicomes,” Review of Economics and Statistics, 93(2), May 2011,
hetps:/ /www.mitpressjournals.or, i/ pdfplus/10.1162/REST a 00089; and Hilary Hoynes, Diane Whitmore
Schanzenbach, and Douglas Almond, “Long-Run Impacts of Childhood Access to the Safety Net,” 4wmerican Economic
Review, 106(4) 903——934 Apnl 2016
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¢ Mithuna Srinivasan and Jennifer A. Pooler, “Cost-Related Medication Nonadherence for Older Adults Participating in
SNAP, 2013-2015,” Ammmx Jonrnal of Public Health, published online December 21, 2017,
ajph. .01 10.21 PH.2017.304176.

7 See Sarah L. Szanton ef af, “Food assistance is associated with decreased nursing home admissions for Maryland’s
dually eligible older adulti ” BMC Gmatm.r, 7(1), 162, 2017,
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A study examining what happened when ~ FIGURE3

the government introduced food stamps Children With Access to SNAP

in the 1960s and early 1970s concluded
that people who had access to food Fare Better Years Later

stamps in early childhood and whose Percentage-point change in outcomes for adults
mothers had access during their who received SNAP as children, compared to
pregnancy had better health outcomes as adults who did not 18%

adults than children born at the same time
in counties that had not yet implemented
the program.® (See Figure 3.)

* SNAP is linked with reduced health
care costs. Low-income adults
partticipating in SNAP incur about $1,400,
or neatly 25 percent, less in medical care 6%
costs in a year than low-income non-
participants, according to a study that 16%
contrf?lled for facFors expt;cted to affect Stunted Heart Obesity High school
§pendmg on medical care. "I’he difference growth  disease completion
is even greater for those with
hypertension (nearly $2,700 less) and
coronaty heart disease (over $4,100 less).

Note: The study compared individuals who had access to
SNAP {then food stamps) in early childhood after its
introduction in the 1960s and early 1970s to similar children
who did not {because they were born before Its introduction)
in each county.

Source: Hoynes, Schanzenbach, and Almond, “Leng-Run

10

Given these impressive findings, we impacts of Childhaod Access 1o the Safety Net,” American
. Economic Review, April 2016,
encourage Congress to consider ways to
strengthen SNAP by improving its basic benefit CENTER bt BUDHET SND EOLIY PRIORITIES | CEPF ORG

and by extending the reach of the progtam to
ensure that reaches a greater share of eligibles.

Supporting and Encouraging Work

In addition to acting as a safety net for people who are elderly, disabled, or temporarily
unemployed, SNAP is designed to supplement the wages of low-income workers.

The SNAP benefit formula contains an important wotk incentive. For every additional dollar a
recipient earns, her benefits decline by only 24 to 36 cents — much less than in most other
programs. (See Figure 4) Families thus have a strong incentive to work longer hours or to search
for better-paying employment. States further support work through the SNAP Employment and

& Hilary W. Hoynes, Diane Whitmore Schanzenbach, and Douglas Almond, “Long Run Impacts of Childhood Access to
the Safety Net,” American Economic Review, 106(4): 903-93, Apxil 2016.

? Seth A. Berkowitz ¢ af, “Supplemental Nutrition Assistance Program (SNAP) Participation and Health Care
Expenditures Among Low-Income Adults,” LAMA Internal Medicine, November 2017.

1 Seth Berkowitz, Hilary K. Seligman, and Sanjay Basu, “Impact of Food Insccurity and SNAP Participation on
Healthcare Utilization and Expenditutes,” University of Kentucky Center for Poverty Research Discussion Paper Series,
DP2017-02, 2017,
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Training program, which funds training and work actvities for unemployed adults who receive
SNAP. '

FIGURE 4
SNAP Benefits Gradually Phase Out as Earnings Rise
$2400
2000 B Monthly earnings

§5 Monthly SNAP benefit

1600
1200
800
400

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%110%120%130%
Monthly earmings as a share of the poverty fine {for a family of 3)

Noter This chart shows the phase out for a famity of three with earned income that claims the $155
standard deduction and the 20 percent earmed income deduction, and that has $1.10 in monthly
shelter costs {the madian value for working households of three with children that have incomes ator
above 125 percent of poverly based on the fiscal year 2015 SNAP Household Characteristics data)
Source: CBPP calculation based on Fiscal Year {FY3 2015 SNAP federal benefit parameters and FY 2015
SNAP household charactedistics data

Because SNAP is an important work support and states have made progress in reaching workers,
the number of households that have earnings while participating in SNAP has more than tripled —
from about 2 million in 2000 to 6.9 million in 2016. The share of SNAP families that are working
while participating in SNAP has also risen: while only about 28 percent of SNAP households with
children and an able-bodied adult had earnings in 1990, 60 percent did so in 2016, according to
Agriculture Department data. (See Figure 5.)
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FIGURE 5

SNAP Work Rates Have Risen, Especially
Among Households With Children and Adults
Who Could Be Expected to Work

Share of households with earnings

== SNAP householids == SNAP households - - All SNAP households
with children with children
and non-eiderly,
non-disabled adult
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Source: CBPP tabulations of Agricutture Department household characteristics data

CENTER ON BUDGET AND POLICY PRIC

SNAP helps workers both when they are between jobs and to supplement low earnings while they
work. Millions of workers are in jobs that provide low pay, can have shifting schedules, and often
lack key benefits such as paid sick leave. These features can contribute to income volatility and job
turnover: low-wage workers, including many who patticipate in SNAP, are more likely than other
workers to experience periods when they are out of work ot when their monthly earnings drop, at
least temporatily. These dynamics lead many adults to participate in SNAP temporarily. Others, such
as workers with steady, but low-paying, jobs, or those unable to work, participate on a longer-term
basis. SNAP’s dual function as both a short-term support to help families afford food during a
temporaty period of low income and a support for others with longer-term needs is one of its
principal strengths.

Because wotkers are more likely to turn to SNAP when they are out of work, looking at work
status among SNAP participants at a given point in time substantially overstates their joblessness.
Many participants receive SNAP for short periods and work both before and after (or work in some
months while on SNAP but are un- or underemployed in other months). Participants are also more
likely to receive SNAP when they are out of work and need more help affording food.

Most adults in SNAP are either working while they participate ot are temporarily out of wotk.
(See Figure 6.) For example, in 2016, about 15.2 million non-elderly adults not receiving disability
benefits participated in SNAP in an average month, according to USDA data. Of those, about 5.7
million had earnings in that month while they were participating in SNAP, leaving about 9.5 million

8
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adults without earnings. Detractors of the SNAP often point to this figure as an indication that the
program is not working, but this assertion is misleading. When one looks closer at the details of this
population, the numbers do not bear out the characterization that SNAP recipients are work
avoidant. Close to half of adults who were not working in a month when they were participating in
SNAP worked within a year, CBPP analysis of Census data finds; this means that about 4.5 million
of those 9.5 million adults are workers patticipating in SNAP during a petiod of unemployment.”
Of the remaining 5 million or so participants without earnings, over one-third are unable to work
due to caregiving responsibilities (most of whom have working spouses); about one-quarter have a
work-limiting disability or chronic health condition, despite not receiving disability benefits; close to
one-third report either going to school or being unable to find work; and the rest report other
reasons, such as temporary inability to work.”

FIGURE &

Most SNAP Participants and Households Work

£ Working in typical month
of SNAP participation

81% 87%

74%

Non-disabled, Households witha  Households with children

non-elderly adults non-disabled, and a non-disabled,
non-elderly adult non-elderly aduit

Neted individuals and households include those who were panticipating in SNAF In a typical
amanth s aud 2012, A worlang househiold refers 0 3 household in which sither the bousehold
head of spouse worked, individuals include any non-disabled aduit who eported
participating in SNAR,

Source: CRPP analysis of SIPF data from 20113002

LEBPP ORG

! This share is from an analysis of data from the Census Burean’s Survey of Income and Program Participation (SIPP)

from 2011-2013 and looks at individuals participating in SNAP in a given month in mid-2012 and their work within one

year of that month. For a full explanation of this data, see Brynne Keith-Jennings and Raheem Chaudhry, “Most

Working-Age SNAP Participants Work, But Often in Unstable Jobs,” Center on Budget and Policy Priorities, March 15,

2018, https: org/research/ food-assistan: 3 i icipants-work-but-often-in-
stable-jobs.

W —WO: - - SRAD -3

12 These are shates from SIPP data applied to Agriculture Department data, since this information is not available in
Agriculture Department data.
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When participants work, they typically work at least half time (at least 20 hours per week), and
usually full time (at least 35 hours per week). Of those non-disabled adults who participated in a
given month in 2012 and worked in the year after that month, about half (52 percent) worked at
least six months full time, and another 19 percent worked at least one month full time.” Only 15
percent worked 20 hours per week for less than six months or worked fewer hours than that for any
length of time.

Most non-disabled adults participate in SNAP for shorter periods, but even those who participate
for longer periods are wotkers who use SNAP to supplement earnings and fill gaps when between
jobs. Close to two-thirds of the adults who ever participated in SNAP in a three-and-a-half-year
period participated in the program for less than two years total.” Regardless of how long these adults
participated in SNAP, however, they worked in the majority of months in which they received
SNAP assistance.

1l. SNAP Prioritizes Program Integrity

SNAP cannot fulfill its primary purpose of helping struggling households afford a basic diet
without maintaining strong program integrity. USDA and states take their roles as stewards of
public funds seriously and emphasize program integrity throughout program operations. Moteover,
the authorizing committees have mandated in SNAP some of the most rigorous program integrity
standards and systems of any federal program. They provide oversight of the program’s accuracy
and fraud detection and prevention systems. These strong systems ensure a high degree of integrity
and accuracy in the program.

When a household applies for SNAP it must report its income and othet relevant information; a
state eligibility worker interviews a household member and verifies the accuracy of the information
using third-party data matches, papet documentation from the household, and/or by contacting a
knowledgeable party, such as an employer or landlord. Households must teapply for benefits
periodically, usually every six or 12 months, and between reapplications must report income changes
that would affect their eligibility.

Numerous measures ensure the accurate assessment of household eligibility duting the eligibility
process, through ongoing checks and reassessment of eligibility. The same is ttue with respect to
the proper use of benefits, an area of fraud prevention and detection where USDA also plays a
significant role. These measures are designed to detect and prevent the occutrence of honest
mistakes, careless errors, systemic mistakes, and the less frequent problem of intentional fraud.

They include extensive requirements that households applying for or seeking to continue receiving
SNAP prove their eligibility, sophisticated computer matches to detect unreported earnings, the
most rigorous quality control (QC) system of any public benefit program, and administrative and
criminal enforcement mechanisms.

13 These individuals may also have worked some months part time, but here we first looked at workers with full-time
work, Here, “full rime” means at least 35 hours per week and “half fime” means at least 20 hours 2 week but fewer than
35,

4 This analysis looks at the group of non-disabled adults who received SNAP at any point in a roughly 3.5-year period
from mid-2009 through mid-2013.
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CRS’s recent report, “Errors and Fraud in the Supplemental Nutrition Assistance Program,” does
an excellent and comprehensive job summarizing the issues. It highlights a few key observations
that bear repeating:

Errors are not the same as fraud. Fraud is intentional activity that breaks federal and/or state
laws, but thete ate also ways that program stakeholders—particularly recipients and states—
may inadvertently err, which could affect benefit amounts. Certain acts, such as trafficking,
ate always considered fraud, but other acts, such as duplicate enrollment, may be the result
of either error or fraud depending on the circumstances of the case.

SNAP fraud is rare, according to all available data and reports. While this report discusses
illegal ot inaccurate activities in SNAP, they represent a relatively small fraction of SNAP
activity overall.

There is no single data point that reflects all the forms of fraud in SNAP. The most
frequently cited measure of fraud is a national estimate of retailer trafficking, which is a
significant, but not the only, type of fraud in the program.

While retailer trafficking and retailer application fraud are pursued primarily by a single
fedetal entity, recipient violations are pursued by 53 different state agencies. This leads to
disparate approaches and disparate reporting.

‘The national payment error rate (NPER) is the most-often cited measure of nationwide
SNAP payment accuracy, but it has limitations,”

Strong Eligibility and Payment Accuracy Backed Up by Quality Control System

SNAP has long had one of the most rigorous payment etror measurement systemns of any public
benefit program. When, under the leadership of this Committee, Congress enacted the Improper
Payments Act in the early 2000s, SNAP was among the few programs to already meet the Act’s high
standards. Fach year states take a representative sample of SNAP cases (totaling about 50,000 cases
nationally) and thoroughly review the accuracy of their eligibility and benefit decisions. Federal
officials re-review a subsample of the cases to ensure accuracy in the error rates. States are subject
to fiscal penalties if their etror rates persistently exceed the national average.

The percentage of SNAP benefit dollars issued to ineligible households or to eligible households
in excessive amounts fell for seven consecutive years and stayed low in 2014 at 2.96 percent, USDA
data show." The wnderpayment etror rate also stayed low at 0.69 percent. The combined payment
error rate — that is, the sum of the overpayment and underpayment error rates — was 3.66 percent,
low by historical standards. The amount of benefits that were not paid as a tesult of improper
denials, i.e. benefits that should have been issued to eligible households who were denied eligibility,
is not captured in this figure.

15 Daniel R. Cline and Randy Alison Aussenberg, “Errors and Fraud in the Supplemental Nutrition Assistance Program
(SNAP),” Congressional Research Service, March 30, 2018, hutps://fas.org/sep/crs/misc/R45147 pdf.

16 2014 is the most recent year for which national data are available.
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If one subtracts underpayments (which reduce federal costs) from overpayments, the net loss to
the government that year from etrors was 2.27 percent of benefits.

The overwhelming majority of SNAP errors that do occur result from mistakes by recipients,
eligibility workers, data entry clerks, or computer programmers, not dishonesty or fraud by
recipients. In addition, states have reported that almost 60 percent of the dollar value of
overpayments and almost 90 percent of the dollar value of underpayments were their fault, rather
than recipients’. Much of the rest of overpayments resulted from innocent etrors by households
facing a program with complex rules,

It should be noted that an overpayment is counted in a state’s error rate whether or not the
overpaid benefits are collected back from households. In fiscal year 2016, states collected about
$402 million in overissued benefits."”

A USDA Office of Inspector General (OIG) report in 2015 drew attention to data quality issues
with SNAP QC etror rates in many states. The report suggested, and USDA later confirmed, that
many states’ review processes risked introducing bias into their measurement process. This raised
concerns that states were not measuring errors consistently across states and that some were taking
extra steps to find a case correct. As a result, USDA did not report national or state-level error rates
for all states for 2015 or 2016. Since 2015, USDA has conducted detailed reviews in all states and
taken action to address the quality and consistency of the measure. Administrator Lipps reported to
the Senate Agriculture Committee in September 2017 that USDA expects reliable SNAP error rates
for 2017 will be released in June 2018". It is worth noting that in the states that USDA identifted in
its detailed reviews as not having any problems, error rates were still below 6 percent in all but one
state and below 5 percent in seven states, including two large states, New York and Arizona.”

The problem of inconsistency and bias in the QC sample is quite serious and we appreciate all that
the OIG, USDA, and states are doing to address it. It’s worth noting, however, that this issue did
not arise from lack of attention to program integrity. SNAP’s QC system (including the level of
resources required to staff it), the penalty structure associated with high error rates, and the public
attention on states with high payment error rates all place enormous pressure on states to address
payment errors.

I cannot overstate the importance that SNAP’s operational culture places on achieving and
maintaining low payment etror rates. USDA and the states monitor SNAP error rates throughout
the year and share best practices. A significant number of federal and state personnel are assigned to

7 SNAP State Activity Report, Fiscal Year 2016, p. 35, https://fns-prod.azureedge net/sites/ default/files/snap/FY16-
State-Activity-Report.pdf.

¥ Statement of Brandon Lipps, Acting Deputy Under Secretary, Food, Nutrition and Consumer Services Administrator,
Food and Nutrition Service, United States Department of Agticulture, Before the Senate Committee on Agriculture,
September 14 2017, hitps; Agr re.senate i ia esti i

1 Prior to revisions in the 2002 farm bill, states were eligible for enhanced funding for superior performance if their
error rates were below 6 percent.
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program integrity.” The crror rate is the major performance measure for accountability at state and
local SNAP offices and even for individual SNAP state eligibility workers and policy officials.

Fear of high error rates has sometimes driven states to adopt policies that reduced program access
— particularly in the late 1990s, when the share of SNAP households with earnings began rising due
to the strong economy and new welfare policies. Low-income earners often experience sharp
fluctuations in their monthly income, making household income difficult to predict accurately for
SNAP benefit calculations. Some states instituted administrative practices designed to reduce errors
that had the unintended effect of making it harder for many wotking-poor parents to paticipate,
largely by requiring them to take too much time off from work for repeated visits to SNAP offices
at frequent intervals, such as every 90 days, to reapply for benefits.

This prompted many analysts and state policy officials from across the political spectrum to call
for policy and quality control changes that would improve working families” access to SNAP, and
led both the Clinton and the Bush administrations to address this problem. There was bipartisan
consensus that requiring a family to be on welfare to receive food stamps would reduce work
incentives and was contrary to welfare reform goals. Congress enacted meaningful, although
relatively modest, changes in 2002 and 2008 to lessen barriers to SNAP participation among the
working poor without compromising program integrity. As I discuss later in my testimony, I am
concerned that some of the House Agriculture Committee’s proposed farm bill changes would
teverse or undermine the key reforms adopted during this period, threatening the gains SNAP has
made with respect to program access. The group most impacted by the House bill would be workers
with low wages. They would face a dramatic increase in paperwork and verification — essentially a
monthly redetermination of eligibility, as well as experience some of the biggest benefit cuts.

SNAP Provides for a Strong Anti-Fraud System

Praud, while relatively rare, is taken setiously in the program. Within the SNAP context, fraud is
defined to mean occurtences where:

*» SNAP benefits arc exchanged for cash. This is called trafficking and it is against the law.
Trafficking involves two parties — typically 2 household and a SNAP retailer.

* A household intentionally lies to the state to qualify for benefits or to get more benefits than it
is supposed to receive.

» A retailer previously disqualified from SNAP due to abuse lies on its application to rejoin the
program.

States and USDA each play 2 role in pursuing these different kinds of fraud, dedicating significant
resources and staff to pursing allegations of fraud and rooting it out when found. My testimony will
briefly cover two of these issues: household fraud and trafficking.

% SNAP benefits are federally funded. States and the federal government share SNAP’s administrative costs, including
certifying eligibility, issuing benefits, and ensuring program integrity.
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Household Fraud

SNAP’s rigorous application process and eligibility review serves as the first line of fraud
prevention. The application process requires an interview with a caseworker and demands that, in
addition to mandated vetification (and often third-party data checks), any questionable information
provided by the applicant be verified. For example, if an individual claims that her rent is $1,000 a
month but that she has no income, this raises the question of how she affords her rent. Ifa
caseworker were to accept such a statement without probing, the case could be in error, because the
client was either confused about what counts as income (i.e., not counting suppott from a family
member) or did not tell the whole truth. The caseworker should follow up on this information at
the interview and require additional verification from the individual before she is approved. States
can set their own filters on what provokes further follow-up based on individual circumstances.

Caseworkers feel approptiate pressure to ensure that benefits ate issued accurately. Thete is the
formal QC review process, and many states conduct quality and accuracy reviews of staff work at
the line manager level. Managets review a certain number of cases from each worker each month,
generally focusing on less experienced workets.

State agencies run database checks to match the information provided by applicants. For
example, if an application lists Social Security as a source of income, the caseworker would check
with the Social Security Administration to verify the amount of the monthly payment. In many
instances a caseworker can reconcile information discrepancies on the application while talking with
the applicant. An area for program improvement would be for Congress to consider providing all
states with this capacity.

Households determined eligible must remain eligible to continue to participate. Households must
report changes that would make them income-ineligible. And many states run third-party matches
throughout a household’s eligibility cycle to continue to check that external information confirms
the household’s circumstances. For example, Congress has mandated that states check with prison
records and state vital statistics to ensure that no member of 2 SNAP household continues to
receive benefits during incarceration or after death.

When a caseworker suspects that a client is seeking to deceive the program, the case is referred to
the state’s fraud unit for investigation. Membets of the public and other state agencies may similarly
report any suspected fraud. Most states prominently display fraud hotlines on their main webpages
ot take other steps to make it easy for the public to report fraud. ™

Many investigations do not result in a fraud finding. Of the roughly 964,000 fraud investigations
in fiscal year 2016, 48 percent of the cases were determined nof to be fraud® If investigators
determine that fraud has occurred, there is typically a hearing to review the facts and enable clients
to respond to the allegations. This helps prevent innocent participants who made unknowing
mistakes from being disqualified.

2 USDA also has a fraud hotline that the public can use 1o report suspected fraud to the agency.
22 SNAP State Activity Report Fiscal Year 2016.
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Persons found guilty of fraud lose SNAP eligibility, and the state pursues the improperly issued
benefits for repayment via SNAP’s claims process. States are eligible to retain a shate of mis-issued
benefits that they collect as an incentive for them to pursue the claims.

Fraud Violation Penalty
First fraud/intentional program violation 12-month disqualification period
Second fraud/intentional program violation 24-month disqualification period
Third fraud/intentional program violation Permanent disqualification from SNAP
False statement with respect to identity or 10-year disqualification period

place or residence in order to receive muitiple
SNAP benefits simuitaneously

In fiscal year 2016, 56,000 individuals were disqualified from SNAP for fraud, up from 47,000 the
ptevious year.”

Trafficking

Another area of program integrity in which SNAP has a strong systems and has made
considerable improvements is trafficking. Trafficking is the sale or exchange of SNAP benefits for
something other than food and typically involves both a retailer and a recipient. USDA monitors
SNAP transactions for patterns that may suggest abuse; federal and state law enforcement agencies
are then alerted and investigate. Retailers or SNAP recipients who defraud SNAP by trading their
benefit cards for money or misrepresenting their circumstances face criminal penalties. Based on the
most recent data, USDA has cut trafficking by three-quarters over the past 15 years.

Over the years, USDA has sanctioned thousands of retail stores for not following federal
requirements. In fiscal year 2017, USDA permanently disqualified approximately 1,700 SNAP
retailers for program violations and imposed sanctions, through fines or temporary disqualifications,
on another 900 stores.” Another possible area for exploration on trafficking prevention is for FNS
to consider its store authotization and monitoting process.

According to the September 2017 USDA-FNS Retailer Trafficking Study® and summarized in
CRS’s recent report on SNAP Error and Fraud,” the national retailer trafficking rate for 2012-2014
was 1.5 percent, up from 1.34 percent in the 2009-2011 study. This means that, during this period,
USDA-FNS estimates that 1.5 percent of all SNAP benefits redeemed were trafficked at
participating stores. Additionally, this study estimated that 11.82 percent of SNAP-authorized
retailers engaged in retailer trafficking at least once during this period.

3 SNAP State Activity Report Fiscal Yeat 2016, p. 2.
2L USDA, “SNAP Retailer Management Annual Report, 2017, hups://fns-
d.azureedge net/sites/default/ files/snap/2017-SNAP-Retailer-Management- Year- End-Summary pdf

2 U.8. Department of Agriculture, “The Extent of Trafficking in the Supplemental Nutrition Assistance Program: 2012~
2014,” August 2013, https://fns-prod.azureedge net/sites/ defanlt/ files/ ops/Trafficking2012-2014.pdf.

2 Daniel R. Cline and Randy Alison Aussenberg, “Etrors and Fraud in the Supplemental Nutrition Assistance Program

(SNAP),” Congressional Research Service, March 30, 2018, https://fas.org/sgp/crs/misc/R45147 pdf.
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The study found that the increase in retailer trafficking was caused by increased participation in
SNAP by smaller stores, which have a much higher rate of retailer trafficking than other stores. The
number of stores newly authorized to participate in the program over the last ten years (FY2007-
FY2016) was about 93,000, and about 63 percent of this growth came from convenience stores. As
of FY2016, convenience stores constitute about 46 percent of all stotes in the program, up from 36
percent in FY2007. Convenience stores account for about 5 percent of total SNAP redemptions but
about 57 percent of retailer trafficking over the 2012 to 2014 period, according to the study. About
20 percent of all SNAP benefits used at authorized convenience stotes are trafficked and about 20
percent of all authorized convenience stores are engaged in trafficking.

These rates ate significantly higher than the national rates for all stores. The increase in SNAP
patticipation by smaller stores appears to correlate to an overall increase in retailer trafficking,
according to USDA-FNS. USDA'’s finding that increased participation by smaller stotes appears to
correlate to an increase in retailer trafficking is an important area for further explotation for program
improvement, Perhaps USDA’s store screening and monitoring process ought to be different for
the types of stores with a higher incidence of trafficking than others.

SNAP Administration Is Efficient

SNAP has low administrative overhead. About 93 percent of federal SNAP spending goes to
providing benefits to households for purchasing food. About 6.5 percent goes for state
administrative costs, including eligibility determinations, employment and training and nutrition
education for SNAP households, and anti-fraud activities. Less than 1 percent goes for federal
administrative costs. In addition to SNAP, the SNAP budget funds other food assistance programs,
including a block grant for food assistance in Puerto Rico and American Samoa, commodity
purchases for the Emergency Food Assistance Program (which helps food pantries and soup
kitchens across the country), and commodities for the Food Distribution Program on Indian
Reservations.

PART Hil: The House Agriculture Committee Farm Bill, H.R, 2

The House is likely to vote on significant legislation that would impact SNAP in the coming
weeks as a part of the 2018 farm bill. The farm bill is the legislation that, among other things,
reauthorizes SNAP, which provides an opportunity to strengthen the program by building upon its
successes and addressing important oversight issues. The House Agriculture Committee passed on
April 18 its version of the 2018 farm bill, H.R. 2. Traditionally, the legislation is bipartisan and
represents meaningful compromise and collaboration within the Committee to improve SNAP.
Unfortunately, the House Agriculture Committee bill did not follow such a path. Its bill, if enacted,
would increase food insecurity and hardship and end or cut benefits for a substantial number of
low-income people.

My organization has produced numetous analyses of the bill’s impact,” including its program
integrity provisions. Here I will provide a brief overview of our assessment and then discuss two
issues in greater depth.

2 Ed Bolen ¢f al, House Agriculture Committee’s Farm Bill Would Increase Food Insecurity and Hardship,” Center on

Budget and Pohcy Pnonnes updated May 1 2018 h;mg [Lwrwrw.cbpp.otg/research/food:-assistance /house-agriculture-
-bill-w .

. Other CBPP analyses available at

16



86

Overview

Overall, the Agriculture Committee’s proposal would reduce SNAP’s effectiveness and put large
numbers of families and individuals at increased risk of hardship.

® The bill contains changes that would cause mote than 1 million low-income households with
more than 2 million people — particularly low-income working families with children — to
lose theit benefits altogether or have them reduced. The Committee would use these benefit
cuts, in part, to pay for a few modest benefit enhancements. But the net effect of all these
provisions would still be a significant benefit cut, and a substantial number of people would
lose benefits altogether. The remaining savings from the eligibility and benefit cuts would go
to expanding state and federal bureaucracies and financing various grant programs outside of
SNAP, at the expense of low-income families and individuals whose basic food assistance
would end or shrink.

o In particular, the plan includes sweeping, aggressive new work requirements that would likely
prove unworkable and do substantially mote harm than good, fueling increases in hunger and
povetty. These provisions would force states to develop large new buteaucracies, but research
suggests they would do little to increase employment. This expensive, risky approach runs
countet to evidence-based policymaking, patticularly since the results from work pilots for
SNAP recipients that the 2014 farm bill established, which are well underway, aren’t yet
available. Moreover, experience suggests that the bill’s work requirements would leave
substantial numbers of low-income people who have various batriers to employment — such
as very limited skills ot mental health issues like depression — with neither earnings #or food
assistance.

o The plan would also impose significant new state mandates and roll back numerous areas of
state flexibility that were designed on a bipartisan basis in prior farm bills to streamline and
modernize program operations and make the program easier for states to administer and for
eligible households, particularly working families, to navigate.

Many of Agticulture Committee Chairman Michael Conaway’s stated themes for the nutrition
package — funding job training, modernizing benefit delivery, strengthening program integrity, and
supporting healthy eating — are priorities that Committee members on both sides of the aisle
broadly share and could have been the basis for 2 meaningful bipartisan bill. In some of these areas,
the bill contains modest, useful proposals. But the Committee broke with longstanding bipartisan
tradition when it passed a package with support from Republicans alone that’s unbalanced, untested,
and likely unwotkable in key areas like its sweeping work requirements — and that would put the
food security and well-being of many low-income families, including working families, at risk.
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TABLE 1
Nutrition Title of House Agriculture Committee Farm Bill Includes More Than $20
Billion in SNAP Benefit Cuts Over Ten Years

CBO 10-Year Cost Estimate

SNAP benefit cuts -$23.1 biliion
SNAP benefit improvements $5.8 billion
New administrative costs and work programs $15.0 biltion
SNAP benefit delivery and other program changes -$0.8 billion
Non-SNAP grants $2.8 billion
Total Nutrition Title* $0 biltion

Details do not add to totai due to rounding.

* Title IV total including $463 million in direct spending and $465 million in increased revenue.

Sources: Congressional Budget Office (CBO), H.R. 2, Agriculture and Nutrition Act of 2018, as ordered reported by the
House Agriculture Committee on Aprit 18, 2018, May 2, 2018, https://www.cbo.gov/system/files/ 115th-congress-2017-
2018/costestimate/hr2_1.pdf.

Program Integrity: A Flawed Approach to the National Accuracy Clearinghouse

Improving progtam integrity and program operations has long been an important goal of the farm
bill. States and USDA often provide the Agriculture Committees with ideas for, or examples of,
important innovations. Moving food stamps to paper coupons to an clectronic benefit transfer
system, shifting applications online, supporting electronic document management systems, and
funding innovative approaches to fraud detection are examples of ideas that have come from this
collaboration. Traditionally, these efforts have been non-partisan in nature.

An example of a program integrity provision that could have garnered bipartisan support
concerns the National Accuracy Clearinghouse (NAC). Section 4001 of the Committee’s bill would
establish a duplicative enrollment database by transforming the NAC into a nationwide, mandatory
effort. Now implemented under a state-initiated contract between Mississippi and LexisNexis, the
NAC lets five participating southern states (Alabama, Florida, Georgla, Louisiana, and Mississippi)
disclose data on their SNAP participants as a means to identify and prevent SNAP participation in
more than one state. An evaluation of the NAC found that fewer than 0.2 percent of SNAP
participants were dual participants (i.e., more than 99.8 percent wete not).” H.R. 2 proposes
expanding the NAC nationwide within two years, which CBO estimates would save $588 million
over ten years,

Expanding the NAC could strengthen SNAP’s program integrity and is a sound concept, but the
Committee’s proposal is flawed. States have indicated that the two-year timeframe to implement a
system actoss all 50 states is ambitious given the limitations of their computer systems and the need
to build business processes that allow them to work with other states to determine if an applicant is
truly attempting to draw benefits twice or if the home state did not take necessary action to disenroll
the individual. A more serious concern relates to the privacy of current and past SNAP participants.
The bill would require USDA to build an enormous database of all SNAP participants that would

= See “National Accuracy Cleannghouse (\AC) Evaluamm Final Report ? PCG, October 2015, p. 9,
NAC-Fi
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include income and other personal information (including Social Security numbers and income and
asset information) that’s well beyond what’s needed to limit duplicate participation. The data, which
states would share with USDA each month, would be stored in the database for many years, if not
indefinitely. When all states participate, the NAC would include personal information on every
SNAP recipient — some 40 million people at any point in time and potentially tens of millions more
over time as others participate in SNAP and then leave the program. This raises concerns about data
security, privacy, and other potential uses of the information. There are also important questions
about under what circumnstances USDA would be permitted to transfer or disclose the data to other
government agencies and for what purposes.

The proposal does not specify USDA’s costs to implement security and privacy protections that
match those of the Social Security Administration (SSA) and Internal Revenue Service for the similar
information they store about millions of Americans. Nor does it appear to provide any dedicated
new funding for such measures, ot to authorize USDA to slow ot pause implementation under the
aggressive timeframe required, if the Agriculture Secretary believed that USDA could not protect the
personal data of Americans. While I have tremendous respect for the agency staff at FNS and
believe they would do their best to secure and protect this information, this would be a significant
undertaking for the agency. Moreover, my understanding is that a federal database such as this
would be subject to Privacy Act obligations, including potential liability for breaches that may result.
As a result, significant security would be essential. Providing the necessary level of security and
privacy requires deep expertise, detailed planning, significant investments, and dedicated staffing.

It’s worth noting that SSA’s cybersecurity budget, which includes both staff and information
technology costs, is over $100 million per year. While the SNAP participant database would be
smaller than SSA’s, the provision would result in FNS, like SSA, holding and secuting private
information for tens of millions of individuals in perpetuity.

Moreover, this approach was unnecessary and does not reflect current best practices for large data
matches. To avoid becoming a target for hackers and to protect prvate information, data security
expetts recommend that a match like the one required to prevent dual participation under the NAC
“ping” — that is, send an individual query for whether an individual is already entolled in SNAP ~—
to the various individual state datasets, rather than have all the data aggregated in one enormous
database. The Federal Data Services Hub, which the Department of Health and Human Services
oversees under the Affordable Care Act, facilitates matches between states and federal agencies and
private vendors rather than gathering all the data together. This provision is one of several examples
of how the bill includes sweeping, untested and unnecessary proposals that would create risks for
low-income Americans if the government does not execute them well. The NAC could have been
designed in such a way that it garnered widespread support and did not raise serious concerns.

Balancing Program Integrity with Program Access

Apart from the harm that individual provisions would cause ot the concerns that they raise, the
bill as a whole would sweep away recent progress in reaching more eligible people. For more than
15 years, since the early 2000s — under Republican and Democratic administrations — Congress,
USDA, and states have streamlined and modernized SNAP in ways that enhanced state flexibility
and balanced strong program integrity with improved access for those who qualify under program

2 88A, FY2019 Congtessional Justification, page 187, https://www.ssa.gov/budget/FY19Files/2019C],
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rules. These efforts have resulted in more efficient and effective administration, as demonstrated by
higher participation among eligible households and strong payment accuracy.

Those efforts began as a response to the unanticipated problems stemming from the 1996 welfare
law, which not only radically restructured cash assistance by creating the Temporary Assistance for
Needy Families (TANF) program, but also included deep benefit cuts in SNAP (then called food
stamps) and a three-month limit on SNAP participation for certain unemployed childless adults. In
the first years after the law’s implementation, SNAP participation and costs plummeted far more
than federal policymakers had anticipated, due in large part to a substantial drop in the share of
cligible families receiving SNAP. Because of problems in state administrative systems in the first
yeats of the welfare law, many families moving from welfare to work and joining the ranks of the
working poor were cut off SNAP when they left welfare, even though they remained eligible for
SNAP.

Aggravating this problem, some states instituted administrative practices in those years that had
the unintended effect of making it harder for many working-poor parents to participate, largely by
requiting them to take too much time off from work for repeated visits to SNAP offices at frequent
intervals (such as every three months) to reapply for benefits. This prompted many analysts and
state policy officials from across the political spectrum to call for reforms that would improve access
to SNAP for low-income working families.

As noted above, both the Clinton and the Bush administrations acted to address this problem,
reflecting a bipartisan consensus that to make it difficult for families to receive SNAP assistance if
they left welfare for low-wage work would reduce work incentives and contradicted welfare reform
goals. Congress enacted meaningful, although relatively modest, changes in 2002 and 2008 to lessen
barriers to SNAP participation among the working poor. Critical to this effort were changes that
reduced both the number of trips that low-wage working houscholds had to make to the SNAP
office and the reporting and documentation they needed to provide of non-essential changes to their
circumstances. As a result, the percentage of eligible individuals in low-income working families that
receive SNAP rose by more than two-thirds: from 43 percent in 2002 to more than 70 percent in
recent years. These gains were maintained during and after the recent deep recession.

The House farm bill would move the program backwards with respect to access by mandating and
incenting states to dramatically increase paperwork, verification, and likely office visits. These
changes would surely compromise program access, particularly among working families. Beginning
in 2021, an estimated 7 million people, including 1.5 million adults working morte than half time,
would have to prove esery month that they met the new 20-hour-a-week work tequirement or were
exempt. These individuals are in some 30-40 percent of SNAP houscholds. This extraordinary
increase in requirements, affecting both participants and states, would put millions of families at risk
of losing benefits due to bureaucratic error. Any clerical slip-up, by workers or caseworkers, could
result in lost benefits. The bill includes numerous other provisions that would demand more
documentation and verification.

In addition, the bill would set SNAP’s allowable payment etrot threshold at $0. As noted above,
SNAP has a QC process to ensure the accuracy of household eligibility and benefit amounts. States
must sample a representative number of cases each month and state QC staff thoroughly review the
accuracy of the original eligibility determination and benefit level. USDA further reviews a subset of
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these reviews and, based on these reviews, annually reports state overpayment and underpayment
errot rates; states can be assessed significant penalties for above-average error rates.

To encourage states to focus their payment integrity efforts on the costliest types of errors,
SNAP’s QC rules have long had a “tolerance” level below which error amounts do not count
toward the state’s error rate. The current level, set by the 2014 farm bill, is $37, with annual
adjustments for inflation. From 2000 to 2009, the QC toletance level was set at $25 with no
adjustments for inflation, but in 2009 Congtess temporatily raised the tolerance level to $50 in the
Recovery Act to acknowledge states’ concern that the Recovery Act’s temporaty benefit increase
would raise states’ errot rates without indicating fault in program administeation. The Committee’s
proposal would eliminate the etror threshold altogether and set the amount at zero.

By definition, this would increase SNAP’s payment errot rate by including more small etrors in
the calculation® It would also impede states from focusing on larger errors by including any small
error that results from a minor mistake. Some states would almost certainly respond by requiring
more paperwork, such as six weeks of pay stubs rather than the typical four weeks in order to verify
income, and by imposing other rules (such as more frequent interviews) that aim to reduce errors
but would likelier create administrative burden and deter access to the program or reduce benefits.

It’s also unclear how this change would interact with the bill’s monthly assessment of eligibility
relative to required work or training. If a SNAP participant reported increased work hours in a
given month, would the state then need to demand earnings verification and recalculate her benefits
in order to avoid a payment error? We are deeply concerned that the combination of these two
provisions will result in states feeling obligated to demand a signifcant increase in paper
documentation of changes in household circumstances, a problem Congress resolved years ago.
Program operators learned in the late 1990s the difficulty of issuing benefits in precisely accurate
amounts to workers. If program rules do not accommodate the vety natural fluctuations in income
and circumstarnices that households — particularly working households — have, states would feel
significant pressure to require wotkers to document both their hours and earnings each month.

Conclusion

SNAP is efficient and effective. It alleviates hunger and poverty and has positive impacts on
recipients’ long-term outcomes. And, it has exacting standards with respect to eligibility
determination and overall program integrity.

Over the many years that T have worked on this program, Congress, USDA, and states have
endeavored to maintain SNAP’s successful structure and design while also changing the program to
better meet the needs of underserved groups (such as working families and seniors) and testing or
implementing new ideas to improve program efficiency without compromising
effectiveness. Unfortunately, the House Agriculture Committee proposal would weaken SNAP’s
ability to meet low-income households’ food needs, increasing hunger and hardship. Given the
mounting evidence of SNAP’s critical role in improving health and well-being, I urge Congress to

30 Government Accountability Office, “Supplemental Nutrition Assistance Program: Policy Changes and Calculation
Methods Likely Affect Improper Payment Rates, and USDA Is Taking Steps to Help Address Recipient Fraud,” July 6,

2016, GAO-16-708T, hups://www.gao.gov/assets/680/678339.pdf.
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look at ways to strengthen SNAP, not compromise its ability to meet the basic nutrition needs of
struggling Americans.
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Mr. JORDAN. Thank you, Ms. Dean.

The gentleman from Alabama is recognized for 5 minutes of
questioning.

Mr. PALMER. Thank you, Mr. Chairman.

I was listening to your testimony, Ms. Dean, and I find it inter-
esting, some of the things that you quoted there, about how this
will harm people to go to work.

I grew up dirt poor. I mean, my father had an eighth-grade edu-
cation. He’s blind in one eye. And I was able to get out of that situ-
ation by working, not by going on a government program.

What I want to point out to you is, work requirements were im-
plemented in the State of Kansas, and I just want to read some of
the results.

Jason, who was previously unemployed and was on food stamps
for 4 years, after the work requirements, he got a job, and he is
earning $45,000 a year.

Do you have a problem with that? I didn’t think you did.

Amy was previously unemployed. She was on food stamps for 2
years. She is now earning $27,000 a year.

Matt was on food stamps for years. He is now earning $34,000
a year.

Sarah was on for 3 years. She is earning $37,000 a year. And I
could go on.

The thing that really bothers me about all this is that it comes
across to me that some folks really do want to see people remain
dependent on the government, and that, I just can’t believe it.

I mean, I am going through the farm bill. I've read the provisions
in it for the improvements in SNAP and giving people the ability
to stay on food stamps while they are getting job training or get-
ting a job or volunteering, and it is just beyond my comprehension
Ehat anybody would oppose that for able-bodied adults without chil-

ren.

I have even heard one of my colleagues say that it would violate
child labor laws, and I just want to emphasize, this is able-bodied
adults without children. It doesn’t violate any child labor laws.

I will tell you the opposition to it violates the laws of common
sense. I really believe that.

Mr. Adolphsen, one of the reasons the current work requirements
in SNAP have been largely ineffective is the widespread use of
waivers, as you pointed out. And I think it is the GAO report, Ms.
Larin, you point out that only about 0.5 percent actually took ad-
vantage of the training. Out of 43 million people, only about
200,000, is that correct?

Ms. LARIN. Yes, 0.5 percent of SNAP recipients participated in
the SNAP E&T program. The vast majority of SNAP recipients are
not able-bodied adults. Many are exempt from work requirements.
Those include children, the elderly, the disabled. But 15 percent
were work registrants in 2016.

Mr. PALMER. That would be about 6 million, right?

Ms. LARIN. Yes, that is correct.
| Mr. PALMER. Fifteen percent of 43 million is a little over 6 mil-
ion.

My point here is that there are, right now, about 6 million avail-
able jobs. If that 15 percent of able bodies who do no work entered
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into the work force, we could pretty well fill those positions and
still provide the benefits to the people who truly need them, the
disabled, the low-income families with children.

One other statistic on this that gets me is that I believe about
63 percent of the people who are on food stamps, Mr. Adolphsen,
correct me if I'm wrong, are under 35 years old. Is that correct? No,
a little over half, a little over 50 percent of people on food stamps,
on SNAP benefits, are under 35. Is that correct?

Mr. ADOLPHSEN. That sounds right, Congressman.

Mr. PALMER. Yes, and I think a little over 40 percent of those are
men.

This is the guy that was sitting on the front porch, Mr. Chair-
man, drinking, you said, a cup of coffee. He may have been drink-
ing a beer, I don’t know. I didn’t drive by. That really bothers me,
again, having grown up the way I did and knowing that the only
way out of that situation is a good job, a good-paying job.

As my colleague from Illinois pointed out, that is the best anti-
poverty program, a good-paying job. It is the best thing to do for
an individual’s health.

Would you agree with that, Mr. Adolphsen?

Mr. ADOLPHSEN. Yes, I think we have seen the results in States
that have brought work requirements back into play. In my home
State of Maine, just a year after implementing that requirement,
the incomes of those individuals that left food stamps more than
doubled in just 1 year.

You mentioned Kansas. We have seen that work. I think people
aren’t participating in E&T because it’s not required. It’s typically
done only as a voluntary thing, and there’s no penalty if they don’t
work or if they don’t participate.

Mr. PALMER. Mr. Chairman, my time has expired. I just want to
close with this, that as a result of the tax cuts and JOBS Act, we
now have record unemployment. We have higher wages. There are
over 6 million job openings, and the economy is poised to grow at
an even greater pace. I cannot think of a better time than this
right now to help low-income families get out of poverty, get off
government dependence, and get a job and really get themselves
onto a brighter future.

I yield back.

Mr. JORDAN. I thank the gentleman.

The gentleman from Illinois is recognized, the ranking member.

Mr. KRISHNAMOORTHI. Ms. Dean, I think that Mr. Palmer had
some points he made, and I think a couple of them were directed
toward you. Do you want to respond to any of those?

Ms. DEAN. Thank you so much.

If T have left anyone with the impression that we don’t believe
at the center that work is the single most powerful pathway out
of poverty, then I did a poor job. Of course, work is crucial to family
well-being and economic success. That is why the center does so
much work on key work supports, like the earned income tax cred-
it, Medicaid, and SNAP, which is a program that supports low-
wage working families.

The problem is that a lot of work does not pay. So in Mr. Jor-
dan’s example, the custodian at the second-shift plant and the
teacher’s aide in that second-grade teacher’s class could well be
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SNAP participants with inconsistent hours, low pay, and no bene-
fits. So the program does play a vital role in supporting work.

The concern I have about H.R. 2, and I'll just be brief on this,
is that before you even get to the question of the work require-
ments and whether the services that would be offered would be the
quality kinds of things that Mr. Lipps talked about earlier, 7 mil-
lion people would have to file a form every month demonstrating
that they were working 20 hours a week or were exempt.

And this is where I think we talk about people getting caught in
a net. A mom with a young kid who was sick has to prove that the
child was truly sick to the satisfaction of a caseworker. We are sug-
gesting that large, massive bureaucracies can make mistakes and
put benefits at-risk. So we are putting benefits to families with
children and workers at-risk, and that is a deep, deep concern.

So thank you for the opportunity. I'm sorry. I should let you get
back to your question.

Mr. KRISHNAMOORTHI. So kind of explain to us how, as you men-
tion, if H.R. 2 were to go into existence or be passed, that a million
additional people would essentially go hungry without the food
stamp assistance that they would receive otherwise.

Ms. DEAN. I want to be careful about “going hungry.” That is an
important and powerful term. I think we believe, without food as-
sistance, absolutely, hardship will increase, and families would be
at-risk.

CBO does say, for example, 400,000 working families with nearly
a million people would be terminated from food assistance under
the bill, which would repeal an option that States have to extend
the program. That is just making their lives more precarious.

You are an example of a child that benefited from ensuring
steady, stable nutrition during key developmental years.

Mr. KRISHNAMOORTHI. I think that is one of the fundamental
issues here, which is that children are in so many of these families
that receive this SNAP assistance. Through no fault of their own,
through nothing that they had to do with a mistake on paperwork
or bureaucratic errors, or anything like that, they may go without
the essential food assistance that they have come to rely upon. Is
that fair to say?

Ms. DEAN. That’s right. It’s an untested scheme, which is really
unfortunate, because the last farm bill included $200 million to test
very robust demonstration projects to look at different interven-
tions around work, so that Congress would have a better sense of
what works and what doesn’t before obligating billions of dollars to
a new system. In the end, it’s true, it’s poor families who are at-
risk under this approach.

Mr. KRISHNAMOORTHI. Tell us, again, how many children will go
at-risk of losing food assistance because of H.R. 2?

Ms. DEAN. Sorry, I don’t have that number at the ready, but a
significant share of the 2 million are families with kids.

Mr. KRISHNAMOORTHI. I understand. Ms. Dean, your testimony
discussed the positive impacts that SNAP has had in reducing hun-
ger and poverty in our country, yet, I've also heard people say that
our investment in antipoverty programs such as SNAP has not had
any impact on reducing poverty. So can you kind of help us under-
stand the discrepancy in these perspectives?



95

Ms. DEAN. It absolutely has. The official poverty measure doesn’t
include the value of income transfer programs like SNAP. So that
is why the Census Bureau recommends using an alternative meas-
ure, the supplemental poverty measure, which adds it back in.

When you add the value of transfer programs, SNAP lifts, for the
most recent year available, more than 8 million people out of pov-
erty, 4 million children. So poverty experts agree, it is totally ap-
propriate and preferable to include the value of transfer programs.
When you do that, you see the powerful impact that the safety net
has on addressing poverty.

Mr. KRISHNAMOORTHI. Thank you, Ms. Dean.

Thank you. I yield back.

Mr. JORDAN. I thank the gentleman.

The gentleman from Tennessee is recognized, Mr. Desdarlais.

Mr. DESJARLAIS. Thank you, Mr. Chairman.

Mr. Lipps, you mentioned in your testimony that SNAP is in-
tended to support the transition of able-bodied adults to stable em-
ployment. Would you agree that there is a lack of available data
from USDA in regards to the amount of time individuals actually
receive the benefits?

Mr. Lipps. Yes, Mr. Desdarlais. We have some data on that, but
it is mostly survey data. We don’t, at the national level, have accu-
rate data held on that.

Mr. DESJARLAIS. So would you agree, then, that it would be very
difficult for us to judge the effectiveness of the program in
transitioning people off of welfare if we don’t even know how long
they are on the program?

Mr. Lipps. Yes, sir. I think the more data that we at FNS are
able to have, the better we can serve recipients.

Mr. DESJARLATS. How do we fix that?

Mr. Lipps. I think we need to make sure that we can have access
to that type of data. States need to be measuring when people are
moving on and off of work.

Ms. Dean added some follow-up to my statistics on the number
of people not working. I don’t disagree with those, but I think part
of the problem is that so many of these individuals churn on and
off work, and the employment and training program is about help-
ing people find long-term, stable employment, and that is what we
should be measuring on these people.

Mr. DESJARLAIS. States currently receive bonuses for meeting the
minimum requirements for administering the program. Is that cor-
rect?

Mr. Lipps. That’s correct. Yes, sir.

Mr. DEsJARLAIS. Okay. Do you also think that these bonuses
may incentivize States to potentially falsify their records to become
eligible for these bonuses? And how much are these bonuses?

Mr. Lipps. The OIG did suggest in their investigation that that
was a factor in what States did. The bonuses are $24 million a
year.

Mr. DESJARLATS. To all States?

Mr. Lipps. To States. I believe we give them to eight States with
the best error rates and a couple additional States on improved
error rate.
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Mr. DESJARLAIS. So they are actually sending money to these
States for doing a good job of signing people up to the program.

Mr. Lipps. For processing them well, yes, sir.

Mr. DESJARLAIS. It is often reported by States that their error
rate is extremely low or even zero. Would you agree that it is im-
portant to point out that, under current law, the threshold for er-
rors is actually $37?

Mr. Lipps. Yes, sir. That is important to know when calculating
what the error rate is.

Mr. DESJARLAIS. Do you think that should be changed?

Mr. Lipps. I think it is important that we accurately report what
the actual errors are and what people judge that to be. Yes, sir.

Mr. DESJARLAIS. So if the threshold is $37, can you speculate
how much money may be being overlooked?

Mr. Lipps. I can’t speculate on that exactly, but if you consider
that the average benefit is $123, T believe $37 is a significant per-
centage of that.

Mr. DESJARLAIS. Yes, I would agree.

Mr. Adolphsen, you mentioned in your testimony something
known as broad-based categorical eligibility, or BBCE. As I pointed
out earlier, we have an extreme lack of data when it comes to
SNAP recipients. Would you agree that broad-based categorical eli-
gibility, which waives the asset test, is a contributing factor?

Mr. ADOLPHSEN. Yes, sir. Since we don’t collect assets at all, we
have a limited view of the income and resources available to a
household.

Mr. DESJARLAIS. Can you go into some more detail on additional
problems associated with the BBCE?

Mr. ADOLPHSEN. Sir, the broad-based categorical eligibility relies
on a gimmick where States convey a TANF-funded document, usu-
ally a brochure, to a recipient, making them eligible. So by handing
them a TANF-funded document, and some States don’t even actu-
ally give it to them, that confers automatic eligibility on them and
waves the asset test. It also allows their income level to be much
higher than traditional eligibility.

Mr. DESJARLAIS. Isn’t that kind of cheating the system?

Mr. ADOLPHSEN. I believe it is, and, unfortunately, an increas-
ingly large percentage of cases are found eligible through that door.
I believe it is over 65 percent, at this point.

Mr. DEsJARLAIS. Would you say it is possible that some of these
programs that are cheating the system are also the States where
these performance bonuses are going?

Mr. ADOLPHSEN. That is fair to say. I do know the current
version of the farm bill eliminates broad-based categorical eligi-
bility as well.

Mr. DESJARLAIS. Right. I agree. As you point out in your testi-
mony, there is quite a bit of confusion when it comes to who faces
a work requirement for SNAP and who is exempt, which often
leads to States not appropriately enforcing work requirements.
Would you agree that, instead of several confusing categories, it
would be more effective to simply have one category of work-capa-
ble adults from age 18 to 59 with exemptions being for those who
were pregnant, mentally or physically disabled, or a guardian of a
child under age of 6?
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Mr. ADOLPHSEN. Yes, without a doubt, all able-bodied adults
should have a requirement in place, a work requirement.

Mr. DESJARLAIS. I think that is an issue that over 80 percent of
America agrees on, whether you are Democrat, independent, or Re-
publican, so I think that is a winning issue.

And I yield back my time.

Mr. JORDAN. I thank the gentleman.

We now recognize the gentlelady from New Jersey for her 5 min-
utes.

Ms. WATSON COLEMAN. Thank you, Mr. Chairman.

I agree with everyone that every able-bodied person in this coun-
try who has the skills and the opportunity, and is free of discrimi-
nation, should be working, and that the work that they have
should pay a living wage so that they don’t have to supplement it
with any kind of government assistance.

I recognize that SNAP costs a $1.40 a meal, and we are sitting
here having this long discussion, making assumptions about people
sitting on their porches, not knowing what the hell their problem
or issue may be, not even defining what able-bodied might be,
when we had no discussion on passing an incredibly, incredibly
generous, outrageous tax bill to the wealthiest 1 percent of this
country, and we had not a hearing, not a committee meeting, not
a vetting, not a darn thing, just an opportunity to vote yes or no,
and I voted no.

I am offended that we make assumptions about people who we
may think are able-bodied or should be working when they are only
receiving minimal help from the government in order to ensure
that they are nutritiously cared for, even if they have children or
don’t have children.

The richest country in the world needs to spread some of that
generosity to those who need it the most. No one—no one—should
be hungry. And no one—no one—should be questioned about
whether or not they are eligible for a $1.40 a meal. And this is very
offensive to even have this discussion here right now.

I want to ask, who represents the nonprofit? You, Mr. Adolphsen.
What does your nonprofit do?

Mr. ADOLPHSEN. Our nonprofit is a public policy think tank that
focuses on welfare and health care issues.

Ms. WATSON COLEMAN. Thank you. So did you all have any opin-
ion on the tax bill, the tax initiative that was passed most recently?
And if so, what was it?

Mr. ADOLPHSEN. We do not engage in tax policy, but I think it
is fair to say that, in part because of that tax cut, that work now
pays like it never has before.

Ms. WATSON COLEMAN. Do you have an understanding that the
situation of work availability has a lot to do with the communities
in which you live, the education which you have had, and the color
of your skin or your ethnicity?

We are having this Pollyanna discussion as if there is equality
in this country. There has never been equality in this country. In-
equality is at its absolutely highest level right now.

So I am particularly offended to sit here and listen to either my
colleagues or those who are testifying to suggest that there are peo-
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ple who are gaming a system at a $1.40 a meal when 1 percent of
this country has gamed an entire economy.

Ms. Dean, I want to thank you for the work that you do and for
the information that you have shared with us. I know that you
must agree that there needs to be better monitoring devices to en-
sure that those few who shouldn’t receive these benefits don’t re-
ceive these benefits. Do you have anything that you would like to
contribute along that line?

Ms. DEAN. Thank you for the opportunity. Actually, 2 years ago,
I testified before a different set of subcommittees, as well as the
House Agriculture Committee.

We have suggested that States be given better access to some of
the kind of data systems that were built for health coverage,
healthcare.gov, that HHS has a big data system that we think
would give States quick assess when they are talking to someone
to verify what they are saying.

We do support the proposal to create a National Accuracy Clear-
inghouse. We just have serious concerns about the way it has been
proposed in the farm bill.

I think also an increase in resources for fraud investigators, both
at the Federal level and at the State level, is a welcome idea. Un-
fortunately, the farm bill didn’t do that.

May I jump in on one point that was raised?

Ms. WATSON COLEMAN. If you do it really quickly, because I have
a question for Ms. Larin.

Ms. DEAN. Absolutely. I just want to raise a point about the suc-
cess that has often been touted about Kansas and Maine. I do
think that often what is reported is what happened after the inter-
vention, but there is no actual comparison data relative to what we
would’ve seen in the absence of the intervention.

When you compare employment and earnings rates post-inter-
vention to a year prior, there is virtually no difference. I think that
is really crucial in an evidence-based environment, to not pursue
an approach without a robust assessment of the facts.

Ms. WATSON COLEMAN. Thank you so much.

Ms. Larin, I guess you are best to answer this question. You said
that there is a certain percentage of these improper payments that
were made. What percentage was that? And what percentage of
those were determined to be fraudulent payments, as opposed to
improper payments?

Ms. LARIN. Improper payments and fraud are two completely dif-
ferent things.

Ms. WATSON COLEMAN. I know that.

Ms. LARIN. Right.

Ms. WATSON COLEMAN. I'm not sure everyone does, but I know
that.

Ms. LARIN. Yes. So improper payments occur when a beneficiary
either gets too much or too little.

Ms. WATSON COLEMAN. So what percentage? I am asking a really
specific question here. What is your knowledge of the percentage
that are improper? And of that improper, what percentage is actu-
ally fraudulent payments?
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Ms. LARIN. We do not know. The only fraud rate that USDA
measures is retailer trafficking, which does not cover recipient
fraud, so we have no idea what the recipient fraud rate is.

Ms. WATSON COLEMAN. Thank you.

My time is up. I yield back. Thank you very much.

Mr. JORDAN. I thank the gentlelady.

The gentleman from North Carolina is recognized for 5 minutes.

Mr. WALKER. Thank you, Mr. Chairman.

Under the Obama administration, SNAP recipients went from 28
million to 44 million. That is a 64 percent increase. The population
under that same time increased by 6 percent.

Ms. Dean, how do you explain that? What would be your rea-
soning for that kind of spike?

Ms. DEAN. I have two reasons.

First was the extraordinary economic downturn that occurred as
the Bush administration was ending and the Obama administra-
tion was beginning. That was the primary driver of enrollment.

But the second is that the share of eligible people was on the
rise. So the program now serves, I believe, over 80 percent of eligi-
ble people relative to fewer than 75, so even if the economy im-
proves, the program will be serving

Mr. WALKER. Okay, what is the point of transition off such a pro-
gram? I mean, do you have a plan or thought about how you would
transition people back into the work environment?

Ms. DEAN. I think what we have now, which is a growing econ-
omy and a low unemployment rate, is the best path.

Mr. WALKER. Well, we have I know in our community and many
others many wages starting at $13 to $15 an hour, and it is a prob-
lem to find people because of the level of some of these government
benefits.

My friends like to make this a humane argument, but what is
humanitarian about keeping people trapped at this poverty level
boggles my mind.

I think we have failed the American people when we begin to
perpetrate the idea that by adding people more to a program some-
how creates a success. Our ultimate goal would be, how do we tran-
sition people off the government entitlement programs such as
SNAP?

Obviously, there are kids and there are family situations who we
want to back up and support, but for many people, the able-bodied
adults, the people that we are talking, it is a God-given, created
ability that many people have different skills and unique talents.
And when we put up roadblocks—to me, that is a travesty—to be
able to encourage and to motivate people back into the work force

Ms. DEAN. If I may ——

Mr. WALKER. I am sorry. I don’t have time to respond right now.
If I do at the end of the question, I will come back to you.

Mr. Lipps, what is the total number of SNAP recipients for the
last fiscal year?

Mr. Lipps. Forty-two million, two hundred thousand.

Mr. WALKER. And what is the total estimated cost of benefits for
those recipients?

Mr. Lipps. Sixty-three billion, seven million.



100

Mr. WALKER. Okay. For that large of a population, I am sure
that USDA and/or maybe FNS has ways to prevent improper pay-
ments. Are there any methods or programs of identifying improper
payments within USDA FNS?

Mr. Lipps. Yes, sir. FNS provides a lot of technical assistance to
States, and they have a lot of training programs. Our quality con-
trol system is our measure of how well we are doing in improper
payments.

Mr. WALKER. Can you describe the current process or program
by which the payments are identified?

Mr. Lipps. Yes, sir. So the quality control process is the issue
that we did have a problem with States inserting bias into the
process in years past. Prior to my arrival and continuing now, FNS
has done a great job of revising that process both at the Federal
and State level so that we will be able to report an error rate to
you this year.

Mr. WALKER. OMB recently tried to address the issue of im-
proper payments with a National Accuracy Clearinghouse, the
NAC, in Alabama, Georgia, Florida, Louisiana, and Mississippi.
Has this program resulted in any significant reduction in dual
SNAP participation?

Mr. Lipps. Yes, sir. It was only tested in a few States, so on the
size of 40 million recipients. It is difficult to say what is significant,
but we think that any ability to root out fraud in the program is
significant, so we did recommend in the President’s budget that
this be expanded nationwide.

Mr. WALKER. Very good. How do you compare this to the current
PARIS system?

Mr. Lipps. The National Accuracy Clearinghouse provides a lot
of opportunity that PARIS does not. PARIS is not a real-time check
on dual participation and has some other issues that can be fixed.

Mr. WALKER. Fair enough. Thank you. If adopted, does FNS have
an estimate for total savings across a 10-year period using the
NAC, or the National Accuracy Clearinghouse?

Mr. Lipps. Yes, sir. The estimate in the President’s budget was
roughly $1 billion over the baseline.

Mr. WALKER. And I gave my word to Ms. Dean that I would come
back if I had an extra question. I want to honor that, but let me
preface it by saying this. Republicans are trying to be presented
here as non-compassionate. I spent much of my life working the
inner cities of Cleveland, New York, Baltimore. This is about hope,
not judgment. This is about being able to help families and people
find a way to fulfill their God-given gifts and skills and talents,
with which we are all uniquely created. That is why we are pas-
sionate about this.

How do we help? How do we transition this without continuing
to create more and more government systems and adding millions
and millions of people on those roles?

I want to yield back. I have 30 seconds. I yield that time back
to you.

Ms. DEAN. I just wanted to say, I think the true measure of suc-
cess is no food insecurity and no poverty. We tout enrollment in
SNAP as, I guess, a step along the way to that, because it is so
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successful in addressing hunger and food insecurity, but the goal
is a country without those two problems.

Mr. WALKER. But when we see a spike from 28 million to 44 mil-
lion, 64 percent, that ought to trouble us, not encourage just to say,
hey, we are serving, as we have heard today, we are serving the
American people. For able-bodied adults, there is a better way, and
we must work to find it.

Thank you, Mr. Chairman. I yield back.

Mr. JORDAN. I thank the gentleman.

The professor from Maryland is recognized.

Mr. RASKIN. Mr. Chairman, thank you very kindly.

First, I just want to say that I agree that all able-bodied Ameri-
cans should be engaged in productive work and not sitting around
all day tweeting or filing bankruptcy or watching TV. And as
Chairman Jordan points out, that can get the rest of the population
very angry, to see people who are not participating in a meaningful
way in the work force.

Now, the premise of some of the questions seems to be either you
are collecting SNAP benefits, or you were working. And that puz-
zled me, because I always thought that working people could get
SNAP benefits if they were otherwise eligible.

Ms. Dean, can you clarify that for me?

Ms. DEAN. You are absolutely correct. Unfortunately, too many
jobs pay too little or offer too few hours, so we have millions of peo-
ple who qualify for SNAP. About, of the working-age folks on the
program, I think 65 percent include a worker of the able-bodied
definition.

Mr. RaskIN. All right, so I want to be clear about that. You are
saying nearly two-thirds of the people who receive SNAP benefits
are able-bodied working people who are, in fact, working but not
making enough money to support their family in a way to avoid
food insecurity?

Ms. DEAN. Within that able-bodied age group. The number is
even higher amongst families with children. Of course, if you look
whether they were working before or after on SNAP, it is even
higher. SNAP is there both as a form of unemployment insurance
and a low-wage supplement.

So again, when thinking about work interventions, it is impor-
tant to think about who we are targeting, an individual who will
rapidly reemploy within a month or so on their own and, therefore,
spending money on expensive training might not be the best first
solution. Is it someone who actually needs more robust interven-
tion, or is there something else going on?

Mr. RASKIN. But I was moved by Chairman Jordan’s instructive
example at the beginning of two people going off to work, the third
person sitting at home, watching TV, tweeting all day, whatever,
and those people feeling uncomfortable or irritated about it.

But in fact, because of the work requirement, that person is like-
ly to get in trouble, if they are really ripping off the system, if ev-
erything is working right. It is more likely that one of the two
going to work could be using SNAP benefits for their family. Is that
right?
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Ms. DEAN. I think I gave the example of other folks in their
workplace who might be earning lower wages and would benefit
from the program. Yes, absolutely.

Mr. RASKIN. Okay. But in any event, it is misguided for us to
think of the collection of SNAP benefits as somehow opposed to
work when, in fact, as you are saying, a majority of the people col-
lecting SNAP benefits are working.

Ms. DEAN. Yes, you are correct.

Mr. RASKIN. Okay. So, Mr. Adolphsen, let me just ask you quick-
ly, do you think that Americans have a strong work ethic?

Mr. ADOLPHSEN. Yes, I think we are the greatest country in the
world, and we are built on hard work.

Mr. RASKIN. All right, good. Then we agree on that. Thank you.

So I want to come back to what the work requirements are cur-
rently for people in the law.

Ms. Dean, could you recite for us what the work requirements
are for people who are nonetheless still applying for SNAP bene-
fits?

Ms. DEAN. Sure. There are two categories.

The first is the population between 18 through age 59 without
children under age 6 and who are not essentially receiving a dis-
ability check or are very ill. That group has to register for work,
and they are the pool of people that States can obligate or offer job
training to.

States have a lot of flexibility on who they decide to enroll. So
when Ms. Larin said only 200,000 were enrolled, that is not be-
cause the other group was refusing. It is because that’s the group
that States are serving.

The second group, a subset of that, is between the ages of 18 to
49. They are subject to a 20-hour-a-week work test. They may not
participate for more than 3 months out of any 3 years unless they
are exempt, and that group is not offered a job training slot as a
condition of work. States can, but the vast majority don’t. So we
call it a time limit, not a work requirement.

Mr. RASKIN. Okay.

Ms. Larin, I wanted to come to you about a question, which is,
States presently have the flexibility, as I understand, the discre-
tion, to impose additional requirements on recipients for work. Are
there any Federal restrictions on their ability to do that? What are
some of the restrictions that States have imposed beyond the Fed-
eral requirements?

Ms. LARIN. I am not familiar with individual States.

Mr. RASKIN. Okay. I can research that separately.

Ms. Dean, let me come back to you. I know that your think tank
has worked on tax policy, and I have been able to benefit from that.
Were there any work requirements imposed on the big tax bill that
gave hundreds of billions of dollars to wealthy investors? Did we
require them to prove that they were actually working, the way we
require under the SNAP program?

Ms. DEAN. I am not an expert on that subject, but I believe the
answer to that is no.

Mr. RASKIN. They could be collecting the income passively
through corporate dividends and interest and so on.

I yield back, Mr. Chairman.
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Mr. JORDAN. Yes, but it is their income. I mean, it is sort of a
fundamental difference. It is not the taxpayer dollars getting fun-
neled through government.

Mr. Adolphsen, let me just run through some basics here.

What is the food stamp, overall, SNAP program population
today? What is that number? How many people?

Mr. ADOLPHSEN. Forty-two million.

Mr. JORDAN. And has that increased or decreased in the last dec-
ade?

Mr. ADOLPHSEN. That has increased.

Mr. JORDAN. Increased from what to what? Do you know the
numbers?

Mr. ADOLPHSEN. Seventeen million in 2000 from 28 million in
2008.

Mr. JORDAN. A significant increase, right? How about in dollars?
What are we spending on it right now?

Mr. ADOLPHSEN. It has been as high as nearly $80 billion. It is
at about $70 billion right now.

Mr. JORDAN. And what was it before? Less than half of that?

Mr. ADOLPHSEN. Less than half of that.

Mr. JOrDAN. All right. And then how many of that 42 million are
in this category we keep talking about, able-bodied adults?

Mr. ADOLPHSEN. Twenty million.

Mr. JORDAN. Twenty million. And of those 20 million, how many
are not working and yet are still receiving a benefit of that 20 mil-
lion subset?

Mr. ADOLPHSEN. Sixty-two percent, so a little more than 10 mil-
lion.

Mr. JORDAN. More than 10. So we have 10 million people of the
42 million who are able-bodied and not doing anything to get the
taxpayer benefit.

Mr. ADOLPHSEN. That is correct.

Mr. JORDAN. And then of that subset, how many are able-bodied
adults with no kids who are not working and still getting the ben-
efit?

Mr. ADOLPHSEN. Sure. About 4 million, 75 percent don’t work at
all, and about 3 million are in areas where that requirement

Mr. JORDAN. Mr. Raskin just said that is not the case. There is
a work requirement now. But you are telling me there are 4 million
people able-bodied, no kids, who are doing nothing and still getting
taxpayer money. How can that be?

Mr. ADOLPHSEN. Because of the waivers of that requirement.

Mr. JORDAN. Because the States have waived it, right? And they
are waiving it at a time when the economy is pretty good. In spite
of the tax cuts that the other side keeps saying are bad, the econ-
omy is pretty good right now, isn’t it?

Mr. ADOLPHSEN. It’s very good, and there are a lot of

Mr. JORDAN. What is the unemployment rate right now?

Mr. ADOLPHSEN. Under 4 percent, I believe.

Mr. JORDAN. Isn’t that the lowest it’s been in like 18 years?

Mr. ADOLPHSEN. Fifteen States have their all-time low.

Mr. JORDAN. All-time low. And yet, we still have 4 million people
with no kids, able-bodied, who could sit on the front porch and
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drink coffee and read the paper while everyone else is going to
work, right?

Mr. ADOLPHSEN. They could do that.

Mr. JORDAN. They could do that. They may not be doing that.
They could be tweeting, as Mr. Raskin points out. They could be
watching TV. They could be doing that. But in our example, they're
sitting on the front porch, reading the paper, and drinking coffee.

Mr. ADOLPHSEN. The average American male spends 21 hours a
week watching TV or playing videogames. We are asking

Mr. JORDAN. Well, I didn’t know there was that much sports on
TV. That’s amazing.

Okay, so, now, all we are saying is that, that group, those 4 mil-
lion, should probably have to do something to get taxpayer dollars.
That’s all we're saying, right?

Mr. ADOLPHSEN. That’s correct.

Mr. JORDAN. What’s the average length of time someone is on
food stamps today? How long are they on? Just take the general
population.

Mr. ADOLPHSEN. The overall population, about 7 years.

Mr. JORDAN. Seven years. How about that 4 million who are
able-bodied with no kids who aren’t working? How long are they
typically on?

Mr. ADOLPHSEN. For about 20 percent of that population, it is the
same number.

Mr. JORDAN. Seven years. So we have able-bodied people with no
kids getting something from the taxpayer, not having to do any-
thing, and they can do it for 7 years?

Mr. ADOLPHSEN. If there is no work requirement, and they don’t
go back to work.

Mr. JORDAN. Would you support not only a work requirement,
would you support a time limit? Like saying, you know what, if you
are an able-bodied adult, we are going to help you do some kind
of job training, some kind of work requirement, but if you are not
willing to engage in that, there is a limited amount of time we are
going to let you live off the taxpayer, not live off the taxpayer, get
a benefit from the taxpayer if you are in an able-bodied adult not
willing to work.

Mr. ADOLPHSEN. Yes, that type of time limit has been very effec-
tive in the cash assistance program.

Mr. JORDAN. Mr. Lipps, would you support a time limit?

Mr. Lipps. Mr. Chairman, we would be happy to have a discus-
sion with you about that. The administration doesn’t have a posi-
tion on that at the moment.

Mr. JORDAN. Ms. Dean, do you support time limits?

Ms. DEAN. No, and I believe the numbers Mr. Adolphsen quoted
include senior citizens and children. The average length of time for,
say, someone who is 65 and

Mr. JORDAN. But he also said, I asked him that general question,
but I also asked him about the 4 million who are able to work who
are in the category of 18 to 59.

Ms. DEAN. They already face a time limit, 3 months out of 36,
unless they live in a waived area, which covers about a third of the
country right now.
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Mr. JORDAN. Unless they live in a waived area. It’s kind of a big
exception.

Ms. DEAN. A third of the country.

Mr. JORDAN. A huge number of the population.

So I guess, are you for a time limit for everyone, not just ——

Ms. DEAN. Absolutely not.

Mr. JORDAN. And do you believe, Ms. Dean, do you believe dead-
lines impact behavior?

Ms. DEAN. With my kids, that’s for sure.

Mr. JORDAN. Yes, with everyone. They certainly do with Con-
gress. Congress couldn’t get anything done if there wasn’t a dead-
line on something. So deadlines always impact behavior, but some-
how we can’t have that for people receiving a benefit from the tax-
payer? There can’t be a deadline?

Ms. DEAN. I don’t think the jobs that are available today are pay-
ing or delivering ——

Mr. JORDAN. You have to come to the Fourth District of Ohio, be-
cause I guarantee you they are. I know what it is like. Every single
employer I talked to is looking for someone. There are help-wanted
signs in every single business, and many of them pay very well.

And frankly, what employers are most looking for is someone to
show up. And if they will show up, they will give them the training
to get them a job that does pay a lot more than—what was the ex-
ample you used? The custodian worker at the school, a lot more
than that.

Ms. DEAN. But I think that is an area where perhaps you and
the program Mr. Lipps mentioned and I have in agreement, which
is training that is offered to help bridge the skills gap and to give
employers the employees that they want I think is something that
would be ——

Mr. JORDAN. Mr. Adolphsen, I have just a few seconds here. Is
there an asset test for people who get food stamps?

Mr. ADOLPHSEN. Generally, no.

Mr. JORDAN. Generally, no. So just to sum it up for the taxpayer,
we have seen a doubling, more than doubling of the food stamp
population in the last decade, from $30-some billion to close to $70
billion in spending. Of that 42 million who were in the food stamp
program today, 15 million to 20 million are able-bodied adults, ap-
proximately 10 million able-bodied adults who are not working, and
4 million of those have no children. And yet, they can stay on the
program potentially 7 years. And we don’t even ask them what
kind of assets they have in place.

Is that all fair?

Mr. ADOLPHSEN. That is fair.

Mr. JORDAN. That’s why we have to change this program.

With that, I recognize the gentleman from California.

We have to go to this side, then we will come back to Mr.
Grothman.

The gentleman from California, then we will come back to the
gentleman from Wisconsin.

Mr. DESAULNIER. Thank you, Mr. Chairman.

I do feel the frustration on both sides here. I am old enough to
look at criminal justice reform and see where we have come to
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some mutual agreements on how we should approach that in evi-
dence-based research.

I was in local government. I was very active in building a new
juvenile hall for our county in the bay area. When we built it, we
were told by the judges that it wasn’t big enough. I went out there
recently, it is at 65 percent of capacity. I asked the juvenile proba-
tion officers, what happened? They said because we instituted
largely nonpartisan, evidence-based research, including helping
families who were falling through the cracks.

So, Ms. Dean, it is very frustrating. I don’t think any of us dis-
agree with the idea that would like people to be able to be self-suf-
ficient. But we also know, I have sat in meetings in my district,
very different from Mr. Jordan’s district, in the bay area, but I
have sat in meetings with UC students who got 4.2s, got into the
University of California, the best public university in the world,
and they talk about housing problems but also food problems.

So somewhere in here, we can make this system work.

When I was in the Legislature in California, we were very low,
and we still are low, in terms of our activity on SNAP. A lot of it
was because the State and the counties didn’t want to deal with
the bureaucracy.

So how do we get this discussion turned around like we did with
criminal justice reform? And we are not there yet, but we have
come a long way to agreeing with what works, to have evidence-
based research that is truly impartial, so that we give these people
the support they need, so we get the results we all want.

Ms. DEAN. I think the first thing to do is to wait for the results
of the 10 pilots that the last farm bill funded. They should be com-
ing back, I believe, within the next year or 2. Those were done on
a very high-quality evaluation basis, in terms of random assign-
ment. And they looked at different kinds of participants and dif-
ferent kinds of interventions, because then-Chairman Lucas and
the folks on the Senate side wanted to have information before
committing billions of dollars.

But I think there is an extraordinary common interest around
better job training that gives employers and employees what they
want. That, I don’t believe, is under debate.

The question is, is a one-size-fits-all, 20-hour rule for millions of
people in thousands of jurisdictions around the country the right
approach? And who does it put at-risk?

So I feel there is a lot of common ground to pursue a conversa-
tion here.

Mr. DESAULNIER. I appreciate that.

Mr. Chairman, I would like to yield the balance of my time to
Mr. Raskin.

Mr. RASKIN. Thank you very much. I appreciate it.

Ms. Dean, let me come back to you for a second. Why would
someone need SNAP benefits if they’re working, and they’re play-
ing by the rules, and they’re going to work every day, and they're
packing their lunch and so on? Why would they still need SNAP
benefits for their family?

Ms. DEAN. A couple reasons. One might be that they have com-
mitted to work 35 hours to their employer, but their employer, in
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anﬁf given week, only offers them, say, 12 hours one week, 27 an-
other.

Mr. RASKIN. What job categories might that account for?

Ms. DEAN. Retailer, home health aide, all kinds of jobs where the
employer controls the hours, not the employee. They can’t take a
second job, because they have to be available for the first one.

And low pay. The reality is, eight bucks an hour still can qualify
a family for SNAP.

Mr. RASKIN. How many people lost their jobs after the 2008
mortgage meltdown crisis, which accounted for a large part of the
dramatic increase in people on SNAP after President Obama took
office from—who was that?

Ms. DEAN. President Bush.

Mr. RASKIN. Yes, President Bush.

Ms. DEAN. Mr. Raskin, I'm sorry, you may well know the answer.
It was millions and millions. I don’t have the number.

Mr. RASKIN. My recollection is that 11 million people lost their
jobs. Something like 12 million people lost their homes. There was
massive dislocation and poverty in the country. Obviously, that was
the major cause for people going on SNAP benefits.

And because we have a very strong work ethic, as I think we all
agree, nobody is proud of that. But we are in a country that stands
by its own people, and we take care of our own. If our people fall
on hard times, we take care of them.

Why do States create waivers to make the program go on longer
or to create more relaxed requirements?

Ms. DEAN. The Office of the Inspector General at USDA did a re-
port on why States seek waivers from the three-month time limit.

The first reason was that many of the States believe that this is
a very harsh policy, and so they do it because they think the under-
%ying policy is unfair, and they seek to waive unemployed workers
rom it.

The second reason is the rule is incredibly complicated and error-
prone. And not wanting to contribute to errors, they like to relieve
as much of the State as they can.

The third reason, and California is an example of this, is they
want to run their own employment and training program. Again,
they don’t want the one-size-fits-all mandate of the 20-hour rule.
They offer alternative programs, granted, not across the State or
for all the individuals, but they have their own approach.

That generally explains through three main reasons.

Mr. RASKIN. I yield back, Mr. Chairman. Thank you.

Mr. PALMER. [Presiding.] I thank the gentleman.

The chair now recognizes the gentleman from Wisconsin, Mr.
Grothman, for 5 minutes.

Mr. GROTHMAN. Thank you.

First of all, I will point out, and I have to point this out to some
members of our Ag Committee, too, I think there are many jobs in
my district in which they will train you for the job. This idea that
you need to go through some government agency to get job training
before you can find a job is just preposterous. We have so many job
training programs out there already, but the idea that we have to
expect people to go through a formal job training program before
they can find work, you have to get in the real world.



108

But since you guys are experts on these nutrition programs, why,
wherever I go in Wisconsin or when I ask people in Washington,
do they sell food stamps for $0.50 on the dollar? Could somebody
give me an opinion why that’s so wherever you look?

Mr. ADOLPHSEN. Congressman, it is pretty easy right now, in
some States in particular that aren’t really looking for that type of
fraud. For example ——

Mr. GROTHMAN. Not fraud. Why is it being sold for $0.50 on a
dollar? T mean, I really can’t figure this out, because, hypo-
thetically, when you get these food stamps, it’s not that big
amount. But wherever I go, you can buy them for $0.50 on the dol-
lar whenever I ask.

So the question is, why? It shows that there must be something
so fundamentally wrong with this program that people are, in es-
sence, selling a $20 bill for a $10 bill. But that’s what’s going on,
right?

Mr. ADOLPHSEN. We had one store in Maine that was giving
$0.60 for dollar, and the store down the street that was giving
$0.50 reported them because they were undercutting their competi-
tion.

This is done so that they can turn the benefit into cash.

Mr. GROTHMAN. I know, but there’s something wrong. You under-
stand what I'm saying? If T have $20 in my wallet today, I don’t
sell it for $10. It must mean there are so many food stamps float-
ing around out there that people don’t need, for whatever reason—
maybe they’re cheating on the system, maybe they’re going to the
food bank.

Could somebody tell me why you can again and again sell food
stamps for $0.50 on the dollar just about everywhere?

Mr. ADOLPHSEN. They’re using it for things other than food.

Mr. GROTHMAN. That is apparent, but why wouldn’t you sell
them for $0.90 on the dollar? Why is there this fire sale as people
try to get rid of food stamps?

Ms. Dean, do you have an answer for that, why, wherever you
look, they’re selling them for $0.50 on the dollar?

Ms. DEAN. Let’s not my experience, Mr. Grothman. Families use
these benefits for food.

Mr. GROTHMAN. When you ask people, say in low-income housing
areas, or when you ask people at the convenience store or grocery
store, how much they are selling, it’s always $0.50 on a dollar.

It bothers me that so many people have who have set themselves
up as experts on this program don’t know that that’s what goes on
in this country everywhere.

Do one of you other guys want to guess? Ms. Larin?

Ms. LARIN. When we were looking at recipient fraud in 2016,
what we heard is that some people were making very difficult
tradeoffs between paying their rent and paying for food. And if
they weren’t getting housing assistance, sometimes they would sell
their food stamps or their SNAP benefits in order to get the cash
for housing.

Mr. GROTHMAN. Do you talk to people who get into this housing,
the landlords and that sort of thing, as to whether people are
choosing between food and housing?
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Ms. LARIN. Yes, and landlords told us that they would take food
stamps or SNAP benefits for rent. There are some people who are
making those decisions.

Mr. GROTHMAN. I would strongly suggest you guys get out and
talk to more people.

But I will give you another problem we have out there right now.
Again and again, when it comes to low-wage jobs, I am having em-
ployers tell me that people either won’t work or are cutting them-
selves off at like 20 hours a week, because they are afraid they will
lose their benefits. Of course, that just doesn’t mean SNAP. It
means you begin to dig into your low-income housing. It means you
b}(:gin to dig into your Medicaid, whatever other benefits are out
there.

Do you believe that the SNAP program is one of the reasons why
so many employees say that I can’t take a rate raise, or I can’t
WOI‘% more than X number of hours a week? Is that one of the rea-
sons?

Ms. DEAN. If I may answer, no. The program has several earn-
ings disregards that allow people to—basically, earning more re-
sults in largely monthly income.

But I will say that H.R. 2 would reimpose a benefit cliff and take
away one of the key earnings incentives in the program that allows
people to earn their way up the ladder.

Mr. GROTHMAN. Could you guys guess as to why it is common for
employers of people making minimum wage to 15 bucks an hour
not want to make more money in our society?

Mr. ADOLPHSEN. I would say the bigger problem, Congressman,
is people not working at all. That is what we find in the data, is
that they are not actually going to work, those able-bodied adults
on the food stamp program.

Mr. GROTHMAN. Well, I will give you the answer, because my
time is about up here. The answer is the earned income tax credit
encourages you to work and make a little money but not a lot of
money. That is why so many people want to make some money but
not too much money, because when you make too much money, you
lose not only your other benefits, but you lose your earned income
tax credit, too. But there’s your answer.

Mr. PALMER. In closing, I just want to make a couple points that
we are having this discussion about the value of work, and during
the worst depression in the history of the country, the Roosevelt
administration set up a worker program that paid people, but they
had to work. I think a lot of that was not just because they didn’t
want to spend money. It was the dignity of work. Particularly at
that time in our Nation’s history, no one, really, wanted to get a
handout. They wanted to earn it.

I think that is a big part of what we are talking about, is indi-
vidual dignity. Even with the Clinton welfare reform bill, there
were time limits on that.

But though point is really this, and I think my colleagues and
I would agree on this, that this country will never truly achieve its
fullest potential until we are able to unleash the enormous talent
and intellect and imagination of all of our people. That is the thing
that concerns me more than anything else about where we are in
terms of welfare, the millions and millions of Americans who have
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been trapped in that system. And the quality of all of our lives
have been diminished because of that, because we are not able to
enjoy the enormous talent that is trapped in that system.

So I thank our witnesses, again, for appearing before us today.
The hearing record will remain open for 2 weeks for any member
to submit a written opening statement or questions for the record.

Mr. PALMER. If there is no further business ——

Mr. RAsSkKIN. Mr. Chairman, could I have a closing remark as
well?

Mr. PALMER. The gentleman is recognized.

Mr. RASKIN. Thank you very much.

I just wanted to also try to close on a note of unity. I think all
of us agree that we want people who are able to work to be work-
ing in a productive way contributing to our society. That means we
need good wages and fair wages. I have always been a champion
for the right of people to organize and to have collective bargaining
in the workplace, and the minimum wage was a great historic tri-
umph.

I think it’s wrong that there are people who are working full
time who can’t support their families without SNAP benefits, but
I think we have to look at that as a key part of the equation of
reducing SNAP payments to make sure that everybody is making
not just a minimum wage but a living wage.

Finally, I would hope that this whole discussion about the farm
bill and about SNAP does not take us into an area where we are
denigrating the work ethic of the American people, who I think are
the hardest working people on Earth. And we are a people that’s
committed to supporting our families, but we are also a people com-
mitted to supporting one another through the ups and downs of the
economy.

With that, I yield back to you, Mr. Chairman.

Mr. PALMER. I thank the gentleman.

My final comment in that regard is that, with the economy grow-
ing the way it is, with the demand for labor, the things that will
determine what you make are work experience and skill level. And
I really believe that we are on a path to help people achieve higher
skill levels, better education, and, once we get them into the work
force, to be in a position where they can earn a livable wage.

And I don’t want them to just earn a livable wage, and I don’t
think my colleagues want that either. We want them to prosper,
and the key to that is to be able to work.

If there is no further business, without objection, the sub-
committee stands adjourned.

[Whereupon, at 11:41 a.m., the subcommittees were adjourned.]
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Representative Jim Jordan, Chairman

Representative Gary Palmer, Chairman

Representative Raja Krishnamoorthi, Ranking Member
Representative Jamie Raskin, Ranking Member

U.S. House Committee on Oversight & Government Reform
Subcommittee on Healthcare, Benefits, and Administrative Rules
Subcommittee on Intergovernmental Affairs

2154 Rayburn House Office Building

Washington, DC 20515

Dear Chairmen Jordan and Palmer and Ranking Members Krishnamoorthi and Raskin:

We write to you in advance of the hearing “Program Integrity for the Supplemental Nutrition
Assistance Program.”™ Section 4001 of the of the Agriculture and Nutrition Act of 2018 would
establish a federal database of SNAP recipients with personal data, such as social security numbers,
employment status, and income amounts.” If Congress decides to create this federal database, then
the Department of Agriculture will be subject to Privacy Act obligations, including potential liability
for the data breaches that may result.

The Electronic Privacy Information Center (“EPIC”) is a public interest research center
established in 1994 to focus public attention on emerging privacy and civil liberties issues.? Last
year, EPIC successfully challenged the efforts of a federal commission to establish a national voter
database, noting that voting, like SNAP administration, is a state function.® EPIC also made clear
that under the E-Government Act, federal agencies must undertake a Privacy Impact Assessment
prior to the creation of a new record system containing personally identifiable information.” The
Department of Agriculture will have to conduct a Privacy Impact Assessment before a database of
SNAP recipients is established.

! Program Integrity for the Suppl ! Nutrition Assi: Program, 115" Cong. (2018), H. Comm, on
Oversight & Gov. Reform, Subcomm. on Health Benefits, and Admini: ive Rules and Subcomm. on
Intergovernmental Affairs (May 9, 2018), https:/oversight.house.gov/hearing/prog integrity-for-the~

1 I-nutritio i program/.
2 Danielle Citron and David Super, We Don 't Need a National Data Center of the Poor, Slate (May 8, 2018),
https://slate.com/technology/2018/05/the-national-food-stamp-database-proposed-by-h publicans-is-a-
potential-nightraare html.
° EPIC, About EPIC, https:/epic.org/epic/about html.
4 EPIC v. Commission, No. 17-1320 (D.D.C, filed July 3, 2017). Brefs and related documents are available at
https://epic.org/privacy/litigation/voter/epic-v-commission/.
$44 U.S.C. § 3501 note.

EPIC Statement i SNAP Program Integrity
House Oversight Committee May 8, 2018
Privacy is a Fundamental Right.
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Data breaches are an epidemic in the United States. 2017 marked yet another “worst year
ever” for data breaches.® One report found that the number of data breaches nearly doubled from
2016 to 2017, and 73% of all U.S. companies have now been breached.” There were 159,700
cybersecurity incidents in 2017.® These figures represent a disturbing lack of data security. Recently,
government data breaches have been numerous and severe and have raised concerns surrounding the
safety of data stored by the U.S Government. In recent years, data breaches have affected the Office
of Personnel Management,” Internal Revenue Service,'® Federal Bureau of Investigation, and the
DHS." A February 2018 report found that 57 percent of federal agencies experienced a data breach
in the past year, compared to only 26 percent of non-US government agencies worldwide."?

The data breach epidemic imposes an enormous cost on the U.S, economy. According to the
Department of Justice, 17.6 million individuals — 7% of all Americans — experienced identity theft,
at a cost of $15.4 billion to the U.S. economy.” The Department of Justice found that 86% of
identity theft victims experienced the fraudulent use of existing account information." A recent
report found that identity fraud increased by 16 percent in 2016, with $16 billion stolen from 15.4
million U.S. consumers."® Identity theft continues to be the number one complaint to the FTC.'®

Identity theft can completely derail a person’s financial future. Criminals who have gained
access to others” personally identifiable information can open bank accounts and credit cards, take
out loans, and conduct other financial activities using someone else’s identity. Identity theft has
severe consequences for consumers, including:!’

+ Being denied of credit cards and loans
« Being unable to rent an apartment or find housing
» Paying increased interest rates on existing credit cards

© Online Trust Alliance, Cyber Incident and Breach Trend Report, (Jan. 25, 2018),

hups://www.otalliance.org/syster/files/files/initiative/documents/ota_cyber_incident trends_report_jan2018.

pdf.

7 Id: See also, Thales, 2018 DATA THREAT REPORT, https://dir. thalesesecurity.corn/.

# Online Trust Alliance, supra, at 5.

® Dan Goodin, Call it @ “Data Rupture”: Hack Hitting OPM Affects 21.5 Million, ARSTECHNICA (July 9,

120015)’ hitp:/arstechnica.com/security/201 5/07/call-it-a-data-rupture-hack-hitting-opm-affects-21-5- million/.
id.

" Alexandra Burlacu, Teen Arrested Over DHS and FBI Data Hack, TECH TIMES (Feb. 13, 2016),
http://www.techtimes.com/articles/133501/20160213/teen-arrested-over-dhs-and-fbi-data-hack htm,
' Thales, 2018 Thales Data Threat Report - Federal Government Edition (February 2018), hitps://dtr-
gov.thalesesecurity.com.
 Bureau of Justice Statistics, /7.6 Million U.S. Residents Experienced ldentity Theft in 2014, Press Release,
SASepA 27, 2015), https://www.bjs.gov/content/pub/press/vitldpr.cfim.

Id.

¥ Javelin Strategy & Research, Identity Fraud Hits Record High With 15.4 Million U.8, Victims in 2016, Up
16 Percent According to new Javelin Strategy & Research Study, Press Release, (Feb. 1, 2017),
hitps:/iwww javeli y.COM/ps 1 identity-fraud-hit d-high-154-milkio ictims-2016-
16- percent-according-new.

¥ Fed. Trade Comm’n, FTC Releases Annual Summary of Consumer Complaints (March 3, 2017),
hitps://www fte.gov/s p 1 2017/03/fto-rel | -
17 Identity Theft Resource Center, Identity Theft: The Aftermath 2017,
http://www.idtheficenter.org/images/page- docs/Aftermath2017Finalvl.pdf.

EPIC Statement 2 SNAP Program Integrity
House Oversight Commiitee May 8, 2018
L ]



114

« Having greater difficulty getting a job
« Suffering severe distress and anxiety

Cyber security is a concern at the USDA'® According to the agency:

Cyber Security secures the business of USDA by managing the risks of
cyber threats and vuinerabilities. We protect USDA agencies as they deliver IT
services to their stakeholders and the American people.

That means our primary purpose is making sure USDA organizations and
their employees have the knowledge and tools they need to fulfill their
responsibilities and to create an environment of trust for their customers.

To that end, we focus as a service organization on delivering:

» Comprehensive leadership in developing and implementing an
enterprise-wide, trusted environment in support of all USDA
components

« A framework for tracking, reporting, and responding to events in an
efficient and timely manner

¢ A centralized threat awareness and security anatytics capability

« Effective outreach, communications, and reporting capabilities

« An enhanced enterprise security posture with technical guidance,
engineering and opetational services

« An architecture of security related products and solutions

¢ A complete Assessment and Authorization (A& A) function via the
Risk Management Framework (RMF) process for all systems

If Congress decides to create this federal database, then the Department of Agriculture will
be subject to Privacy Act obligations, including potential Hability for breaches that may result.

We ask that this Statement from EPIC be entered in the hearing record. We look forward to
working with you on these issues of vital importance to the American public.

Sincerely,

s/ Marc Rotenberg [s/ Caitriona Fitzgerald
Marc Rotenberg Caitriona Fitzgerald

EPIC President EPIC Policy Director

[s! Christine Bannan
Christine Bannan
EPIC Policy Fellow

'8 USDA, Office of the Chief Information Officer, Cyber Security, Securing the Business of USDA,
I hitps://www.ocio.usda.gov/about-ocio/cyber-security

EPIC Statement 3 SNAP Program Integrity
House Oversight Committee May 8, 2018
S
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NETWORK LOBBY FOR CATHOLIC SOCIAL JUSTICE

May 8, 2018

The Honorable Jim Jordan The Honorable Raja Krishnamoorthi

Chairman Ranking Member

Health Care, Benefits & Administrative Health Care, Benefits & Administrative
Rules Subcommittee Rules Subcommittee

United States House of Representatives United States House of Representatives

2430 Rayburn House Office Building 2204 Rayburn House Office Building

Washington, D.C. 20515 Washington, D.C. 20515

The Honorable Gary Palmer The Honorable Jamie Raskin

Chairman Ranking Member

Intergovernmental Affairs Subcommittee Intergovernmental Affairs Subcommittee

United States House of Representatives United States House of Representatives

2430 Rayburn House Office Building 2204 Rayburn House Office Building

Washington, D.C. 20515 Washington, D.C. 20515

Dear Chairmen Jordan and Palmer and Ranking Members Raskin and Krishnamoorthi:

Thank you for the opportunity to weigh-in on recent efforts in the Nutrition Title to incorporate
employment and training initiatives. NETWORK Lobby for Catholic Social Justice, which has over
110,000 supporters nationwide, promotes policies that mend the economic gaps and bridge the
social divides in our country. In our advocacy work we hold-up employment opportunities and fair
wages as critical components of social and economic justice; we support effective, evidence-based
employment and training programs. As a faith-based organization, we also believe in the moral
imperative of ending hunger; we want to see programs like the Supplemental Nutrition Assistance
Program (SNAP) protected and strengthened.

We find the House Agriculture and Nutrition Act of 2018 (H.R. 2) to be wholly unacceptable due to
the drastic changes it would make to SNAP. This crucial and effective program prevents 1 in 8
Americans, 42 million people across the country, from going hungry. SNAP is a vital anti-hunger
program for families and individuals—an estimated 84 percent of all SNAP benefits go to households
which include a child, an elderly person, or a person with disabilities.! The draconian work
requirements included in H.R. 2 would hurt our brothers and sisters living in poverty and would
drastically increase food insecurity in our nation.

We see H.R. 2 as a tragic, missed opportunity to strengthen SNAP and to make meaningful
investments in job training and education programs. Low-wage workers need real opportunities to
move up the economic ladder. Instead, H.R. 2 diverts effective nutrition benefits funds into
underfunded workforce development programs which are then delegated to states to build and
manage. It will not only fail to provide real opportunities to SNAP recipients, but will result in loss
of nutrition assistance in the process. What is currently an efficient, well-functioning anti-hunger
program will become an ineffectual bureaucratic barrier to people that need food.

Below are some of the reasons NETWORK Lobby strongly opposes workforce
solutions as proposed in H.R. 2.

thttp://frac.org/news/not-broken-fix-draft-farm-bill-puts-unnecessary-burdens-low-income-people
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s The funds diverted from effective nutrition assistance would be wholly insufficient to meet the
needs of all those at risk of losing SNAP due to stricter work requirements. The new funding
provided in the bill for job training and workforce development slots would amount to just $30
per month for those recipients who need placement to retain SNAP benefits2,

e Rather than investing dollars in the appropriate agency of jurisdiction to improve and support
existing programs3, H.R. 2 proposes creating a new, poorly-funded skills and training program
through USDA and paying for it with funds meant to provide food to the hungry.

e Requiring work by threatening to take away food assistance does not help people overcome what
are often complex and difficult barriers to employment. Minimally funded employment training
slots would fail to help substantial numbers of low-income people with various barriers to
employment — such as very limited skills, undiagnosed disabilities, lack of child care and
transportation, or family members with illness.

e SNAP already has work requirements. These existing requirements would be expanded to apply
to parents of children over 7 years old and to older adults up to 59 years old and made more
punitive. Those who can’t comply would face harsh consequences — losing benefits for 12
months upon their first failure; each subsequent failure would lock individuals out of the
program for 36 months.

* Most SNAP recipients who can work, already do work. By expanding work requirements and
adding unnecessary red-tape to access nutrition assistance, this bill would create discouraging
red-tape and unnecessary burdens for millions of Americans already struggling to get by.

« Eliminating the broad-based categorical eligibility option available, utilized by 42 states, would
punish millions of low-income working households that would no longer qualify for assistance
and face steep benefit cliffs.

» The objective of reducing food stamp rolls does not translate to people reaching self-sufficiency.
While H.R. 2 will save $9 billion over ten years from individuals losing SNAP, most of those
savings would come from households having their benefits reduced or cut; from creating more
hunger. “Opting-out” of the program implies a choice; barriers to employment aren’t choices.

* SNAP is vitally important for local economies. For every $5 of SNAP benefits that are used there
is 4 $9 increase in local economic activity. Cuts to and funds diverted from direct benefits have
ripple effects through economies and directly impact retailers and workers in the food industry.
Taxpayer dollars injected directly into local economies are more productive than dollars spent to
build a new, bloated bureaucracy with unclear outcomes.

¢ In 2013, bipartisan policymakers provided $200 million through 2014 Farm Bill for ten major
state demonstration projects to test various approaches to employment services, work programs,
and work requirements for people receiving SNAP. Those programs are currently underway and
expected to provide data in 2019—they are in the midst of determining how best to help SNAP
recipients move towards self-sufficiency. It’s premature to move forward on this unprecedented
scale before gleaning what these pilot prograrms have to show.

On the heels of the Tax Cuts and Jobs Act which provided massive tax cuts to corporations and the
wealthiest in our nation, H.R. 2 adds insult to injury with deep cuts to basic human needs supports.
The work requirement provisions in H.R.2’s Nutrition Title are dangerously out-of-touch with the
reality of 21t Century poverty and the challenges that low-income workers face in today’s economy.
We implore a more reasoned and less risky approach to workforce development founded on
evidence-based policies.

Sincerely,

Sister Quincy Howard, OP
Government Relations Fellow
NETWORK Lobby for Catholic Social Justice

2 https://www.cbpp.org/research/chairman-conaways-farm-bill-would-increase-food-insecurity-and-
hardship#_fing
3 WIOA—the Labor Department’s primary workforce development program has been chronically underfunded.
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Questions for the Record for Mr. Sam Adolphsen
Senior Fellow
The Foundation for Government Accountability

Submitted by Chairman Jim Jordan
Subcommiitee on Healthcare, Benefits, and Administrative Rules
Committee on Oversight and Government Reform

1.) The Committee wrote to FNS in April regarding their Advance Notice of Proposed
Rulemaking (ANPRM) concerning the SNAP program and the ABAWD waiver request
process. It is my understanding that the current time limit waiver process allows some states
to perpetually skirt ABAWD work-requirements. For example, California has not had a work
requirement for over a decade. How can we improve waiver criteria to ensure it does not
unfairly benefit certain states?

Sam Adolphsen, The Foundation for Government Accountability, Response for the
Record — August 1, 2018:

The current work requirements for Able-Bodied Adults Without Dependents (ABAWD),
who receive Supplemental Nutrition Assistance Program benefits, also known as food
stamps, has been undermined significantly by abuse of waivers of the requirement. The
waiver authority originally granted by Congress to the Secretary of the United States
Department of Agriculture was intended to be utilized only in regions with extreme
economic difficulty, including the benchmark of having at least 10 percent unemployment
for a period of time.

Instead, regulations promulgated in the food stamp agency have guaranteed at least some
waivers of the work requirement will always exist, even during record-breaking times of
economic prosperity like the country enjoys today.! There are currently 1,200 counties, cities,
towns and other jurisdictions receiving a waiver from the work requirement currently, and
just 42 of those have unemployment of at least 10 percent. More than half, 650, have
unemployment at, or below 5 percent.’

For example, as noted in the question, California continues to maintain a state-wide waiver of
the requirement that ABAWD’s work 20 hours per week, train, or volunteer, Despite a
record-low state unemployment of about 4 percent, more than 800,000 able-bodied
Californian residents ages 18-49 do not have to meet the work requirement to be eligible for
their food stamp benefit. As a result, 78 percent of these individuals do not work at all.fi

This is repeated in 33 states across the country. Loopholes and gimmicks are used to waive
commonsense work requirements for millions of able-bodied adults on food stamps. States
take advantage of the federal regulations to manipulate old data, gerrymander jurisdictions,
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and game the timeline for the waiver, all with the intent of maximizing the number of able-
bodied adults kept exempt from the requirement.

In order to correct this problem and restore work requirements for ABAWD’s, the
regulations devised by food stamp bureaucrats that flouted federal law, need to be corrected
through administrative or congressional action. To improve the waiver criteria, the following
changes should be made to the waiver rules:™

1. Stop Allowing States to Game the Timeline and Use Outdated Data

Current rules allow states to use data as old as four years old to demonstrate that areas have
high unemployment rates. This ignores the current economic reality and means work
requirements will always lag far behind the actual economic conditions. Only current
economic conditions should be taken into account in the waiver approval process.

2, Stop Allowing States to Gerrymander Areas

Current rules allow states to gerrymander areas, allowing states to combine areas with
relatively high unemployment with areas with record-low unemployment to waive the
requirement for as many able-bodied adults as possible. Only areas that independently
qualify for waivers should be eligible to receive them.

3. Stop Allowing Waivers in Low Unemployment Areas

Current rules allow states to qualify for waivers if their unemployment rates are somewhat
higher than the national average, even if unemployment is at a record low and there are
millions of open jobs. Congress set the statutory threshold at 10 percent to ensure only areas
with objectively high unemployment waived the requirement. Only areas with
unemployment rates above 10 percent should qualify to receive waivers.

An additional recommendation is that actual job data is used to determine “lack of sufficient
jobs” as outlined in the federal law governing the waivers. This data is readily available and
shows the there are millions of jobs available nationally.

For More Details See Attached

For additional technical detail on suggested changes to the ABAWD waiver regulations,
please see the comment [ co-authored with Jonathan Ingram for the Opportunity Solutions
Project and submitted in response to the Advanced Notice of Public Rulemaking, Docket
FNS 2018-03752 (attached).®

House Farm Bill Addresses Waivers

It is also worth noting that the House version of the Agriculture and Nutrition Act of 2018
(H.R. 2) effectively addresses the issues of states inappropriately waiving the ABAWD work
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requirement. H.R. 2 would close the loopholes that enable states to receive waivers in low
unemployment areas, reducing the number of ABAWD’s exempt from the requirement by 87
percent.”

i Sam Adolphsen, “There has never been a better time for welfare reform,” Foundation for Government
Accountability (2018), https://thefga.org/wp-content/uploads/2018/06/Its-Time-To-Get-To-Work-
FINAL.pdf.

# Sam Adolphsen, Jonathan Ingram, Nic Horton, Victoria Eardley, Nick Stehle, “Waivers Gone Wild:
How states have exploited food stamp loopholes,” Foundation for Government Accountability (2018),
hitps://thefga.org/wp-content/uploads/2018/06/Waivers-Gone-Wild-6-5-18-update.pdf.

" Ibid.

¥ Recommendations retrieved from: Sam Adolphsen et al., “Waivers Gone Wild: How states have
exploited food stamp loopholes,” Foundation for Government Accountability (2018),
https://thefga.org/wp-content/uploads/2018/06/Waivers-Gone-Wild-6-5-18-update.pdf.

v Jonathan Ingram and Sam Adolphsen, “Docket FNS 2018-03752,” Opportunity Solutions Project
(2018), https://solutionsproject.org/wp-content/uploads/2018/04/0SP-public-comment-ANPR.pdf.

¥ Jonathan Ingram and Nicholas Horton, “How the Agriculture and Nutrition Act of 2018 would rein in
work requirement waivers gone wild,” Foundation for Government Accountability (2018),

https://thefga.org/wp-content/uploads/2018/06/Agriculture-Nutrition-Act-Memo-FINAL .pdf
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Questions for the Record for Ms. Stacy Dean
Vice President for Food Assistance Policy
Center on Budget and Policy Priorities

Submitted by Chairman Jim Jordan
Subcommittee on Healthcare, Benefits, and Administrative Rules
Committee on Oversight and Government Reform

1.) 1t is my understanding that your organization—CBPP—works with states on their request
Jor waivers of ABAWD work requirements. It has been pointed out to me that one state,
Minnesota, references CBPP s review of its waiver information in their state employment
and training plan. Ms. Dean, can you detail what assistance your organization provides for
states in applying for waivers for work requirements?

States apply for waivers from the SNAP three-month time limit, not for waivers of
ABAWD work requirements. This is an important distinction as states are not obligated to
offer ABAWDs a work or training program slot, and most do not. SNAP recipients’
benefits are generally cut off after three months irrespective of whether they are searching
diligently for a job or willing to participate in a qualifying work or job training program.

The Center on Budget and Policy Priorities (CBPP) provides states with technical
assistance to assess their eligibility for a waiver under 7 CFR 273.24(f).

CBPP assists states in three ways with respect to their waivers from the time limit:

1. We respond to individual states’ requests for assistance. CBPP has been working with
states on this issue since the rule’s passage in 1996 and has significant experience on
this issue. We help states determine which areas within the state qualify under federal
waiver eligibility criteria. We also provide draft waiver request materials and make
sure that they conform to federal and USDA guidelines.

2. At state request, we review the waiver analyses states undertake on their own and
provide technical feedback.

3. We contact states and inform them of areas in the state that would qualify for a waiver
under federal rules based on recent unemployment data.

It takes a significant amount of work to request waivers, and many state SNAP agencies do
not have the capacity to do this work. Completing a waiver request for one state with a few
areas typically takes a full day of analysis. For larger states, this can take up to three to
four days of full-time work.

CBPP provides assistance to every state that requests support, regardless of political
affiliation, and has a long history of providing support to both Democratic and Republican
state administrations. We do not charge states nor do we receive compensation for these
services. Our assistance saves states a significant amount of time and enables state
agencies to shift their energy on other important implementation issues.
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The waiver process allows counties and community districts to be pooled together as an
aggregate area to qualify for a waiver by pulling in areas with low unemployment. Why
should a county that doesn’t meet the regulatory standards for a waiver based on
unemployment rates be allowed to receive a waiver?

In order to be waived, a county where the unemployment does not meet the regulatory
standards for a waiver must be part of a larger region where the unemployment rate does
meet those standards. A state may wish to waive such a county because it is targeting a
region within its borders that does not conform to county lines, such as areas with
employment and training programs or state human services operational areas. A 2016 audit
report by the USDA’s Office of Inspector General documented that some states seek
waivers for eligible areas because the time limit rule is complicated, difficult to administer
and error prone.’

Most importantly, the time limit rule is harsh. The time limit provision does not require
states to offer a job or training program to affected individuals nor does it provide enough
funding to provide 20 hours of training for everyone subject to the rule. Consequently,
there may not be enough employment opportunities for SNAP recipients subject to the time
limit who are willing to work, and a state may decide that it is unfair to take food assistance
away from such individuals. States use waivers to implement their own work requirements
that are tailored to the states’ local economies and labor markets without penalizing those
SNAP recipients who are willing to work but cannot find jobs or needing to meet the 20-
hour a week rule.

We have near record low unemployment, with a record high number of open jobs, and yet
more than a third of the nation lives in an area exempt from the work requirement. With so
many job opportunities available, shouldn’t these broad waivers end, leaving states to
Jocus on individual-level exemptions instead of waivers that don’t account for personal
characteristics?

The national unemployment figures obscure the local realities of states and counties that
are struggling. The persistence of high local unemployment in places such as rural parts of
Alaska and the Appalachian region indicate that low unemployment has not uniformly
reached all areas of the U.S. In many rural areas, the number of jobs in 2017 continued to
remain below pre-recession levels. In addition, states with low unemployment rates may
also have much weaker labor markets in parts of the state. Some population groups face
higher unemployment, even in an economy that is doing well. Low-skilled workers, such
as those lacking a high school diploma, or workers in the service industry, have
unemployment rates that are consistently higher than the national average. So too do many

*US.

Department of Agriculture Office of Inspector General, “FNS Controls Over SNAP Benefits For Able-Bodied

Adults Without Dependents Audit Report 27601-0002-31,” September
2016, https://www.usda.gov/oig/webdocs/27601-0002-3 1.pdf.
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racial and ethnic minorities.? In these circumstances, states use waivers for specific
economically distressed areas or to target specific populations. This enables low-income
families living in places with insufficient jobs to receive food assistance beyond the three-
month limit.

4.) Under the current rules for time limit waivers, a state with 1.2% unemployment could
receive a statewide waiver if the national unemployment rate was 1%. Why should areas
with record low unemployment rates qualify for waivers that were originally meant for
periods of economic crisis?

While this example is technically accurate, it is hard to imagine it would ever happen.
There has never been a single month with national unemployment rate at 1 percent, let
alone 24 consecutive months. The lowest monthly unemployment rate since 1948 (the
farthest back readily available BLS data go) was 2.5 percent in May and June of 1953,
Noncomparable eatlier estimates show a 1.2 percent unemployment rate in 1944,

Moreover, a 1% unemployment rate over a 24-month period almost certainly would be
viewed by the Federal Reserve as an unacceptable inflation risk, leading to a tightening of
monetary policy to slow employment growth. Unemployment rates many times higher
than this hypothetical level have been met with restrictive monetary policy. In addition,
there is always some level of “frictional” unemployment present in the economy, as people
move between jobs.

Even when unemployment is low, there are still low-income individuals who cannot
consistently meet a rigid hourly work requirement due to circumstances such as lack of
transportation, illness and lacking paid sick leave, needing to care for an ill relative or other
personal crises Having the option to request a waiver provides states the needed flexibility
to address these real-world circumstances, which are poorly addressed in the current SNAP
work requirements and are a more fruitful area of policy change than concern about a
theoretical unemployment rate never seen in the U.S.

? Ed Bolen and Stacy Dean, “Waivers Add Key State Flexibility to SNAP’s Three-Month Time Limit,” Center on
Budget and Policy Priorities, February 6, 2018, https://www.cbpp.org/research/food-assistance/waivers-add-key-

state-flexibility-to-snaps-three-month-time-limit
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Questions for the Record for Mr. Brandon Lipps
Administrator, Food and Nutrition Service
Acting Deputy Under Secretary of Food, Nutrition and Consumer Services
U.S. Department of Agriculture

Submitted by The Honorable Mark DeSaulnier
Committee on Oversight and Government Reform

While ensuring effective oversight of the federal government is important, this hearing ignores
the essential nature of the SNAP program. Across the United States, millions of people have no
idea where their next meal is coming from. In California alone, 4.9 million people, including 1.9
million children, face food insecurity every day.

When a person doesn’t know where their next meal is coming from it is hard to find work or
focus on the task at hand. Children who go hungry cannot focus at school and act out more than
their peers. We know these things, yet we continue to fight to erode the small amount of food
support offered to people in need. In the most powerful nation the world has ever known this is
unacceptable.

Yet the new Republican farm bill goes back on decades of bipartisanship to cut the already
minimal benefits provided by SNAP. There is a false narrative being told by many that SNAP
recipients are lazy and merely trying to game the system. This is a blatantly false narrative,
SNAP is designed to save people from starvation. One constituent of mine put it best, “the fact
that you don’t have a high income doesn’t make you less of a person...this program is a huge
help for all, especially for our children. This way they only have to worry about studying and not
about the fact that there is no food to eat at home.” That is the essence and dire importance of
this program.

Waste, fraud, and abuse certainly exist. Every large program, including those at the federal level,
suffer from waste, fraud, and abuse, but this is not a reason to cut essential benefits of people in
need. My colleagues across the aisle seem far less concerned about the billions of dollars of
waste at the Department of Defense than they do about taking food away from children and the
impoverished.

However, since we insist on focusing on fraud, waste, and abuse in the SNAP program, I would
like to shift the conversation to fraud that is experienced by people receiving benefits, When
your credit or debit card information is stolen and you did not lose your card, all of the money is
refunded. However, for people who receive their SNAP benefits electronically on an EBT card
this is not the case. Sone of the most vulnerable people in our society lack the same basic
protections that every American with a credit or debit card enjoy.

Mr. Lipps, given that federal regulations exempt SNAP beneficiaries using EBT cards from
federal banking protections, I have several questions.
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e What is the Department of Agriculture doing to monitor EBT phishing and skimming?

The Department takes all EBT transaction monitoring responsibilities seriously. EBT
phishing and skimming have not been common practices as the method by which EBT
benefits are accessed, debit with encrypted PIN, is not easily compromised.

Nevertheless, the Department continuously monitors transactions for anomalies and
takes all recipient complaints seriously. In those rare instances where the possibility of
counterfeit cards are suspected, the cases are referred to USDA OIG for further
investigation.

¢ What is USDA and the Food and Nutrition Service in particular doing to ensure that
SNAP recipients’ benefits are restored when it is known that the beneficiary is a victim
of theft?

There is no mechanism to restore SNAP EBT benefits that are lost or stolen prior to a
household report of a compromised account. SNAP households are expected to protect
their benefits by not sharing their PIN beyond the people needed to shop for their food.
Because SNAP EBT is not subject to Regulation E! and the protection of benefits is
critical for recipients, the Department has maintained SNAP EBT at the highest standard:
requiring encrypted PINs for all transactions.

Should a recipient be a victim of theft, where the PIN has been compromised, it is
expected that the recipient would report the theft to the proper authorities. State
Agencies assume liability for benefits that are stolen affer a household reports that their
card or PIN needs to be replaced.

s In your opinion, should SNAP recipients have their benefits restored when their benefits
are stolen?
o If not, why not?

In very specific circumstances in which the client is determined to have had their benefits
stolen despite properly protecting their PIN — e.g., through some systematic attack on
their account -- participants may be able to get their benefits replaced. Current statute at
7 U.S.C. 2016 (h)(7) limits benefit replacement to instances similar to those in effect for
food stamp coupons; stealing benefits via card cloning was not contemplated or possible
when food stamp coupons were in use. Federal regulations require that State Agencies

! Regulation E is a part of the Electronic Funds Transfer Act and provides a basic framework to establish the rights,
liabilities, and responsibilities of participants in electronic fund transfer systems such as automated teller machine
transfers and point-of-sale (POS) terminal transfers in stores.

Regulation E defines consumer liability for unauthorized transfers. Regulation E limits a consumer's liability for
unauthorized electronic fund transfers, such as those arising from loss or theft of an access device, to $50; if the
consumer fails to notify the depository institution in a timely fashion, the amount may be $500 or unlimited.
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assume liability for benefits that are stolen affer a household reports that their card or PIN
needs to be replaced. In card cloning instances however, the household may not be aware
that their card or PIN has been compromised and may not become aware until after
benefits have been removed from their account. There is currently no statutory authority
allowing replacement of benefits lost prior to a household report of a compromised
account.
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