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SUPPLEMENTAL NUTRITION ASSISTANCE
PROGRAM FRAUD

Wednesday, September 26, 2018

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

The subcommittee met, pursuant to call, at 10:19 a.m., in Room
2154, Rayburn House Office Building, Hon. Gary Palmer [chairman
of the subcommittee] presiding.

Present: Representatives Duncan, Issa, Jordan, Desdarlais,
Massie, Meadows, Walker, Grothman, Mitchell, Norton, Watson
Coleman, Krishnamoorthi, Raskin, Cartwright, DeSaulnier.

Mr. PALMER. The Subcommittee on Intergovernmental Affairs
and the Subcommittee on Healthcare, Benefits, and Administrative
Rules will come to order. Without objection, the chair is authorized
to declare a recess at any time. I will now recognize myself for my
opening statement.

The Supplemental Nutrition Assistance Program, known as
SNAP, offers assistance to millions of Americans who cannot afford
nutritional food for themselves and their families. The Food Nutri-
tion Service, known as FNS, administers the program in partner-
ship with state agencies, but nearly all funding comes from the fed-
eral government.

In 2017, SNAP provided almost $70 billion in benefits to over 42
million Americans in need, more than half of whom were children
and elderly. Efficient and effective program administration is crit-
ical for a program that size, for an expenditure that size, and a pro-
gram that is that important.

To this end, the subcommittees are holding this hearing to exam-
ine fraud in SNAP, which can take a variety of forms. Fraud can
consist of SNAP recipients providing misinformation about eligi-
bility requirements, such as income, and the number of household
members.

For example, in Wisconsin, a woman was charged with hiding in-
come from a live-in boyfriend to fraudulently collect more than
$25,000 in benefits. Fraud can also consist of SNAP retailers lying
about meeting authorization requirements.

For example, the USDA Inspector General found about 3,400 re-
tailers applied for SNAP authorization using the Social Security
Numbers of deceased people, allowing them to fraudulently redeem
about $2.6 million in benefits.
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SNAP recipients and retailers can also commit fraud by traf-
ficking SNAP benefits, a crime that involves exchanging SNAP
benefits for anything other than eligible food, usually cash. For ex-
ample, in my home state of Alabama, a grocer trafficked more than
$5.2 million in SNAP benefits.

Today, we may hear how SNAP fraud is not extensive, but the
truth is FNS does not actually know how common fraud is, because
it is not appropriately measured. The USDA inspector general re-
ported in 2012 FNS has not established how states could compile,
track, and report fraud in a uniform manner. Even today, the fed-
eral government still cannot fully grasp the scope and frequency of
fraud in the program. However, we can use other sources to obtain
a sense of scale.

In 2016, state investigation data identified almost $600 million
in recipient fraud. Further, FNS data shows SNAP retailers traffic
ﬂbou(‘ic $1 billion in benefits every year. That is 1.6 billion, com-

ined.

In addition, some state agencies are contributing to fraud by ma-
nipulating SNAP’s national payment error rate, the nationwide
measure of improper payments, an issue this committee has
worked on to expose, and, hopefully, resolve. This includes FNS
providing state agencies with bonuses for having low error rates,
and penalizing those with high ones.

In 2017, state agencies in Virginia, Wisconsin, and Alaska admit-
ted to false Claims Act violations for fraudulently reporting low
error rates to exploit this bonus system, agreeing to repay the $16
million of bonuses they fraudulently claimed.

Despite these obvious signs of abuse, FNS has not followed
through on commonsense steps to reduce fraud. For example, FNS
has not followed through on their own proposed rules to tighten re-
quirements related to retailer trafficking. Similarly, FNS has not
followed through on the USDA inspector general’s 2013 rec-
ommendations to close loopholes, allowing retailers who traffic
SNAP benefits to remain active. FNS has proposed weaker alter-
natives instead.

Also, FNS has ignored the Government Accountability Office’s
2016 recommendation to help states improve data matching proc-
esses to detect potential fraud and improper payments. In contrast,
state agencies are actively responding to the need to fight fraud.

In 2016, state prosecutions increased 14 percent, to over 9,000
cases, and administrative disqualifications increased 23 percent, to
over 49,000 cases. I believe the states can offer insight into ways
in which FNS can assist states in fighting fraud, as well as ways
FNS can make its own fight against SNAP fraud more effective.

Make no mistake, our fellow Americans deserve help in times of
need, but fraud takes this assistance straight out of the hands of
those who need it. Fortunately, we have with us today a panel that
can speak to the role that Congress can play in the prevention of
further fraud through the SNAP program.

I thank the witnesses for being here. And I will now recognize
the ranking member of the—Mr. Krishnamoorthi, for his opening
statement. Healthcare, Benefits, and Administrative Rules Sub-
committee. How is that?

Mr. KRISHNAMOORTHI. You got it.



Mr. PALMER. Thank you.

Mr. KRISHNAMOORTHI. Thank you.

Mr. PALMER. I recognize the gentleman.

Mr. KrISHNAMOORTHI. Hey, good morning. Thank you to our wit-
nesses for being here today, and thank you to Mr. Chairman for
holding today’s hearing.

The Supplemental Nutritional Assistance Program, SNAP, is
America’s primary anti-hunger program. In 2017, the SNAP pro-
gram fed over 42 million Americans who face hunger and food inse-
curity. In my State of Illinois, SNAP provided about $3 billion in
food benefits, to a monthly average of over 1 million recipients. I
am proud to say that the program served 100 percent of those eligi-
ble for benefits in that same fiscal year.

In my district, over 50 percent of the households that receive
SNAP benefits have a child or several children under the age of 18
years. SNAP is vital to American children. No other nutritional or
income support program reaches as many at-risk children, or con-
:ciributes as much to helping very low-income households with chil-

ren.

The average SNAP benefit is very small. It is $1.40 per person,

er family. And every federal dollar spent on SNAP generates
51.79 in economic activity. In 2015, SNAP lifted more than 2 mil-
lion children out of extreme poverty, and kept an additional 8.4
million Americans out of poverty.

As a former SNAP recipient, myself, I take very seriously the
issue of fraud in the SNAP program. The 2017 rate of 6.3 percent
of improper payments is very troubling, and Congress has an over-
sight duty to ensure that the USDA and state authorities are doing
everything possible to make sure that all SNAP benefits go to those
who deserve it.

The only acceptable rate of SNAP fraud is zero percent. Any
fraud in the program means taking away food from those families
who desperately need the assistance.

That being said, as we work to eliminate SNAP fraud, we have
to make certain that any proposed fixes do not result in more harm
to children and families by reducing eligibility or making it harder
for families to get the food they need.

It is possible to eliminate any SNAP fraud without reducing the
number of eligible people who receive food. In fact, this is the only
moral way to reduce fraud. SNAP is fundamentally an essential
health program for this country. It promotes healthy children, well-
fel(zl1 1families, and better health outcomes for communities as a
whole.

As such, we should keep the first commandment of healthcare in
mind when addressing SNAP. First, do no harm. My colleagues on
the other side of the aisle will spend today’s hearing trying to jus-
tify cutting SNAP benefits. Their proposals, whether by design or
by accident, would result in hungry children and families forced to
decide between paying for food or other basic necessities.

The republican farm bill would create administrative barriers to
enrollment by significantly changing policy that automatically en-
rolls households in SNAP when they qualify for temporary assist-
ance for needy families. It would increase requirements for SNAP
beneficiaries, and would impose new work reporting requirements
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on top of existing work requirements. There are already existing
work requirements to receive SNAP.

Reading their bill, one could be forgiven for assuming that the
whole aim of these provisions is to cut the number of people who
may receive SNAP benefits. SNAP feeds millions of children, sen-
iors, and people with disabilities, including veterans. SNAP is effi-
ciently run. If SNAP did not exist we would have to create a pro-
gram to do what SNAP does.

I look forward to hearing your testimony, and thank you so much
again for everyone attending today’s hearing.

Mr. PALMER. I now recognize the chairman of the Healthcare,
Benefits, and Administrative Rules Subcommittee, Mr. Jordan, for
his opening statement.

Mr. JORDAN. I thank the chairman for putting this hearing to-
gether. The previous speaker talked about republicans want to cut
benefits. No, we don’t. We don’t want to cut benefits. We just want
to have a work requirement in place that doesn’t get waived, so
that people who get fellow American citizens’ hard-earned tax dol-
lars have to do something in order to—if they are able-bodied, have
to do something to get those tax benefits.

Understand what is happening in this program. At a time when
we have 4.2 percent economic growth, lowest unemployment in 20
years, the food stamp population is at 40 million people. Ten years
ago, it was at 26 million.

So if this doesn’t need some reform—I mean if this isn’t a pro-
gram that needs reforms, someone is going to have to show me
what would. I mean this is crazy. So that is all we are focused on.
And where there is fraud and abuse in the program, we want to
get at that as well. So this is real simple. $68 billion spent a year
on a program where you have millions of people who are able-bod-
ied adults, who don’t have to do a darn thing to get taxpayer bene-
fits. That is just crazy.

And every constituent I talked to says that is not commonsense.
And you know what? Here is amazing. This is like an 85 percent
issue, requiring a work component for able-bodied people that
doesn’t get waived by the federal government for respective states.
Requiring that is like an 85 percent issue across the board. Repub-
licans, democrats, independents, everyone says this is good. The
only people who are against it are democrats in Washington.

So this makes all the sense in the world. I am glad the chairman
is having this hearing. I look forward to hearing from our wit-
nesses about the fraud and abuse that is going on in this program,
and how we can pass a simple commonsense measure that says
don’t waive the work requirement concept for something where 40
million people are getting a benefit from the taxpayer.

With that, I yield back.

Mr. PALMER. I thank the gentleman.

I now recognize the ranking member of the Intergovernmental
Affairs Subcommittee, Mr. Raskin, for his opening statement.

Mr. RASKIN. Mr. Chairman, thank you very much, and I want to
thank all the witnesses for coming today, and participating in the
hearing, which examines fraud and waste in the program that pro-
vides a modest, but critical benefit to over 20 million low-income
households.
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SNAP pays, on average, $1.40 per person, per meal. Before that
tiny stipend is released, Congress requires recipients to prove their
eligibility, and to work or get training in order to continue receiv-
ing SNAP benefits.

The incidents of trafficking fraud, according to the USDA, is 1
percent. If we can get it down to zero percent, then, by all means,
let us do it. But I am afraid that the purpose of today’s hearing
relates more to the intervention by my friend, Mr. Jordan, who in-
vites us to believe that the whole purpose of the program is sus-
pect, because we have got low unemployment in America today,
and so why are there millions of people still receiving SNAP bene-
fits?

I think the answer to that is simple, which is that people are not
making enough money in their jobs. A lot of people are working not
just one, but two, or three jobs, and still cannot support their fami-
lies on it. And that is what the SNAP program is about, making
sure that our people have decent, good nutrition, and are able to
feed themselves and their families.

Our hearing today is about waste, fraud, and abuse. Are we fo-
cused on rooting out waste, fraud, and abuse? Well, the most ex-
treme incidences of it are found across the river at the Pentagon,
but we haven’t had any hearings on that subject this year. An in-
ternal report issued by the independent Defense Business Board
found $125 billion in immediate savings that would be available by
cutting spending in waste at the Pentagon.

That is almost twice the entire annual budget of SNAP. But ap-
parently, we are not interested in the chronic problem of Pentagon
waste and bloat. Why hasn’t this committee held a single hearing
devoted to eliminating waste, and fraud, and abuse at the Pen-
tagon, which is so huge that it eclipses the entire budget of the
anti-hunger program this hearing is examining?

It is hard to believe that the constant attacks on the SNAP pro-
gram reflect a focus on fiscal responsibility, when the majority’s tax
policies are, of course, producing unprecedented and staggering
budget deficits.

According to Maya MacGuineas, of the Committee for Respon-
sible Federal Budget, the $1.9 trillion cost of the tax cuts were dis-
ingenuously sold as the key to such massive growth that they
would pay for themselves. But the proof is in the pudding, or in
this case, the national debt. A realistic prediction of the tax cuts
is they will provide a short-term boost, the sugar high that is flood-
ing a strong economy which additional money creates, but that def-
icit finance boost won't last, and it will leave us with a predictably
large mountain of debt that comes with all the borrowing.

It is irresponsible and incontrovertible to pass tax cuts to the
super wealthy that we cannot afford, and then to put the whole
spending spree on a credit card, which our children will pay for for
the rest of their lives.

Mr. Chairman, I am told this might be our last week in Wash-
ington for a bit, and I would hope that as members of the Over-
sight Committee we would be using our time more wisely than this.
Instead of spreading rumors about SNAP fraud to justify draconian
cuts to this necessary program, we should be looking into the real
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waste, fraud, and abuse that costs the American people billions of
dollars a year.

I yield back. Thank you.

Mr. PALMER. I thank the gentleman. I just say that if you think
this is a waste of time you are welcome to not participate.

You know, for the witnesses that I am about to introduce, despite
the opening statements, this hearing is about fraud in the SNAP
program. It is not about eliminating the SNAP program. It is not
about work requirements. It is not about waste at the Pentagon.

So with that, I am pleased to introduce our witnesses. Ms. Ann
Coffey, Assistant Inspector General for Investigations at the U.S.
Department of Agriculture, Office of Inspector General; Mr. Thom-
as Roth, the Director, Fraud Investigation and Recovery Unit, at
the Maine Department of Health and Human Services; Mr. Tarren
Bragdon, President, CEO of the Foundation for Government Ac-
countability; and Dr. Craig Gunderson, Soybean Industry Endowed
Professor in Agricultural Strategy, at the University of Illinois.

Welcome to all you. Pursuant to committee rules, all witnesses
will be sworn in before they testify. Please stand and raise your
right hand.

Do you solemnly swear or affirm the testimony you are about to
give is the truth, and the whole truth, and nothing but the truth,
so help you God?

(A chorus of ayes.)

Mr. PALMER. The record will reflect that the witnesses answered
in the affirmative. Please be seated.

In order to allow time for discussion, please limit your testimony
to 5 minutes. Your entire written statement will be made part of
the record. As a reminder, the clock in front of you shows you the
remaining time. The light will turn yellow when you have 30 sec-
onds left. And unlike traffic lights, you can speed up when it turns
yellow. And red when your time is up. Please also remember to
press the button to turn your microphone on before speaking.

The chair now recognizes Ms. Coffey for her testimony.

WITNESS STATEMENTS

STATEMENT OF ANN COFFEY

Good morning, Chairman Jordan, Chairman Palmer, Ranking
Member Krishnamoorthi, Ranking Member Raskin, and members
of the subcommittees. Thank you for the opportunity to testify
about the Department of Agriculture Office of Inspector General’s
work regarding the Supplemental Nutrition Assistance Program.

SNAP is USDA’s largest program in terms of both dollars spent
and numbers of recipients. In fiscal year 2017, recipients redeemed
close to $63 billion in benefits. The latest available information
shows that through June of 2018 more than 41 million people re-
deemed $46 billion in SNAP benefits.

In providing oversight of SNAP, OIG employs a two-pronged ap-
proach, involving audits and criminal investigations. OIG audit
staff conducts reviews of SNAP intended to improve FNS’s overall
management controls for the program. Investigation staff conducts
criminal investigations into alleged fraud perpetrated against the
program.
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We utilize specific law enforcement authorities, tools, and tech-
niques to conduct these investigations. This work is intended to re-
sult in appropriate actions to resolve allegations, and to prevent
and deter instances of illegal and fraudulent acts or misconduct.

OIG devotes about 43 percent of its investigative resources to
SNAP-related criminal investigations. Our main focus is on fraud
committed by retailers, primarily because FNS is responsible for di-
rectly reimbursing retailers.

States are responsible for ensuring that individual recipients are
eligible to receive benefits and that they use those benefits appro-
priately. OIG allocates considerable resources to help FNS ensure
the integrity of SNAP as part of our mission to promote integrity,
efficiency, and effectiveness of USDA programs and operations.

Our investigations yield tangible results and direct benefits to
the government. In the past 5 years, we have completed 857 SNAP
investigations that resulted in 2,302 indictments, and 2,335 convic-
tions. During that time, our monetary results have totaled nearly
half-a-billion dollars.

Often, prosecuting a SNAP case is a collaborative effort between
OIG and other agencies. By sharing information about SNAP re-
cipients who illegally exchange their benefits for cash with relevant
law enforcement agencies, we help states pursue prosecution or dis-
qualify recipients from the program.

OIG also works with federal, state, and local law enforcement
agencies to investigate SNAP fraud due to violations and other
laws—of other laws. OIG’s primary investigative jurisdiction per-
tains to violations of law involving USDA programs.

When there are other violations of laws involving drugs or fire-
arms we work jointly with the appropriate agency to pursue those
other violations in addition to SNAP fraud. Through our various
collaborative efforts, we work to identify and resolve potential
vulnerabilities in the processes that allow bad actors to participate
in SNAP.

One of the most common abuses OIG investigates is the traf-
ficking of benefits, which is essentially the illegal exchange of food
assistance benefits for cash. In this scheme, retailers will pay re-
cipients for their SNAP benefits. Recipients, of course, are then
able to spend the cash however they like.

The types of fraud we are seeing in SNAP are changing. In par-
ticular, with the use of electronic benefits, the fraud schemes are
becoming more advanced, and relying upon information technology.
To counteract these schemes, OIG works with FNS to develop ways
of detecting and investigating retailers at high risk of committing
various kinds of fraud.

We also utilize OIG’s Office of Data Sciences to help identify
anomalies that could not easily be identified, and provide new per-
spectives for examining data. These techniques ultimately assist us
in making critical decisions in the allocation of investigative re-
sources. When trafficking occurs unchecked, families do not receive
nutritional assistance, and dishonest retailers profit at the expense
of the American public.

This concludes my statement. Again, I want to thank the sub-
committees for the opportunity to testify today, and I welcome any
questions you may have.
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[Prepared statement of Ms. Coffey follows:]
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Good morning, Chairman Jordan, Chairman Palmer, Ranking Member Krishnamoorthi, Ranking
Member Raskin, and Members of the Subcommittees. Thank you for the opportunity to testify
about the Department of Agriculture’s (USDA) Office of Inspector General’s (OIG) work
regarding the Supplemental Nutrition Assistance Program (SNAP). My testimony today will
provide an overview of SNAP, outline the role of OIG Investigations, highlight collaborative
efforts between OIG and other agencies to combat SNAP fraud, and discuss several trends

regarding SNAP fraud.

SNAP Overview

SNAP is USDA’s largest program in terms of both dollars spent and number of recipients. In
fiscal year 2017, recipients redeemed close to $63 billion in benefits. The latest available
information shows that, through June 2018, more than 41 million people redeemed $46 billion in
SNAP benefits. SNAP is also an important part of the food safety net for Americans, especially

in times of economic hardship.

Much of the public still knows SNAP as “the food stamp program,” even though it was renamed
officially in 2008. The Food and Nutrition Service (FNS), which administers SNAP, moved
away from using the paper coupon system to providing benefits through electronic benefit
transfer (EBT) system in the 1990s. Under the EBT system, recipients receive a plastic card,
similar to a bank card, which they may use at FNS-approved retailers to redeem their benefits.
In addition to eliminating cumbersome paper food coupons, EBT creates an electronic record
that may indicate the potential misuse of SNAP benefits. As of July 2004, all 50 States, the
District of Columbia, Puerto Rico, the Virgin Islands, and Guam have all operated State-wide,

city-wide, and territory-wide EBT systems to issue food assistance and benefits.

OIG Oversight of SNAP

In providing oversight of SNAP, OIG employs a two-pronged approach involving audits and
criminal investigations. OIG Audit staff conducts reviews of SNAP intended to improve FNS’

overall management controls for the program, while Investigations staff conducts criminal
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investigations into alleged fraud perpetrated against the program. The Office of Investigations
utilizes specific law enforcement authorities, tools, and techniques to conduct these
investigations, and this work is intended to result in appropriate actions to resolve allegations and

to prevent and deter instances of illegal or fraudulent acts or misconduct.

Given the importance of ensuring SNAP’s integrity, OIG devotes about 43 percent of its
investigative resources to SNAP-related criminal investigations. Our main focus is on fraud
committed by retailers, primarily because FNS is responsible for directly reimbursing retailers,
while States are responsible for ensuring that individual recipients are eligible to receive benefits
and that they use those benefits appropriately. Our investigations of retailers, however, often
disclose individual recipients who have violated SNAP requirements, and we work with State
and local prosecutors to respond to these violations. While it is ultimately FNS’ responsibility to
take administrative action against bad actors and keep such persons from re-entering the
program, OIG devotes considerable resources to help FNS ensure the integrity of SNAP as part
of our mission to promote the integrity, efficiency, and effectiveness of USDA programs and

operations.

Our investigations yield tangible and direct benefits to the Government, including criminal
prosecution, significant fines and penalties, restitution, and asset forfeiture. In the past 5 years,
we have completed 857 SNAP investigations that have resulted in 2,302 indictments and

2,335 convictions. During that time, our monetary results have totaled $463 million.
OIG Investigations

OIG receives information regarding allegations of criminal activity, including SNAP fraud, from
three primary sources: (1) USDA agencies that have identified potential fraud and refer it to
OIG for further investigation; (2) allegations from other Federal, State, and local law
enforcement agencies; and (3) information from the public. When those allegations are received,
preliminary work is done to assess the validity of the allegation. Preliminary work may include
discussions with USDA program agencies, database checks, and interviews. These steps assist

us in determining whether to initiate an investigation.
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One key factor in determining whether to initiate an investigation involves discussions with the
respective U.S. Attorney’s Office or other prosecutors to determine their willingness to prosecute
an individual if the allegations of criminal activity can be proven. Each U.S. Attorney’s Office
and other prosecutors across the country have differing requirements and thresholds for
prosecution. If the investigation is declined for prosecution, OIG refers the matter to the
corresponding USDA agency to determine if it is able to pursue administrative action against the

individual or company.

When a SNAP investigation is initiated, we coordinate our investigative activities and share
information with the U.S. Attorney’s Office or prosecuting office. There are a number of
techniques that can be employed to help obtain evidence of the crime. By working with the
prosecuting office, OIG can establish probable cause and execute search warrants to obtain
additional evidence. If enough evidence is obtained, the subject will be charged and ultimately
arrested. The results of our investigative work are shared with FNS. FNS may be able to pursue
additional administrative action against the subjects of the investigation, such as disqualification

from the program or debarment from other Government programs.

Collaborative Efforts

Prosecuting a SNAP case does not always involve OIG alone. Many times, prosecuting a
SNAP case is a collaborative effort between OIG and other agencies. For example, in certain
citcumstances, we investigate SNAP recipients who illegally exchange their benefits for cash.
By sharing this information with relevant law enforcement agencies, we help States pursue
prosecution or disqualify recipients from the program. We also sometimes investigate recipients
who provide false information to receive benefits, For instance, two individuals were the
employees of an individual who owned a number of businesses. The owner and employees
created a series of fictitious companies, then filed fraudulent tax returns for nonexistent
employees. The owner and employees also applied for unemployment benefits using stolen
Social Security Numbers and falsified SNAP applications to receive benefits to which they were

not entitled. In July 2017, the owner was sentenced to 75 months in prison and ordered to pay
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$894,000 in restitution. In August 2017, one employee was sentenced to time served in prison
and ordered to pay $278,603 in restitution, and the other employee was sentenced to

27 months in prison and ordered to pay $2,852 in restitution in November 2017. Ofthe
restitution ordered in this matter, $50,714 was for USDA violations. This case was worked
jointly with the Internal Revenue Service-——Criminal Investigation; the Department of Labor
OIG and Office of Investigations, Labor and Racketeering and Fraud; the Kansas Department of
Children and Families; the Department of Housing and Urban Development OIG; the
Department of Education OIG; and the Kansas Department of Labor.

OIG also works with other Federal, State, and local law enforcement agencies to investigate
SNAP fraud due to violations of other laws. OIG’s primary investigative jurisdiction pertains to
violations of law involving USDA programs. When there are other violations of law such as
drugs or firearms, we work jointly with the appropriate agency to pursue those other violations in
addition to SNAP fraud. In one investigation of a store in Pennsylvania, the owner of the store
exchanged SNAP benefits for crack cocaine, heroin, and firearms. This investigation was
conducted jointly with the Department of Homeland Security, U.S. Immigrations and Customs
Enforcement, Homeland Security Investigations, the Bureau of Alcohol, Tobacco, Firearms and
Explosives, and the Drug Enforcement Administration. The owner of the store was sentenced to
30 months of probation in April 2017, and the owner’s husband, who worked at the store, was

sentenced to 90 months of incarceration in August 2015.

An ongoing example of our joint work is our participation on the Bridge Card Task Force to
investigate criminal violations in SNAP and the Special Supplemental Nutrition Program for
Women, Infants, and Children. Team members include the Michigan State Police and the
Internal Revenue Service Criminal Investigations. During the first half of fiscal year 2018, we
also worked with the Federal Bureau of Investigation and Homeland Security Investigations.
Since 2007, our teamwork has resulted in 197 arrests and service of 318 search warrants. The
United States Attorney’s Offices for the Eastern and Western Districts of Michigan and the
Michigan Attorney General’s Office have pursued multiple criminal prosecutions, resulting in
199 guilty pleas, lengthy prison terms, and over $48 million in court-ordered fines and

restitution. An investigation by this task force was recently concluded. In April 2018, two store
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owners were each sentenced to 36 months of supervised release and ordered to pay $440,000 in
restitution. The store employees exchanged SNAP benefits for cash, cigarettes, lottery tickets,

and other ineligible items.

Through our various collaborative efforts, we work to identify and resolve potential

vulnerabilities in the processes that allow retailers to participate in SNAP.

Trends in SNAP Fraud

One of the most common abuses OIG investigates is the trafficking of benefits, which is
essentially the illegal exchange of food assistance benefits for cash. In this scheme, retailers will
pay recipients for their SNAP benefits. For instance, by giving a recipient $50 in cash for

$100 in benefits, an unscrupulous retailer can make a significant profit. Recipients, of course,
are then able to spend the cash however they like, and retailers profit after USDA has reimbursed
them. For example, in a recently concluded investigation in Florida, the owners of a
convenience store were sentenced for trafficking SNAP benefits. The owners exchanged

SNAP benefits for cash, alcoholic beverages, and tobacco products. In December 2017, they
were each sentenced to 33 months of imprisonment and ordered to pay $3.3 million in

restitution,

While recipients have exchanged benefits for drugs, weapons, and other contraband, these cases
are not the majority. The types of fraud we see in SNAP are changing. In particular, with the
use of electronic benefits and information technology, the fraud schemes are also becoming more
advanced and reliant upon information technology. To counteract these schemes, OIG continues
to work with FNS to develop new ways of detecting and investigating retailers at high risk of
committing various kinds of fraud. We also utilize OIG’s Office of Data Sciences to help
identify anomalies that could not easily be identified and provide new perspectives for
examining data. These techniques ultimately assist us in making critical decisions in the
allocation of investigative resources. As OIG identifies fraud schemes, that information is

shared with FNS to identify effective ways of combating fraud. When trafficking occurs
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unchecked, families do not receive nutritional assistance and dishonest retailers profit at the

expense of the American public.

Conclusion

This concludes my written statement. Again, I want to thank the Subcommittee for the

opportunity to testify today. I welcome any questions you may have.
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Mr. PALMER. Thank you for your testimony.
The chair recognizes Mr. Roth for his testimony.

STATEMENT OF THOMAS ROTH

Mr. RoTH. Chairman Palmer, Chairman Jordan, Ranking Mem-
bers Raskin and Krishnamoorthi, and members of the committee,
thank you for the privilege of testifying and representing the State
of Maine.

I am Tom Roth, the Director of the Fraud Investigation and Re-
covery Unit for the Maine Department of Health and Human Serv-
ices. My job is to oversee the daily operations of the unit, a group
of 35 dedicated employees. I enjoyed a 27-year law enforcement ca-
reer before taking my current position.

I am a certified Welfare fraud investigator, and in addition to su-
pervising Maine’s fraud unit, I work an active caseload. So I see
firsthand the fraud schemes in the SNAP program in Maine.

We receive thousands of tips each year from citizens alleging
fraud in the Welfare system. In addition to tips from the public, we
receive information from eligibility workers, law enforcement, and
other government agencies. Additionally, our overpayment special-
ists identify hundreds of intentional program violations committed
by recipients.

Our unit has two focuses. Investigators work cases for criminal
prosecution. These are large theft cases occurring over many years.
Our overpayment specialists examine administrative cases that are
not prosecuted criminally, as well as conduct disqualification hear-
ings.

In 2017, we submitted more than 100 criminal cases for prosecu-
tion, which totaled more than $1.4 million. In that same year, our
overpayment specialists identified nearly 5,000 overpayments, to-
taling $4.1 million.

One of our largest criminal cases to date was adjudicated this
spring. This case involved a Welfare recipient who scammed the
system for more than 10 years. This client lived comfortably with
her husband, making more than a decent living by Maine stand-
ards.

She failed to report that her husband lived in the household. She
did not report his income, and she did not report her assets or in-
come. Together, she and her husband had a six-figure income. Her
case involved the theft of more than $229,000 from the system. She
is currently in jail.

Another massive case investigated by our unit, along with the
OIG, involved a retail store in Portland, Maine. In this case, two
brothers routinely took in customers’ electronic benefits transfer, or
EBT cards, and provided benefit recipients with cash. The brothers
would pocket a certain percentage of the money, with no food or
groceries ever being purchased.

Additionally, the brothers were involved in an illegal WIC bene-
fits redemption scam. Their deceitful efforts took in more than $1.4
million in SNAP and WIC benefits that never went to the intended
recipients for the intended purpose. These brothers are both in jail.

While these two cases are extremely large, we routinely work
cases in which recipients provide false information and fraudu-
lently receive tens of thousands of dollars. On a smaller scale, we
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also investigate cases involving the misuse of EBT cards. These
typically involve someone selling or trading their EBT cards for
drugs. While individually these cases may only represent $100 or
$200 in theft, they add up quickly, and show another mechanism
used to commit Welfare fraud.

Almost weekly we see a new scam involving EBT cards. One
trick involves recipients returning purchased food items for cash.
The cash is then used to purchase illegal drugs. Another has a
scammer weighing beer on a scale at a self-checkout register, but
entering in bananas as produce, so the user can purchase beer with
their EBT card. Another scheme involves a recipient buying cases
of bottled water, and then dumping the water out in the parking
lot, and returning the empties for the 5-cent deposit per bottle. We
get regular reports of the active use of a deceased person’s EBT
card as well. These are all schemes we have seen in Maine.

My point in providing you with a very brief overview of the type
of fraud cases we work is to illustrate the fact that fraud exists,
and when you look for it, you find it. I constantly asked what per-
centage of fraud is occurring out there. I can’t answer that ques-
tion. What I can tell you is how many people we are discovering,
and what that dollar amount represents.

I also routinely get asked if our fraud efforts are paying for
themselves. Does the operating cost of the unit justify the amount
of money we are recovering? Again, that is hard to answer. I
strongly believe the deterrent effects of our efforts is invaluable.
We try to publicize our indictments and convictions so other see
that if you commit Welfare fraud, you may get discovered, fined,
and even jailed. I wish I could know how many people see those
press releases and think twice before gaming the system.

Maine utilizes a host of mechanisms to detect fraud. We have
diligent investigators and overpayment specialists working cases.
We rely heavily on tips and information from the public. We do
data mining, and we look for fraudulent trends, and we scan data
bases, looking for unreported income or assets.

Maine is successful in finding fraud because we take an active
role in looking for it. We publicize things, and we solicit tips from
the public.

Again, thank you for the opportunity to testify before you today,
and I am happy to answer any questions you may have.

[Prepared statement of Mr. Roth follows:]
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One of our largest criminal cases to date was adjudicated this spring. This case involved a
welfare recipient who scammed the system for more than ten years. This client lived
comfortably with her husband, making more than a decent living by Maine standards. She failed
to report that her husband lived in the household, did not report his income, and did not
accurately report her assets or income. Together, she and her husband had over a six-figure
income. Her case involved the theft of more than $229,000 from the system. She is now
incarcerated.

Another massive case investigated by our Unit was the Ahram Halal Market case. In this case,
two brothers routinely took in customers’ Electronic Benefit Transfer (or EBT) cards and
provided the benefit recipients with cash. The brothers would pocket a certain percentage, with
no food or groceries ever being purchased. Additionally, the brothers were involved in an illegal
WIC benefits redemption scam. Their deceitful efforts took in more than $1.4 million dollars in
SNAP and WIC benefits that never went to the intended recipients who truly depend on this
assistance. The brothers are now incarcerated.

While these two cases are extremely large, we regularly work cases in which recipients provide
false information and fraudulently receive tens of thousands of dollars. On a smaller scale, we
also investigate cases involving the misuse of EBT cards. These typically involve someone
selling or trading their EBT card for drugs. While individually these cases may only represent
one or two hundred dollars in theft, they have significant cumulative effect and represent another
mechanism to commit welfare fraud.

Almost weekly we see a new scam involving EBT cards. One trick involves recipients returning
food items for cash. Another has a scammer weighing beer on a scale at a self-checkout register
but entering in bananas as produce so that the user can purchase beer with their EBT card.
Another scheme involves the recipient buying cases of bottled water and then dumping the water
out in the parking lot and returning the empties for the 5-cent deposit per bottle. We also get
regular reports of the active use of a deceased person’s EBT card and have to track those thieves
down. These are all schemes we have seen in Maine.

My point in providing you with a very brief overview of the type of fraud cases we work is to
illustrate the fact that fraud exists and when you look for it, you find it. [ constantly get asked
“what percentage of fraud is occurring out there?” That is the proverbial “64-thousand-dollar
question” and | have no way of quantifying the answer. I cannot tell you how many people are
committing fraud and have not been caught. What I can tell you is how many people we are
catching and the dollar amount that represents. I also routinely get asked if our fraud efforts are
paying for themselves—does the operating cost of the Unit justify the amount of money we are
recovering? One incalculable component of these questions is “what is the deterrent effect of
our cases?” We try to publicize our indictments and convictions so others see that if you commit
welfare fraud, you may get discovered, fined, and even jailed.

Maine utilizes a host of mechanisms to detect fraud. We have diligent Investigators and
Overpayment Specialists working cases, we rely heavily on tips and information from the public,
we do data mining and look for fraudulent trends, and we scan various databases looking for
unreported income or assets. Maine is successful in finding fraud because we take an active role



20

in looking for it, we solicit tips from the public, and we publicize our results. When crimes like
these are committed, it is Maine’s neediest that go without. I take great pride in the work we do
to keep our welfare programs safe from fraud and abuse.

Again, thank you for the opportunity to testify before you today, and I am happy to answer any
q‘uestions you may have.
i
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Mr. PALMER. Thank you for your testimony.
The Chair now recognizes Mr. Bragdon for his testimony.

STATEMENT OF TARREN BRAGDON

Mr. BRAGDON. Chairman, ranking member, and members of the
committees, thank you.

I am Tarren Bragdon, president and CEO of the Foundation for
Government Accountability, a nonprofit research organization that
primarily focuses on health and Welfare reform in the States, and
in Washington, D.C.

I have worked on this issue for about two decades, from when I
was a Maine State legislator in the late 1990s, until now, where,
at FDA, we are directly engaged in Welfare reform, including in
SNAP, in more than 30 states.

I am grateful for the committee’s work. It is imperative that we
find solutions to fraud and program integrity to protect the pro-
gram for the truly needy, who rely on it, and the taxpayers who
fund it. Today, nearly 40 million are on food stamps, and almost
half are able-bodied adults, and this is where the fraud happens.
As a Jacksonville, Florida, detective told me, no elderly or disabled
person tried selling their EBT card during his sting operation.

Some states are leading the way in protecting the food stamp
program from fraud. At least 13 states are moving forward with
laws and initiatives specifically designed to root out fraud, but it
should be mandatory for all. Close to 20 states have put into place
asset limits to make sure that only those without sufficient re-
sources are on the program. All should. Food stamps is a federal
program, almost all funded by federal money, and Congress is right
to provide this oversight to get rid of fraud.

My written testimony lists ten areas with recommended solu-
tions, but I will just highlight the three most significant. One,
broad-based categorical eligibility, or BBCE; two, real verification;
and three, real-time income reporting.

BBCE is the income and asset eligibility loophole that was cre-
ated through regulation, but it allows people with incomes nearly
double the poverty limit to be on food stamps simply if they are eli-
gible for a TANF-funded non-cash benefit. Could be a brochure.

In addition, it effectively waives the asset test. First, this loop-
hole allows rich people, even millionaires, to become food stamp eli-
gible. For example, this Minnesota millionaire, who was on the pro-
gram. Tennessee has an asset test, and doesn’t allow millionaires
to be on food stamps. Why shouldn’t New Jersey?

Second, this is now the most common way to get onto food
stamps. Therefore, since it doesn’t matter what individual assets
people have, states don’t have to check on individual’s assets for
things like bank accounts, vehicles, homes, or other real property.
And this makes it much easier to hide unreported income or other
working members of the household.

This loophole does not reduce errors, as promised, as GAO also
concluded. This income and asset loophole should be curtailed, pre-
serving food stamps for the truly needy who rely on it, those with
low incomes and limited assets.

Two, real verification of income assets and household members.
Most states are short-changing this, and they are relying on self-
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attestation, or believe what I say on the application. This is par-
ticularly a problem for people who report zero income, because
these applications are fast-tracked. Since no income was reported,
there is nothing to verify. More than a third of all applicants report
zero income, and no one checks.

For example, as you heard Mr. Roth reference, this Maine
woman, who didn’t report her or her husband’s income. The fix is
states should be required to use reliable up-to-date, often state
data, to quickly verify income assets and household members. Some
states are doing this now, with success, but it is optional. And the
House Farm Bill addresses both of these loopholes.

The last is so-called simplified reporting. This allows only large
changes in individual’s incomes or households to be reported when
it makes them totally ineligible for food stamps. Traditional report-
ing, or change reporting, is required for all changes to be reported
to the agency within ten days.

The idea was that this simplified reporting would have lower ad-
ministrative costs, but in reality, admin costs for food stamps have
doubled since 2001, and error rates are higher. States should use
quarterly reporting, or change reporting, for able-bodied adults, in
particular, and face-to-face interviews with able-bodied adults
would also give states both another opportunity to spot fraud, but
also to point recipients towards work and training to get out of pov-
erty.

So often we read stories about food stamp fraud. It is not just
trafficking. It is happening in consistent, predictable, and large
ways. Fraud is real, but it can be stopped, and Congress can lead
the way. My testimony shows ten ways how, and I am happy to an-
swer any questions.

[Prepared statement of Mr. Bragdon follows:]
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Chairman Jordan, Chairman Palmer, Ranking Members Raskin and Krishnaroorthi, and members of
he committes, thank you for the privilege of testifying. | am Tarren Bragdon, and | serve s the
Prasident and CEO ot the Foundation for Govemment Accountabiiity (FGAL FGA is a non-profit
resecrch organization that primanily focuses on heolth care and welfare reform ot both the sfate and
federal level,

Since t was a sfafe legisiator focused on health and hurnan sevices in the late 1990s | have worked at
the state level on welfare policy. AT FGA we are directly engoged in welfare policy discussions,
including in the Supplemental Nuirition Assisfance Program, In more than 30 states, For those of us on
the ground at the state policy level, #His encouraging o see Congress, your commities, shining o
spoflight on problems In the food stamp program. 1 s imperaiive that we find solutions to fraud and
indegrity problems in the food stamp program 1o profect the program for the fiuly needy who rely on i,
and for the taxpayers who fund i,

The recent history of massive expansion and associated fraud problems in the food stamp program is
alarming, The program grew unchecked for nearly two decades, and that growth has only just begun
o laval off in large part thanks 1o the Improvernents in the economy under President Trump and this
Congress. In 2000, there were just 17 million people on food stamps.’ Today, there are nearly 40
rmifion.? Holf are able-bodied adutts.® This comes at a fime when there is g record number of job
openings and record, of nearrecord, low unemployment in states across the counhy.* There are 6.9
milion open jobs in the country,®

Advocates of increased enoliment in food stamps typically argue that increases in program
emoliment are directly connected 1o the state of the economy. However, In recent vears, food sfamp
growth and sustained record envoliment have diverged from the economy as you can see from Chort
1below.®

e
Ol o

FOUNDATION FOR GOVERNMENT ACCOUNTABILITY ..
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This demonstrates that growth in the food stamp program is not simply a factor of the changes in the
economic condifions of the country, Record enroliment is a result of deliberate policy decisions over
the past two decades af the federal and state level. The majority of those decisions have skewed
towards ease of access and lessening the “burden” on state workers and recipients. These policy
goals come with conceming side effects—a focus on unfetfered access leaves the program wide
open fo fraud and infegrity problems.

There are often infense debates about whether, or how much, fraud exists in the food stamp progrom,
How prevatent fraud is depends partially on how it is defined. Some groups exciude things like “erors”
because the error and overpayment do not include definitive proof that someone broke a state or
federal law, That narrow view of “fraud” understates the problem. No matter your definition, there are
major problems in the food stamp program.

Atecent report by Congressional Research Services (CRS) acknowledges that, “There is no single
measure that reflects all the forms of fraud in SNAP,” making it easy for some to say that fraud is rare.”
However, CRS points out in the same report that there was more than $2 billion in annual food stamp
overpayments.?

A more recent release of the National Payment Error Rate (NPER) by the United States Department of
Agriculture {USDA) showed ¢ 5.19 percent overpayment rate in the food stamp program. Two states
had overpayment rates higher than 10 percent.” At this rate, the total annuat overpayment Is closer to
$3.5 billion based on an annuat expenditure of $68 billion.'®" Even assuming this amount accounts
for all the fraud out there, which is doubtful, it is a staggering nurmber. No one should accept $3.5
billion in welfare waste as being acceptable.

Fortunately, some stafes have faken leadership on this Issue and have reoriented their policies towards
protecting the food stamp program from fraud, making sure only those that are truly sligible are on
the program. For example, 13 states have moved foward with laws and inifiatives specifically
designed to root out fraud in their food stamp programs.'? Ancther 19 states have put limits in ploce to
make sure only those without sufficient resources are on the program.’®

These types of stafe policy decisions have helped fo draw down enroliment in the food stamp
program and protect the safety net for the truly needy. Despite this success, federal law and decisions
made in the bureaucracy af the USDA continue to expose the program to fraud and inappropriately
high enroliment levels, especially for able-bodied adults. There are several specific categores where
fraud and program integrity problerms are most acute:
¢ Income and assets
o Income and asset eligibility loophole (Broad-Based Categorical Eligibility)
o Veification
* Reporting requirements
» Length of certification periods
* Residency and duplicate enroliment
+ Deceogsed individudis

FOUNDATION FOR GOVERNMENT ACCOUNTABILITY .3
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e Recipients frafficking benefits
¢ Retfailers rafficking benefifs

s Uneven stafe efforts on fraud
» Able-bodied adults expansion

This is not an exhaustive list of fraud issues in the food stamp program. However, each of these areas
rapresents o significant challenge In the program that has led 1o real problems and are major drivers
in both unnecessary growth in the program and program infegrity fallures.

Problem Areas

Most of these problem areas have viable solutions that can be readlly implementad. Inmany coses,
the ndes, reguiations, and practices at the federal agency level are responsible for craating the
problems. In other cases, state oplions-aliowed by federal law-create vulnerabilifies in the program.
Too often, overpayments are discounted as “errors” that are not driven by fraud. What is ignored is that
the enors are dilowed 1o ocour because of the integrity of the program design.

» Income and asset eligibility loophole (Broad-Based Categorical Eligibility) - A halimark of the
food stamp program is that ifts prirnary pumposs is 1o help feed the fruly needy- poor families,
disabled individuals, and the poor elderly, The authorizing law includes o “congressionat
declaration of policy” that states that the program s infended for “raising levels of nuirition
among low-income households.”*

Despite this clear intended pupose, changes in federal law, regulafions, and policy guidance
through the years has dramatically shifted the program away from this core objective, Broad-
Based Categoredl Higibility (BBCE), a policy that was entfirely a creation of the administative
state, allows people with incomes nearly double the poverly level fo gain eligibility by simply
being eligible fo recalve TANF-funded, non-cash benefits, which are avaiiable 1o much higher
income individuals, who are up to 185 percent of federal poverty, '

Another holimark of BBCE is that it effectively waives the osset fest. This has a two-fold
consequence. First, i allows rich people, even millonaires, 1o become eligible for the food
stamp program. ™ While this is o major integrity problem, BBCE has an even more direct
connection 1o fraud. BBCE is now the most common eligibllity for the program, ' meaning that
for most people on food sfamps, it does not matter what assets they possess. Since assetls do
not matter for eligibiliy, states are not doing checks for things ke bank accounts, vehicles,
homes, and other real property. This is a problem because It makes it much easier o hide
urveported income or other members of the housshold who may be eaming Income.

This is not a hypothetical problem. Rachel Dolezal'® was recently charged with welfare fraud in
the state of Washington, Dolezal is accused of stealing more than $8,000 in welfare benefits

FOUNDATION FOR GOVERNMENT ACCOUNTABILITY ... 4
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after she lied about the resources she had available to her. This included thousands of doliars
in bank accounts the state of Washingfon never bothered to took for,'? likely as a result of BBCE.
Often times, BBCE has been promoted as a way to simplify work for state government workers
who are processing food stamp applications. There have also been many claims made,
primarily by state govemnments and liberal think tanks, that BBCE “reduces errors,”™® Even more
notably, USDA iiself in an Obama-era 2009 memo signed by Associate Administrator Jessica
Shahin, tells regional administrators that they should get more states fo use BBCE to “increcse
SNAP participation.” Shahin goes on to write that USDA would, “encourage you to continue
promoting expanded categoricdl efigibility.” The memo then promises that BBCE can benefits
states by “reducing erors.”?'

However, BRCE does not reduce errors. The United State Government Accountabliity Office
{GAO) found in a 2012 report that, “both our analysis of USDA data and ouwr discussions with
SNAP staff suggest that BBCE mayy, in fact, contribute fo more payment erors. " What it
obviously and effectively does is increase enroliment for people who are fraditionally over the
income or asset imit,

SOLUTION: To address this problem, Broad-Based Categorical Eligibility should be efiminated.
This will ensure that the program is preserved for the fruly needy individuals that rely on it~those
with low incomes, and limifed assefts. Taxpayers should nof be asked to fund food stamps for
millionaires.

Verlfying Income, Assets, and Household Members - Verifying the information reported by
those applying for food stamps is a basic sfep in the adminishrative process. However, most
states are shorfchanging this process and instead of doing thorough checks, defaulting
instead 1o seif-atfestation of the applicant. A particular problem occurs when someone reports
they eam zero income. This tiggers a requirement that the state issue the benefit on an
expedited basis. By law, benefits have 1o be issued with seven days 1o someone with vety low,
or no income.? This leaves the stafe scrambling to issue the benefit quickly to avoid being
pendlized for late processing of benefifs. Since no income was reporting, there is nothing to
“verify” and the state moves on, The states should be using databases to check these cases, in
particular, when "no income” is claimed, but the iittle data they are using is cutdated and
ineffective.

There is a similar gap in the process of verifying who is fiving in the housshold. When sormeone
reports that there is no other wage-earmer in the household, the state is left frying to verify o
negative. In the distant past, states made home Visits to determine who was in a household.
That does not happen foday. Since states are not checking assets, they do not see if there are
other adults in the household listed on bank accounts, vehicles, or credit report associated with
the address, This leaves a major gap in the verification process.

This Is aiso not a hypothetical problem. Recently, a massive fraud case in Maine was the result

of a woman not reporing that her husband was fiving with her and that she ecmed a nearly
six-figure salary. The state falled for years fo do proper verification or checks of her life situation,

FOUNDATION FOR GOVERNMENT ACCOUNTABILITY .5
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leading to the theft of a quarter-miliion in welfare benefits.* Another massive case out of New
Jersay saw more than 15 people, mostly couples, arested for o ol of maore than 52 milion in
fraud that included food sfamps.® This case was a direct result of o lack of checking and
verifying the resources available to these individuals.

SOLUTION: To address this probilem, states should be required 1o use relioble, up-to-dote thirg-
party data that will quickly verlfy what income, assefs, or household members are parf of
eqch case. Some stafes use these dafabases now with success, but if fs opfional for states in
the food stamp program.

One of the most basic problems in the food stamp program that facllitates fraud is the lack of regular
reporing by recipients, So-called Simpiified Reporting allows most recipients fo only report chonges in
thelr income or household If they make them insligible for benefits. Traditiondl reporiing, or change
reporting, requires that alf changes be reported fo the food stamp agency within fen doys. Simplified
raporting was pushed broadly in the early 2000s through changes in a Farm Bill and by regulation:

At the fime, the primary idea behind Simpilified Reporting was that it would require less work for stafes
and recipients, lower enors rates, and expand access. it cerfainly has expanded access, as
evidenced by the growth in the program. It is debatable whether it requites less work for siates, as
state administrative costs have increased right dlong with eryoliment, more than doubling since
2001.% What we know for certain is that it did nothing to achieve the key supposed benefit of lowering
arror rates In SNAP. Overpayment error rafes were 5.09 percent in 2003 affer Simplified Reporting
became popuiar,®® and they are 5.19 percent now.” Forty-nine states cunrently operate Simplified
Reporting. Maine, however, requires fradifional Change Reporting, which requires that changes be
reported within ten days of occuring.®

This facliitates fraud and integrity issues because as individuals on food stamps become used 1o
infreguent or no reporting requirements, they are more likely fo fail to report information that affects
thelr eligibility even when they are required fo, leading to higher overpayments and wrongful eligibifity,
Another factor that contributes fo fraud is the lack of face to face interviews with clients. In-person
inferviews are generally walved in most states, and home visits are effectively non-existent, While the
food stamp program was orginally designed for most cases 1o have a personal interview conducted
prior to efigibiity, that practice has been regulated and waived out of exisfence.

SOLUTION: Allowing individuals on food stamps fo only report chonges of thelr annual review or once
every six months Is not sufficient fo properly guard against fraud. Two ofher opfions available to stafes,
quarterly reporting and change reparting, are rarely used but are much more sffective in cafching
fraud earfier. Able-bodied adulfs, In particular, should always have fo report meaningful changes
when they happen, or of least every few months, Face fo face inferviews with able-bodied adults
would also give sfates ancther good opportunity 1o spot fraud ond sfop .

Coupled with Simpiified Reporiing is the issue of lengthy cerfification periods. Simplified Reporting
aflows individuals o avold reporting most changes when they occur and, instead, wait for thelr annual
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recertification, As a result of policy decisions at the administrative level, the vast majority of the food
stomp popuiation only has 1o report thelr changes once a year or aven less frequently, Current
reguiations require that households with "unstable circumstances such as households with zero net
income” should have cerfification periods “consistent with their circumstances.™' The regulation exists
pecause households in this category have regulary shiffing income and housshold composition.
Therefore, the cerification period should be shorter than other households like those with an elderly or
disabled individual, However, 37 percent of SNAP recipients are curently in the “zero net iIncome”
category, but 98 percent of all households are cerfified for six months or longer, and 71 percent are
cetified for 12 months or longer. * This means that the individuai only has to check in with the food
stamp agency once a year.

This lengthy certification period is problematic because it provides the state with far fewer
cpportunities to cateh infentional fraud, or mistakes made, by the benefit reciplent. One reason the
states may be assigning such lengthy perods is that they want fo use Simplified Reporting that is
“easier” for the state workers 1o administer. Regulations require that the state agency can only use
Simplified Reporting for, “any household cerlified for at least four months.”*

SOLUTION: USDA and states should be held accountable fo federal regulations ond require able-
bodied aduffs, and those with zero income, fo report much more frequently than once or twice
each year. The lows and reguiafions should be adjusted to make sure more reguiar checks are done
fo catch problems in the cases.

According fo federal reguiations, in order fo be eligible for food sfamps in a particular state, a person
must reside in that state. Unfortunately, there are many cases of individuals spending their food stamp
funds entirely outside of the state and confinuing to receive food stamp benefits from the sfate.

Arecent example of this problem was highlighted by the State Auditor of Missour, who found 3,837
cases where Missour food stamp reciplents "used thelr EBT cards exclusively outside the state durng
the entire 2-vear audit period,” And it was not just in neighboring states either, The auditor found
multiple instances of usage in Califomia, Texas, Florida, New York, Hawaii, and the Virgin isiands.®
Maine had a similar story, finding $156 milion a year in total EBT fransactions,® food sfamps and TANF
funds, that were spent outside of Maine, and many in faraway places such as Disney World. ¥

Federal law allows food stamp users to spend thelr money in ancther state. That is offen referenced by
states when they are asked about checking the data on food stamp expenditures. While that is ue,
they are not allowed 10 live In another state, and states can use fransaction data, ke the Missour
auditor, fo pinpoint those bad actors. This should be a requirement for states.

Another issue exposed in the Missour audit Is that federal law exacerbates this problem on two fronts.
First of afl, simpilified reporting does not require someone 1o report a change in residency. This has fo
change. Secondly, Missouri has a state law that requires them o temporariy suspend a food stfamp
account if the user spends funds exclusively in another state for 90 consecutive days. They connot
implement this commonsense state law because federal regulations do not aliow i,

Another issue around residency occurs when an individudl receives food sfamps in two or more states,

FOUNDATION FOR GOVERNMENT ACCOUNTABILITY ... 7



30

The Public Assistance Reporting information Systern {PARIS) is supposed to catch this fype of
duplicative enroliment, but it does not work well, and many states do not use it for food starnps.*®
Recently, a five-state group in the southeastemn U.S. ran a pilot using a private vendor to improve on
the PARIS system 1o caich duplicative emoliment in thelr regionat areq. USDA estimates that
implementing this Nafional Accuracy Clearinghouse program nationwide would save taxpayers $1
bilion over the next decade.”

SOLUTION: There should be an improved national database to make sure there Is no duplicate
enroliment - people geffing food stamp benefifs in more than one state.

States should be required o review thelr EBT card food stamp fransoctions on o reguiar basis and act
on cases where cards are used exclusively oufsice of the state for two or three consecutive months.

USDA shouid affow states to temporarily suspend accounts unfil the issue is resolved.

Another area of grave concem in the food stamp program is the prevalence of dead individuals
confinuing o receive food stamp benefits offer they expire. While federal iaw requires states fo
operate systerns fo avoid this problem, it continues to rear iis ugly head around the coundry. In thelr
recent audit of the Missour! food stamp program, the ouditor found 3,668 cases where food stamp
benefits were used 30 or more days affer the recipient died.® Pennsyivania found a similar problemm in
2016 when he reviewed thelr food stamp rolls and found 2,324 deceased individuals st receiving
benefits at least 60 days affer thelr death costing the state §693,161 during that time.

A 2014 change 1o food stamp law requires state o report annually o the Secretary of the United.
States Department of Agriculiure fo verify that the state agency, “did not issue benefits to a deceased
individuat,”* but if is unclear whether those reports have been flled, or how states are verfying that
they are improving in this area.,

SOLUTION: There Is a low on the books now to require states fo demonstrate they are rmaking sure
there are no deceased indivicuais on their rolis. Those reporfs were due in 2017. and USDA should
rmake sure that stafes are comphving.

Stafes should be required fo crosscheck thelr eligibilify rofs of application and, each month, ogainst
the sfafe death registry.

Trafficking is often considered the most serious form of food stamp fraud, In no small part because it
often spills over info other criminal slements. There is significant crossover between food stamp
frafficking and the drug underworld.® This type of tafficking involves frading or selling the EBT card,
loaded with food stamps, for cash or drugs. As mentioned eatlier, there is debate about how laige a
problem reciplent fraud is in the program. The Congressional Resecirch Senvice acknowledges that no
one really knows the exact reciplent friaud rate because there is no uniform measure for this.* They
point out that the USDA Office of Inspector General pointed out in a 2012 report that, “FNS cannot
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estimate a recipient fraud rate because it has not established how States should compile, frack, and
report fraud in a uniform manner."*

Even bevond the variance in how state food stamp agencies, OIG's, and other entities might count
fhis fraud is that there are offen other organizations prosecuting these cases. For example, some
states have friained their local low enforcement 10 prosecute welfare fraud, so it is difficult to capture
the full scope of recipient fraud. The director of the award-winning Froud Unit at the Allen County
Department of Job and Family Senvices, who found intentionat violations in four percent of cases they
were able 1o look at, estimates that the rate of misuse is probably os high as 20 percent.* One of the
reasons that fraud numbers are ardificially low is that sfates offen choose fo avoid a Fraud Prosecution,
since the burden of proof is high, and if may be easier to simply process the case administratively. We
consider any “infentional program violation” an example of fraud.

Regardiess of the debate over the exact percentage, we know from nearly dally news storfes that
reciplent frafficking of benefits is a regular occurrence. There are long lists of examples,” like this one
from California where nine people were anested for welfare fraud In late August of this year.®

SOLUTION: Only an authorized user of the card should be affowed fo use the card. This should be
limited fo fwo or three users who must be on file with the state agency. Currently, there are no
restrictions.

Individuals can aiso sidestep investigations by stonewalliing. Law and reguiation should require
cooperation with fraud investigators as a condifion of eligibilify.

Cn the other side of the Trafficking coin are the SNAP approved retallers around the counbry, One of
the primary ways that benefits are frafficked is when a store congpires with a food stamp recipient 1o
run a scam that tums the benefit to cash for the recipient and puts extra funds in the accounts:of the
retailer. There are many high-profile exampiles of this type of trafficking, many of them highlighted in
May congressional testimony by Sam Adolphsen of the Foundation for Govemment Accountability,

These diverse examples, from Alabama, Maine, Wisconsin, and Massachusetls, show that SNAP refailer
fraud is a major issue. The most recent shocking example, which uncovered fraud of staggering
magnitude, saw 198 people anested for allegedly committing $3.7 mifiion in food stamp trafficking in
Jacksonwille, Florida.® The investigation was calied *Operation Haif-Back” because the scam included
SNAP retailers giving recipients fifty cents in cash in exchange for a dollar in SNAP benefits.®

There are more than 263,000 SNAP refailers across the country.® This staggering numbet represents o
chalienge to USDA and state pariners to properly oversee the integrity of these retdilers. in fact, Food
and Nutrifion Services (FNS) only reviewed the food stamp fransactions in @ percent of thase refallers in
2016.% In particular, so-called “convenience” stores and small markets represent a major challenge in
the program. These stores represanted 36 percent of the program in 2007, which jumped to 46
percent in 2017.% Conceming is that the trafficking rate for these stores is 18 percent, a rate which has
increased in the last decade.®™
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Cne of the primary ways that this fioud can be combatted is by regulary reviewing EBT card data,
However, primary responsibifity for retailer monitoring is left up fo USDA, and as discussed, they are only
reviewing o small portion of stores. USDA also has exclusive authority 1o sanction o remove an
offending retailer from the program. This largely cufs states out of the process, and as a result, many
states are not focused at all on reviewing thelr SNAP refailers or monitoring them.

SQLUTION: it is clear that USDAIFNS cannot handle the workload of policing SNAP retailers, Stafes
shauld be ermpowered fo remove bad actor sfores from parficipation in the program. They know
their focal sfores befler than FNS and are in @ beffer posifion o partner with local low enforcement fo
enforce rules and stop froud.

When there Is a legitimaote claim of fraud af o SNAP retaller, it should be fermporarily suspended from
operating.

With so many areas of the program prone 1o fraud, | s crifical that the administering agencies are
doing everything they can to combat the problems. The chalienge is that the food stamp program is
almaost entirely federally funded, but operated at the sfate level, with many state policy opfions. The
states are not properly incentivized fo find and stop froud, and i shows in the disparity between states
on their level of effort in this area.

For exarmple, as my colleague pointed out in his May testimony, Kentucky In 2016 disquadified necrly
2,000 people from food stamps for inappropriale activity, including 100 who were criminally
prosecuted. Massachusetts, a sfate with 2 million more residents than Kentucky, removed only 365
individuals, and only prosecuted two.* The examples go on. Wisconsin removed 2,000 offenders,
while Washingion state removed just 200, even though Washington state Is much larger.

It is not just the results either, but the level of effort where we find massive variance. Michigan
completed more than 40,000 investigations info cases in 2016, but New Mexico did just 40 such
investigations.® In 2016 North Caroling, a state with about 10 milion people, established §7.5 milion
in fraud claims, while New Jersey, a state with a similar population of @ milion, established just
$381,000 in fraud claims against recipients,

These disparifies demonshale and suggest a couple of different problems, First of alf, the “rate of
fraud” fvpically reported cannot be trusted becouss # s clear that many states are not actualy
looking for fraud at all. Unfil there is a uniform and sufficient effort placed on finding and stopping
fraud, we will not know the true fraud rate. Secondly, i highlights that states are not properly
incentivized to fight fraud. States should be held more accountable for allowing froud info the
program, o for letting # linger.

SOLUTION: USDA/FNS needs betfer reporting from states on how they are fighting fraud, and how
marny coses fhey are prosecuting.

States should be required 1o operdife a baseline level of fraud progrom that provides o more -
sfandard approach ond assurance that a minimum level of anti-fraud work is being done.
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Congress should elirinate the $48 million In annual "bonus payments” given to states and re-allocate
it specifically for fraud efforfs at the state leve! and should alfow states 1o keep 50 percent of fraud
recoveries instead of the current 35 percent.

One of the biggest issues with the food stamp program s the staggering number of able-bodied
aduits that continue 1o reside on the program meant for the disabled, eldery, and poor families.
Nearly hatlf the program is comprised of able-bodied adults, and 12 million of these are able-bodied
parents. Half of these parents do not work at all* These adults have a basic work requirement in low,*
but most states have not implemented this requirement af all. It is unclear If states are following the
lefter of the law as | pertains to able-bodied adults and the basic work requirements they are subject
to.

Along with these 12 million parents, several milion additional able-bodied adults are on the food
stamp program, inno smal part thanks fo massive loopholes in stafe walvers for able-bodied adulls
without dependents. These state waivers aliow them to avoid work requirements, and linger on the
program for years without working, desplfe a booming economy and a record number of jobs.®!

This is especially important as it relates o fraud because the best way o prevent fraud in food stamps
is to get people off food stamps and back fo work. The decades of the rolls swelling full of able-
bodied adults has accompanied the many fraud problems that piague the program. The disabled
and poor children are not the issue here, We know from dally news sfories and first-hand accounts
from state officials around the country that able-bodied adults between 18-60 are the most likely fo
commit fraud in the program. They are also the most likely 1o come 1o the program through the fraud-
pone process of BBCE, use simplified reporfing. and be involved in many of the other problem areas
of the progrom discussed above,

SOLUTION: Ensure that work requirements for able-bodied odulfs ore implemesnied properly 10 help

move millions of adulfs frorn food sfamps info work, reducing the number of individuals on the
progrom and reducing the overdll prevalence and potential for fraud.

FOUNDATION FOR GOVERNMENT ACCOUNTABILTY ... 11



34

References

' Food and Nutition Service, “Supplermental Nutition Assistance Program Participation and Costs September 7,
2018," U.S. Department of Agriculture {2018}, hitps://fns-
prod.azureedge.netfsites/defauli/fles/pd/SNAPsummary.pdf.

? Food and Nutition Service, "Nutrition Assistance Programs Report June 2018, U.S. Department of Agriculiure
(2018}, hitps://ins-prod.azureedge .net/sites/default/files/datastatistics/June-performance-repor-2018.pdf

3 “State impact of the 2018 Farm Bill,” Foundation for Govemment Accountability {(2018),
hitps:/fthefga.orgfresearch/state-impact-of-the-2018-farm-bitly.

4 Bureau of Labor Statistics, “Local Area Unemployment Statistics,” U.S, Department of Labor (2018},
hitps://stats.bls.gov/web/lausfiauhsthi.him.

5 Jeffry Bartash, “U.S. job openings climb to record 6.9 million,” Market Watch (2018),
hitps:/www.marketwatch.comystory/us-iob-openings-climb-to-record-69-milion-2018-09-11,

¢ Chart compiled with data from the U.S. Depariment of Agricutture and U.S. Depariment of Labor

7 Daniel R. Cline & Randy Alison Aussenburg, “Errors and Fraud in the Supplemental Nutrifion Assistance Program
(SNAP),” Congressional Research Service (2018), hitps://fas.orgfsgp/crsimisc/R45147 . pdf.

8 bid.
? Food and Nufrition Semvice, “Supplemental Nutrition Assistance Program Payment Enor Rotes Fiscal Year 2017,

U.S. Department of Agricutture {201 8), hitps://ins-prod.azureedge.net/sites/defauli/files/snap/FY1 7-QC-Payment-
Error-Rates.pdf.

1% Authors calculations based on 2017 expendifure.

" Food and Nutrition Service, “Supplemental Nutrition Assistance Program Participation and Costs September 7,
2018.” U.S. Depariment of Agriculiure (2018),

https://fns-prod.azureedge. netfsites/default/fites/pd/SNAPsurmmary.pdf

2 \State Check-Up Map,” Foundation for Govemnment Accountability (2018), htips://thefga.org/state-check-
map/

2 bid.

147 USC Ch. 51: Supplemental Nutrifion Assistance Program, U.S, House of Representatives,
hitp:/fuscode.house.goviview.xhimi?path=/prelim@titte7/chapters 1 &edition=pretim

' Randy Alison Aussenburg & Gene Falk, “The Supplemental Nutrition Assistance Program {SNAP): Categorical
Eligibility,” Congressional Research Senice (2018), hitps://fas.org/sgp/crsfmisc/R42054.pdf.

' Kristina Rasmussen, "How Millionaires Collect Food Stamps,” The Wall Street Joumnal (2018),
htips:/fiwww.wsj.com/articles/how-millionaires-collect-food-stamps-1516044026.

Y Efizabeth Laird and Carole Trippe, “Programs confering categorical eligibility for SNAP: State policies and the
number and characteristics of households affected,” Mathematica {201 4), https://www.mathematica-
mpr.com/api/sitecore/Medialibrary/ActuaiDownioad?fileld = %7891 356CBSF-F3E 1-43E6-ADE2-

C232B26593EB% 7D&fleName=SNAP_Categorical_Eligibility. pdf&fileData=SNAP_Categorical_Eligibility. pdf% 20-
%20%789135CBSF-F3E1-43E6-ADE2-C232B26593EB% 7D&fleMime=application%2Fpdf.

'8 Matthew Haag. "Rachel Dolezal, Who Pretended to be Black, Is Charged with Welfare Fraud,” The New York
Times (2018)." htips:/fwww.nytimes.com/2018/05/25/us/rachel-dolezal-welfare-fraud.html.

? Office of Fraud and Accountability, “Investigative Report,” State of Washington Department of Social and
Health Services {2018), hitp://ftocontent.wordnow.com/kha/DolezalChargedwithWelfareFraud.pdf.

2 Budget and Tax Center, ™ Vote No On HB 1047: Categorical Eligibility Enhances Efficiency and Reduces Costs,
It Also Helps Working Famifies, Older Adults, and People with Disabiiities Put Food on the Table,” North Carolina
Justice Center (2016}, hittp://www.ncjustice.orgy/sites/defautt/files/Fact%20Sheet%20-% 20SNAP--
Categorical%20EligibilityHB1047 . pdf.

FOUNDATION FOR GOVERNMENT ACCOUNTABILITY .. 12



35

2 Food and Nutrition Service, ™ improving Access to SNAP through Broad-Based Categorical Eligibility,” U.S.
Department of Agriculfure (2009}, hitps:/fns-prod.azureedge.netfsites/default/fies/snap/improving-SNAP-Acess-
through%20Broad-Based-Categorical-Eligibility.pdf.

2 "Report fo Congressional Requesters; SNAP Improved Oversight of State Eligibility Expansions Needed,” U.S.
Govemment Accountability Office (2012), hitps://www.gao.gov/assets/600/593070.pdf.

27 USC Ch. 51: Supplermental Nutrifion Assistance Program, U.S. House of Representatives,
hitp:/fuscode.house.goviview xhtmi?path=/preim@titie 7/chapters 1 &edition=prefim.

* Don Carigan, "Waren woman charged in biggest case of welfare fraud in state history,” WCSH News Center
Mdaine (2016), htips:/fwww.newscentermaine.com/arficle/news/iocaliwarren-woman-charged-in-biggest- case-
of-welfare-fraud-in-state-history/339308599.

2 payton Guion, Alex N. Gecan, & Andrew Ford, “14 Arrested in New Jersey Welfare Fraud Investigation,” USA
Today (2017), hitps:/fwww.usatoday.comy/story/news/nation-now/201 7/06/28/new-jersey-arrests-welfare-fraud-
investigation/435144001/.

* Food and Nutrition Service, “Simplified Reporting -- Conversations with States,” U.S. Department of Agriculture,
hitps.//fns-prod.azureedge. net/sites/default/files/a-sr-report.pdf.

¥ Food and Nutrition Semvice, “Supplemental Nutrition Assistance Program Parficipation and Costs,” U.S.
Depariment of Agriculture {2018), https://fns-prod.azureedge.net/sites/default/files/pd/SNAPsummary.pdf.

* Food and Nutrition Senvice, Food Stamp Program: Payment Eror Rates, U.S, Department of Agricutture (2005),
hitps://ins-prod.azureedge.net/sites/defautt/files/snap/2003-rates.pdf.

2 Food and Nutrition Service, “Supplemental Nutition Assistonce Program: Payment Eror Rates FY 2017, US.
Department of Agriculture (2018, hftps:/fns-prod.azureedge.net/sites/default/fles/snap/FY 1 7-QC-Payment-Enor-
Rates.pdf.

* Food and Nutrifion Sewvice, "State Options Report,” U.S. Department of Agricuiture {2018), hitps:/fns-
prod.azureedge.nel/fsites/defauli/files/snap/14-State-Cptions.pdf.

317 CFR § 273.12 - Reporting requirements, https://www.law.comell.edu/cfiitext/7/273.12

* saroh Louffer, "Characteristics of Supplemental Nutrition Assistance Program Households: Fiscal Year 2018,
U.S. Depariment of Agricutture (2017),

hitps.//fns-prod.azureedge.net/sites/defauli/fles/ops/Characteristics2016.pdf.
%7 CFR § 273.12 - Reporting requirements, hitps/iwww law.comell.edu/cliftext/7/273.12

% Nicole Galloway. “Report No. 2018-032, Supplemental Nutrition Assistance Program (SNAP) Data Analytics
Program,” Office of Missouri State Auditor (2018),

https:/fapp.auditor.mo.gov/Repository/Press/201 803226667 2.pdf?_ga=2.202183889.1178801371.1536780174-
1325229334.183678017.

* |bid,
3s

httpy/fsearchprod.fis.state.oh.us/cm_pub_api/opiunwrop/fready_for_publication/cmie_s_hhs_1/iestimony/cmie_s
_hhs_1_2018-01-30-0315_1078/ebtiotals.pdf.

3 Statement of Mary Mayhew Commissioner, Maine Department of Health and Human Services
https://oversight.house.goviwp-content/uploads/2016/06/2016-06-09-Mary-Mayhew-Testimony-MDHHS.pdf.

® Jonathan Ingrarn, "Five states know how 1o stop welfare froud — what is everyone else doing?” Washington
Examiner (2018}, hitps://www.washingtonexaminer.com/opinion/five-states-know-how-to-stop-welfare-fraud-
what-is-everyone-else-doing.

¥ Food and Nutrition Service, "The extent of trafficking in the Supplermentat Nutrition Assistance Program: 2012-
2014,” U.S. Department of Agriculture {2017),

https:/fns- prod.azureedge.net/sites/default/files/ops/Trafficking201 2-201 4.pdf.
FOUNDATION FOR GOVERNMENT ACCOUNTABILITY ... 13



36

“ Nicole Galloway, "Report No. 2018-032, Supplernental Nutrition Assistance Program (SNAP) Data Analytics
Program,” Office of Missour State Auditor {2018),
hitps:/fapp.auditor.mo.gov/Repository/Press/2018032266672.pdf?_ga=2.202183889.1178801371.1536780174-
1325229334.1536780174.

“Jeny Gaul, * Audit: 2,324 dead people were paid welfare benefits in Pa.,” The Voice Philly (2016),
hitps:/iwww.philiyvoice.com/audii-2324-dead-people-were-paid-welfare-benefifs-pa/.
42748 Code § 2036c

4 Sam Adolphsen, "How the food starmp crisis is fueling the drug pandemic,” Foundation for Govermnment
Accountability (2017}, hitps://thefga.org/wp-content/uploads/201 8/04/How-the-food-stamp-crisis-is-fueling- the-
drug-pandemic.pdf.

4 Daniel R. Cline & Randy Alison Aussenburg, "Errors and Fraud in the Supplemental Nutrition Assistance Program
{SNAP),” Congressional Research Senvice (2018), hitps://fas.org/sgp/crs/imisc/R45147 .pdf.

% “Analysis of FNS' Supplemental Nutrition Assistance Program Froud Prevention and Detection Efforts,” U.S.
Department of Agricutture (2018}, hitps://www.usda.gov/oigiwelbdocs/27002-0011-13.pdf.

* Josh Ellerbrock, “Jobs and Family Services grabs top honors fighting fraud,” Lima News (2018},
hitp://www.imaohio.com/news/297 440/jobs-family-services-grabs-top-honors-fighting-fraud.

47 Sam Adolphsen, "5 Welfare Scams Hoppening Right Now that Prove that We Need Welfare Reform,” The
Federalist (2018}, hitp://thefederalist.com/2018/04/1 2/5-welfare-scams-happening-right-now-prove-need-
reform/.

“ Lewis Griswold, "Nine Busted in Tulare County welfare fraud crackdown,” The Fresno Bee {2018),
hitps:/fwww.fresnobee.comylatest-news/article217525705.hmi.

4 Sam Adolphsen Testimony on Program integrity for the Food Stamp Program, hiips:/fthefga.orgfresearch/sam-
adoiphsen-testimony-on-program-integrity-for-the-food-stamp-programy/.

% Chiris Parenteau, “198 ensnared in Jacksonville food stamp fraud fotaling $3.7M,” News 4 Jax (2018),
https:/fwww.newsdjax.cormynewsflocalfjacksonviliefjacksonville-busts-organized-fraud-ring.

S ipid
52 Food and Nutrition Sewvice, “Fiscal Year 2017 At-A-Glance,” U.S. Department of Agricutture (2018), hitps://fns-
prod.czureedge.net/sites/defauli/files/snap/201 7-SNAP-Retailer-Management-Year-End-Surmnmary. pdf

52 Daniel R. Cline & Randy Alison Aussenburg, “Errors and Fraud in the Supplemental Nutriion Assistance Program
(SNAP),” Congressional Research Service (2018), hitps:/fas.org/sgp/crs/misc/R45147.pdf

54 ibid
% ibid .
% Food and Nutrition Service, “Supplemental Nutrition Assistance Program State Activity Report Fiscal Year 2016.”

U.S. Depariment of Agricutture {2017, hitps://fns-prod.azureedge. net/sites/defauli/files/snap/FY 1 6-State-Activity-
Report.pdf

57 ibid
% joid
% Jonathan Ingram, Sam Adolphsen, & Nic Horton, “The case for expanding food stamp work requirements to

parents.” Foundation for Govemment Accountability (2018), hitps:/thefga.org/wp-content/uploads/2018/02/The-
case-for-expanding-food-stamp-work-reguirements-to-parents.pdf

74,8, Code § 2015(d})

81 Sam Adolphsen, Jonathan Ingram, Nic Horfon, Victoria Ecrdiey, Nick Stehle, “Waivers Gone Wild: How states
have exploited food stamp loopholes” Foundation for Government Accountabiiity {2018), https://fthefga.org/wp-
content/uploads/201 8/06/Waivers-Gone-Wild-6-5-18-update.pdf.

FOUNDATION FOR GOVERNMENT ACCOUNTABILITY ... 14



37

Mr. PALMER. I thank the gentleman for his testimony.
The chair recognizes Dr. Gundersen for his testimony.

STATEMENT OF DR. CRAIG GUNDERSEN

Dr. GUNDERSEN. Thank you very much for this kind invitation to
testify this morning. It is an honor. I am Craig Gundersen, the
Soybean Industry Endowed Professor in Agricultural Strategy, in
the Department of Agriculture and Consumer Economics, at the
University of Illinois.

In addition, I am on the Technical Advisory Group for Feed
America, the lead researcher on Feed America’s Map the Meal Gap
Project, a Round Table member of the Farm Foundation, a faculty
affiliate of the Wilson Sheehan Lab for Economic Opportunities at
the University of Notre Dame, and a research fellow at the Texas
Hunger Initiative, at Baylor University. For over 20 years, my re-
search has concentrated on the causes and consequences of food in-
security and on the evaluation of food assistance programs.

For over 50 years, SNAP has been a shining example of a suc-
cessful government program. Of greatest importance, it has asked
to reduce food insecurity in the United States, and it does. Study
after study has demonstrated this success. By reducing food insecu-
rity, research has clearly demonstrated that this leads to improve-
ments in health, and reductions in mortality and healthcare costs.

In addition, SNAP leads directly to improvements over multiple
other dimensions of well-being, including through reductions in
poverty, improvements in health, reductions in anemia, et cetera,
et cetera.

SNAP’s success is achieved through the redemption of benefits at
authorized food retailers, ranging from super-stores and large gro-
cery stores, to military commissaries and farmers markets. This
public-private partnership avoids the need to support a parallel
government, food distribution bureaucracy, and helps retailers re-
main economically viable, especially in rural America.

Given the profound success of SNAP, it is no surprise that this
program has received such strong bipartisan support for decades.
I could spend the full allocated time by covering in greater detail
all the amazing things SNAP does, and has done, and will do for
tens of millions struggling Americans, and in the process, reducing
government expenditures in healthcare and other services.

Instead, due to this hearing’s focus, I will address the unfortu-
nate perception that SNAP is a program beset with fraud. Without
a doubt, one could tell anecdotes about fraud in SNAP, and these
should be met with anger, and forcefully prosecuted. But, of course,
we shouldn’t make public policies based on anecdotes. Instead, we
should carefully consider those safeguards in place to prevent
fraud, and despite these, whether there is extensive evidence or
fraud in SNAP.

I stated in testimony before this committee in May of this year
on a similar topic. There are two primary types of frauds that
USDA has implemented safeguards against.

The first is to prevent individuals from intentionally misrepre-
senting their household’s financial resources in an effort to qualify
for SNAP, or to increase their benefit levels. Individuals who are
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found guilty by their state of residence are banned from receiving
SNAP for 12 months, and if this happens three times, for life.

These safeguards have proven remarkably successful. In 2016,
only about 1 percent of SNAP recipients were found to be in viola-
tion of these rules, and consequently, they were punished accord-
ingly.

The second type of fraud is trafficking on the part of SNAP re-
cipients and retailers. This occurs when retailers give cash rather
than food to SNAP recipients in exchange for benefits. To prevent
this, the USDA closely monitors SNAP redemptions and alerts the
relevant authorities when trafficking is suspected. The introduction
of EBT made this process easier and more effective than when
paper coupons were used.

In addition, the USDA has established extensive partnerships
with local law enforcement to address trafficking. Like with fraud,
the vigilance of law enforcement and the USDA, and the threat of
serious penalties, has led to extraordinarily low rates of trafficking.
In 2016, about 1.5 percent of SNAP benefits are trafficked.

The primary lesson we can learn from current regulations is (a)
they work, and (b) we should be careful about making changes that
would hinder the success of SNAP. With respect to changes, we
should be aware of ideas promoted in the name of program integ-
rity that would undermine effectiveness.

For example, shorter recertification periods would impose bur-
dens on working families, who would then need to take time off
work to recertify. Or, for example, putting client’s pictures on EBT
cards would hinder persons with disabilities, seniors, and those in
multi-person households from using their benefits. In addition,
checking photos in

grocery lines puts an undue burden on cashiers, and lengthens
checkout lines.

SNAP works, in terms of improving the wellbeing of tens of mil-
lions of Americans in multipOle ways, and it does so while main-
taining low rates of fraud and trafficking. I support efforts to con-
tinue current investments and the tools that USDA and states
need to reduce fraud and trafficking. This is a critical important
aspect of program oversight.

To conclude, we should all be proud of the profound successes
that SNAP has achieved over the past 50 years, and in the process,
has become a model for other government services. It truly is a pro-
gram that all of us can count on in our times of need.

In some future hearing I hope to discuss with you all the exciting
ways that SNAP can be made even better for Americans of all ages.
In the meantime, I thank you all again for the opportunity to speak
with all of you today, and I welcome any questions you all may
have.

[Prepared statement of Dr. Gunderson follows:]
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Thank you very much for this kind invitation to testify this morning; it is an honor. I am Craig
Gundersen, the Soybean Industry Endowed Professor in Agricultural Strategy in the Department
of Agricultural and Consumer Economics at the University of Illinois. In addition, I am on the
Technical Advisory Group for Feeding America, the lead researcher on Feeding America’s Map
the Meal Gap project, a Round Table Member of the Farm Foundation, a Faculty Affiliate of the
Wilson Sheehan Lab for Economic Opportunities (LEO) at the University of Notre Dame, and a
Research Fellow at the Texas Hunger Initiative at Baylor University. For over twenty years, my
research has concentrated on the causes and consequences of food insecurity and on the
evaluation of food assistance programs.

For over fifty years, SNAP has been a shining example of a successful government program. Of
greatest importance, it is asked to reduce food insecurity in the United States and it does — study
after study has demonstrated this success'. By reducing food insecurity, research has clearly
demonstrated that this leads to improvements in health? and reductions in mortality® and health
care costs®. In addition, SNAP leads directly to improvements over multiple other dimensions of
well-being including through reductions in poverty, improvements in health, reductions in
anemia, etc.’. SNAP’s success is achieved through the redemption of benefits at authorized food

! Recent work on this topic includes, e.g., Gregory C, Smith T. Salience, food security and SNAP receipt. Journal
of Policy Analysis and Management. Forthcoming; Swann C. Household history, SNAP participation, and food
insecurity. Food Policy 2017,73 1-9; Gundersen C, Kreider B, Pepper J. Partial identification methods for
evaluating food assistance programs: A case study of the causal impact of SNAP on food insecurity. American
Journal of Agricultural Economics 2017;99(4):875-894.

2 For a review, see Gundersen C, Ziliak J. Food insecurity and health outcomes. Health Affairs 2015;34(11):1830-
1839.

* Gundersen C, Tarasuk V, Cheng J, de Oliveira C, Kurdyak P. Food insecurity status and mortality among adults in
Ontario, Canada. PLoS ONE 2018;13(8): e0202642.

* Berkowitz S, Basu S, Meigs J, Seligman H. Food insecurity and health care expenditures in the United States,
2011-2013 Health Services Research 2018;53(3):1600-1620; Tarasuk V, Cheng J, Oliveira C, Dachner N,
Gundersen C, Kurdyak P. Association between household food insecurity and annual health care costs. Canadian
Medical Association Journal 2015;187(14):E429-E436.

* For a discussion of some of these see Bartfeld J, Gundersen C, Smeeding T, Ziliak J. Editors. SNAP Matters: How
Food Stamps Affect Health and Well Being. Redwood City, CA: Stanford University Press. 2015.
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retailer, ranging from superstores and large grocery outlets to military commissaries and farmers’
markets. This public-private partnership avoids the need to support a parallel government food
distribution bureaucracy and helps retailers remain economically viable, especially in rural
America. Given the profound success of SNAP, it is no surprise that this program has received
such strong bi-partisan support for decades.

I could spend this full allocated time by covering in greater details all the amazing things SNAP
does, has done, and will do for tens of millions of struggling Americans and, in the process,
reducing government expenditures on health care and other services. Instead, due to this
hearing’s focus, I will address the unfortunate perception that SNAP is a program beset with
fraud. Without a doubt, one can tell anecdotes about fraud in SNAP and these should be met
with anger and forcefully prosecuted. But, of course, we shouldn’t make public policies based
on anecdotes. Instead, we should carefully consider the safeguards in place to prevent fraud and,
despite these, whether there is extensive evidence of fraud in SNAP.

As stated in testimony before this committee in May of this year on a similar topic®, there are
two primary types of frauds that USDA has implemented safeguards against. The first is to
prevent individuals from intentionally misrepresenting their household’s financial resources in an
effort to qualify for SNAP or increase benefit levels. Individuals who are found guilty by their
state of residence are banned from receiving SNAP for 12 months and, if this happens three
times, for life. These safeguards have proven remarkably successful — in 2016, only about one
percent of SNAP recipients were found to be in violation of these rules and, consequently, they
were punished accordingly.

The second type of fraud is trafficking on the part of SNAP recipients and retailers. This occurs
when retailers give cash, rather than food, to SNAP recipients in exchange for benefits. To
prevent this, the USDA closely monitors SNAP redemptions and alerts the relevant authorities
when trafficking is suspected. (The introduction of EBT made this process easier and more
effective than when paper coupons were used.) In addition, the USDA has established extensive
partnerships with local law enforcement to address trafficking. Like with fraud, the vigilance of
law enforcement and the USDA and the threat of serious penalties has led to extraordinarily low
rates of trafficking — in 2016, about 1.5% of SNAP benefits were trafficked.

The primary lesson we can learn from the current regulations is (a) they work and (b) we should
be careful about making changes that would hinder the success of SNAP. With respect to
changes, we should be wary of ideas promoted in the name of program integrity that would
undermine effectiveness. For example, shorter recertification periods would impose burdens on
working families who would then need to take time off work to recertify. Or, for example,
putting clients’ picture on EBT cards would hinder persons with disabilities, seniors, and those in
multi-person households from using their benefits. In addition, checking photos in grocery lines
puts an undue burden on cashiers and lengthens check- out lines.

SDean S. Program Integrity for the Supplemental Nutrition Assistance Program. Testimony before the
Subcommittees on Intergovernmental Affairs and Health Care, Benefits and Administrative Rules of the Committee
on Oversight and Government Reform, U.S. House of Representatives. 2018.
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SNAP works in terms of improving the well-being of tens of millions of Americans in multiple
ways and it does so while maintaining low rates of fraud and trafficking. 1 support efforts to
continue current investment in the tools that USDA and states need to reduce fraud and
trafficking. This is an important aspect of program oversight.

We should all be proud of the profound successes that SNAP has achieved over the past fifty
years and, in the process, has become a model for other government services. It truly isa
program that all of us can count on in our times of need. In some future hearing, I hope to
discuss with you all the exciting ways that SNAP can be made even better for Americans of all
ages’. In the meantime, I thank you all again for the opportunity to speak with all of you today
and | welcome responding to any questions you may have.

7 Proposals to expand SNAP with respect to recipients and benefit levels include Gundersen C, Kreider B, Pepper J.
Reconstructing SNAP to more effectively alleviate food insecurity in the U.S. RSF: The Russell Sage Foundation
Journal of the Social Sciences 4(2). 113-130. 2018; Waxman E, Gundersen C, Thompson M. How far do SNAP
benefits fall short of covering the cost of a meal? Urban Institute, From Safety Net to Solid Ground. 2018.; Ziliak J.
Modernizing SNAP Benefits. Policy Proposal 2016-06, The Hamilton Project. Washington DC: Brookings
Institution. 2016.
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Mr. PARKER. I thank the witnesses for their testimony. Before we
get into questions, there was an issue raised about whether or not
this committee is investigating waste at the Pentagon. And we did
have a hearing on that, and I must admit that I forgot, and it is
even more embarrassing, because I was in the chair for part of it.
But we held that hearing March 21st, 2017, and identified $125 bil-
lion of potential savings at the Pentagon.

And there is a report that the GAO put out this week on it that
shows that the Department of Defense has missed their mark on
what they agreed to do. And I think we are looking at doing a fol-
low-up hearing on that in November, and we will encourage all the
members of the committee to participate.

With that, I now recognize Chairman Jordan for his questions.

Mr. JORDAN. Mr. Roth—thank you, Mr. Chairman. So let me
start with you, how much were we spending on—how much were
we spending on the SNAP program, the food stamp program,
today?

Mr. RoTH. In the State of Maine?

Mr. JORDAN. Overall, just nationally. Do you know?

Mr. RoTH. I don’t know. My unit strictly deals with the ——

Mr. JORDAN. Ms. Coffey, how much are we spending on the over-
all, do you know?

Ms. COFFEY. The latest results were about $46 billion. Probably
the end of the year, the average has been around $60 billion or so.

Mr. JORDAN. $60 billion. How much were we spending about 10
years ago, do you know?

Ms. CorrEY. That, I don’t know.

Mr. JORDAN. What are the numbers—how many recipients today
in the food stamp program?

Ms. COFFEY. Approximately 41 million, give or take, on average.

Mr. JORDAN. Is that moving up? Is that trending up or trending
down right now?

Ms. CoFrFEY. It’s trending down right now.

Mr. JORDAN. What kind of decline from last year?

Ms. CorrEy. I don’t have that specific information in terms of
what the—because it is an average. Folks go on the rolls, come off
the rolls. I just don’t have that specific information.

Mr. JORDAN. What percentage of the 39, 40 million individuals,
and I assume some of those are, you know, counting children, what
percentage of recipients, let’s just say it this way, have been found
guilty of some kind of fraud?

Ms. CorFEY. So that would be difficult for me to respond to, sim-
ply because we focus on the retailer side of the investigations, so
our statistical data is really more towards retailers ——

Mr. JORDAN. Who can answer that? Mr. Bragdon, can you answer
that? What percentage of this 40 million population have been
found guilty of fraud?

Mr. BRAGDON. We don’t know that, Mr. Chairman. I think this
points to the lack of reporting that this committee and this Con-
gress has on just basic information about the program.

Mr. JORDAN. Well, I read some number of 11 percent. Is that
fair? I read it in our
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Mr. BRAGDON. It depends on what you're looking at. If you are
looking at individuals, are they the payment error rates, or if you
are looking at trafficking ——

Mr. JORDAN. Let’s go to Mr. Roth then. Mr. Roth, in your state,
what percentage of the food stamp recipients are found guilty of
some kind of fraud?

Mr. ROTH. Again, I can’t provide that number. I can only tell you
how many people we catch in a certain calendar year for commit-
ting fraud. These are allegations we bring forth for prosecution.

Mr. JORDAN. What percentage is that?

Mr. ROoTH. Again, I don’t have those numbers. We deal strictly
with the investigation. That would be a question perhaps for our
eligibility people.

Mr. JORDAN. This might be important information for us to have
if we are doing a hearing. I probably would kind of like to know
how many have been found guilty of some kind of fraud, which
would beg the next question, once they have been found guilty of
some kind of fraud in the system, are they allowed to continue in
the system, or are they kicked off?

Mr. RoTH. In Maine, we have—the criminal prosecution goes
through, and there is usually a penalty of that. We also then have
a disqualification. If a person is found guilty, they are disqualified
for a year. Second conviction, 2 years. Third time, lifetime. So we
follow through with that in Maine.

Mr. JORDAN. Someone could be found guilty in a court of fraud,
defrauding the system, defrauding taxpayers, but they are allowed
to get back on the program?

Mr. RoTH. That is correct.

Mr. JORDAN. Well, that seems kind of strange, too.

Ms. Coffey?

Ms. COrFFEY. So that is a little bit different on the retailer side.
If the retailer is found to have committed fraud and—retailer is
found to have committed fraud and trafficking through EBT bene-
fits, they are disqualified from the program. They are prosecuted
and disqualified from the program.

Mr. JORDAN. So would a work requirement help us cut down on
the percentage of fraud, even though we don’t know what that is.
Mr. Bragdon, do you think a work requirement would help us deal
with fraud?

Mr. BRAGDON. I think it would, because individuals would be
working and getting themselves out of poverty and off the program.
And so if you have fewer people on the program, because the need
is less, then you would have less fraud.

Mr. JORDAN. Yeah. Mr. Roth, do you think that is—a work re-
quirement would help? You guys have one in your state, right?

Mr. ROTH. Yes. Again, I can’t comment on that. We deal strictly
with the investigations. That is something that our policy people
work on.

Mr. JORDAN. Well, the example you gave, you said there was
someone who was deceased whose card was being used. It seems
to be if that deceased person, prior to being deceased, was able-bod-
ied, and they were working, that would prevent fraud in that situa-
tion at least, right?
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Mr. RoTH. Yeah. And I can speak to the fact that, you know, a
lot of these people that we investigate and prosecute are actually
working. They are just not reporting that work to us.

Mr. JORDAN. All right. Mr. Bragdon?

Mr. BRAGDON. I can speak to, I live in Florida. The State of Flor-
ida had about half-a-million childless adults on food stamps, and
restored its work requirement in January of 2016. Today, enroll-
ment for those childless adults is down 94 percent as a result of
that work requirement.

Mr. JORDAN. Yeah. It seems to me it works. Seems commonsense,
so it is certainly something we have to get done, and I wish the
Farm Bill would pass with that requirement in it. With that, Mr.
Chairman, I yield back.

Mr. PALMER. I thank the gentleman.

The chair now recognizes the ranking member, Mr. Raskin, for
5 minutes for his questions.

Mr. RASKIN. Thank you very much.

I actually want to start by following up on Mr. Jordan’s line of
questioning. I don’t know where the 11 percent number comes
from, but if 10 or 11 percent of 40 million people were being con-
victed of fraud under the program, if my math is right, that would
be more than 4 million people.

Is there anything like that number of people being convicted of
fraud under the program, Dr. Gundersen?

Dr. GUNDERSEN. No, there is not. I mean there is oftentimes con-
fusion between error rates, which can arise, because a case worker
errs, or people making relatively minor mistakes in their state-
ments about their income, and other things. That is one—and that
may be where that 11 percent— but even that sounds high to me.

If you look at cases of fraud, as defined by the USDA, as defined
by them, it is about 1 percent.

Mr. RASKIN. Okay. Ms. Coffey, let me just come to you. Did I
hear you just say that the most common form of fraud is retailers
giving people money instead of food, and then they get some kind
of kickback, or that they keep a percentage of it? Is that the most
common form of fraud we are finding?

Ms. COrFEY. That is correct.

Mr. RaSkKIN. Okay. And do we have any tabulation of how many
cases of that are taking place?

Ms. COFFEY. I can only speak to what we have reported on. We
had about 897 over the last 5 years of retailer fraud cases.

Mr. RASKIN. Uh-huh. So the most common form, there is around
900 cases over the last 5 years. So that is something less than 200
cases per year.

Ms. COFFEY. On average.

Mr. RAsKIN. Is that right? So what happens to the retailers that
are doing this? Because obviously it is a rip-off of the system, and
it shouldn’t be taking place.

Ms. COFFEY. So in those instances where we have identified that
the retailer has engaged in food stamp fraud, trafficking of bene-
fits, they are prosecuted. And when they are prosecuted they re-
ceive imprisonment potentially, restitution. There are a number of
sanctions that are issued by the court when that occurs. And then



45

Eltimaéely, they are disqualified from participating in the program
y FNS.

Mr. RASKIN. But their store, in other words, no longer could par-
ticipate.

Ms. CorrEY. That is correct.

Mr. RASKIN. I see. Okay. Can you just describe—give us a
prototypical case of how this would—how this fraud takes place?

Ms. COFFEY. So normally we receive allegations that come in
from a number of sources. We also have an OIG hotline. We get
referrals from law enforcement officials, other agencies, the public
telling us of potential fraud. We will initiate an investigation of a
particular retailer. Obviously, data analytics plays a significant
role in us being able to identify where there is potential fraud.

We investigate. We will do a number of investigative techniques,
which I probably won’t get into here.

Mr. RASKIN. Mm-hmm. But basically, are they printing it out as
though somebody had just bought groceries, but in reality, they are
giving them money at a discount, so they can keep money, is that

Ms. CorrEY. Basically, the person will walk into the store, the
card will be swiped, cash will be given to that recipient, and the
full amount of the swipe of the card is redeemed back from the gov-
ernment.

Mr. RASKIN. Okay.

Ms. CorFEY. So if they do a $100 swipe, the person may get $50.
The benefit from the government is $100 to the retailer.

Mr. RASKIN. Gotcha.

Dr. Gundersen, don’t we have work requirements now?

Dr. GUNDERSEN. So we do have work requirements now across
different dimensions. But if I may, though, I do want to say there
is this perception that SNAP discourages work. That perception is
false, is because for each additional dollar you earn with SNAP you
only lose—I am sorry. With each additional dollar you earn in
earnings, you only lose 24 cents in benefits. So people may not be
working for a number of different reasons, but the existence of
SNAP, as study, after study, after study has shown, does not dis-
courage work.

So thinking about work requirements in that context of SNAP
begs a question about whether or not it really is a problem. But
I will also say that there are work requirements in many states
with respect to able-bodied adults without dependents.

Mr. RASKIN. I am reading that 93 percent of SNAP spending goes
directly into the purchase of food. But if we added more adminis-
trative requirements, then that is going to divert money away from
food, and put it into more bureaucracy. Can you describe—I mean
is that intuition correct, that if we impose more massive bureauc-
racy on the process, then we are diverting money from getting food
to people.

Dr. GUNDERSEN. Right. So any bureaucratic hurdles that are put
in place is, as with any bureaucratic hurdles, will discourage people
from participating in the program. And research has shown that
those who would be most discouraged by these bureaucratic hur-
dles are those who are most in need, and will be least likely to be
able to get over these bureaucratic hurdles.
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Mr. RASKIN. Why is that?

Dr. GUNDERSEN. Oftentimes people who with very low education
levels, or chaotic homes, or other issues, or their children are hav-
ing difficulties, or people with disabilities, mental health challenges
may have difficulty dealing with this. So as you make the bureau-
cratic hurdles higher, and higher, and higher for individuals, you
put more and more people into hunger and food insecurity. And
moreover, it is the most vulnerable in our society who will be hurt
by this.

Mr. RASKIN. My time is up. I yield back, Mr. Chairman. Thank
you.

Mr. PALMER. I thank the gentleman. The chair recognizes the
vice-chairman of the Intergovernmental Affairs Subcommittee, Mr.
Grothman, for 5 minutes.

Mr. GROTHMAN. Thank you.

I will ask any one of you. People, of course, aren’t supposed to
sell their SNAP benefits, but we all know they do. We have people
from four different places around the country here, I guess, three
different places around the country. Could you all tell me how
much SNAP benefits are sold for in your area? We will start with
Mr. Gundersen, and work our way across. How much in the Cham-
paign-Urbana area do you get when you sell your SNAP

Dr. GUNDERSEN. For various reasons there is a lot of variability
across the country. What we see is generally

Mr. GROTHMAN. There’s generally no variability, but go ahead.

Dr. GUNDERSEN. It is generally about 50 cents on the dollar is
approximately what they are being sold for.

Mr. GROTHMAN. Okay. Mr. Bragdon?

Mr. BRAGDON. The easiest way to find this out is just going on
Craigslist, because people have ads to sell them, and it is about 50
cents on the dollar. But you can look up every location.

Mr. GROTHMAN. In Maine, what do they go for?

Mr. RoTH. We have seen 50 cents on the dollar. And the market
I talked about in Portland, that was about 20 cents on the dollar,
so it varies. But generally, 50 cents on the dollar is a good bench-
mark. Yeah.

Ms. COFFEY. Yes. Generally, what we see is 50 cents ——

Mr. GROTHMAN. Yeah.

Ms. COFFEY.—on the dollar.

Mr. GROTHMAN. Everywhere I ask in Wisconsin, they are selling
them 50 cents on the dollar.

Can we draw any conclusions from the fact that the necessity of
some of these benefits are whether people are getting them that
shouldn’t need them, that you are selling food, in essence, for 50
cents on the dollar? Mr. Bragdon, can we draw any conclusions
from that?

Mr. BRAGDON. I think if somebody is selling their benefits for
cash on the dollar, there is a question of whether or not they need
the benefits for food, or whether they are prioritizing getting cash
for some other purpose over buying food for themselves and their
family.

Mr. GROTHMAN. Okay.

Next question. This is for Dr. Gundersen. You said that SNAP
was not discouraging people from work, because it only took 24
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cents off of every additional dollar you have. But I want to point
out there are a lot of programs out of there. We have an earned
income tax credit that disappears the harder you work.

We have low-income housing. The harder you work, the more
rent you have to pay. Daycare. Just taxes itself. You know, we have
the Social Security taxes right from the top. You know, you are
taking money away.

And when you add them up, don’t you easily get, or can you eas-
ily get to situations in which for every, you know, work expenses,
too, you are taking 70, 80 cents for every additional dollar you
work. Don’t you think that discourages people from working?

Dr. GUNDERSEN. So I think it’s worthwhile in this context to sep-
arate out the effect of SNAP on work versus the effect of other pro-
grams on work. You know, as an economist, this is what we do all
the time, is to figure out the tax rates on various things, and
whether or not it impedes work.

SNAP itself does not discourage work, as I mentioned ——

Mr. GROTHMAN. How about all of them together?

Dr. GUNDERSEN. That is another question. I can’t speak exactly,
but I do—you know, at certain levels, there can be very high tax
rates, because of the way other programs are being run. So I guess
I would say is that if that is the case, and there are some programs
which encourage work, whether it be EITC. There are some pro-
grams that don’t discourage work, like SNAP. There are other pro-
grams that may, especially with the so-called cliff, that they may
discourage work. But SNAP

Mr. GROTHMAN. I'll point at EITC, that is one you said doesn’t
discourage work. That is phased out, depending on how many peo-
ple in the family. And it most definitely discourages work.

I would strongly encourage you, Dr. Gundersen, when you get
back to Champaign-Urbana, to talk to people who hire people in
the $9- to $14-an-hour range, and you will have no problem finding
people who are turning down raises, that sort of thing, because it
discourages work.

But I will come back to another question. And my good buddy,
Congressman Jordan, kind of alluded to this already. We are right
now in a situation in which we are as close to full unemployment
as I have seen in my lifetime. Okay? Nevertheless, the number of
people on SNAP benefits is up 50 percent. It is gone down lately,
but it is up 50 percent over where it was 10 years ago.

Now normally one would say if we have the strongest economy
I have seen in my lifetime, the need for SNAP ought to be the low-
est. Could anybody give an explanation as to how there could be
50 percent more people on SNAP than, say, 12 years ago, than
now? Sure, Mr. Bragdon.

Mr. BRAGDON. I think if you look at some of these loopholes iden-
tified in my testimony, where you essentially widen the front door,
and don’t check on individuals’ eligibility, you are going to have a
lot of people enter, and then stay on the program for a long period
of time. Because once you are in, there is very little checking on
an ongoing basis.

You also have more than a third of individuals who report zero
income not being verified. They are fast-tracked. I think the trag-
edy is we want people to get out of poverty, not make it simple for
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them to stay in poverty. And that is what could happen with a
strong work requirement.

Mr. GROTHMAN. I am always interested in you, Mr. Gundersen.

Dr. GUNDERSEN. Okay. So I mean there has been ——

Mr. GROTHMAN. Why is it

Dr. GUNDERSEN. There is extensive research that has been done
by many economists, including myself, on just this topic, as to why
the SNAP caseloads rose. The main thing is that while—I should
also note that they have been declining the past 2 years. The
strong economic growth of the past 2 years has really led to sharp
declines in SNAP, the number of SNAP participants.

We have to remember, though, is that the Great Recession was
the largest recession we have had perhaps since the Great Depres-
sion. Substantial increases then. But the benefits of the end of the
recession didn’t accrue to people for a long time, and hence, case-
loads remained high.

However, if the current economic expansion continues, in 2 years
we will find caseloads roughly what they were 12 years ago. I have
no doubt about that. Study, after study, after study has shown this.

Mr. GROTHMAN. Okay. I guess my time is up, but thank you for
indulging me with an extra 30 seconds.

Mr. PALMER. I thank the gentleman for his questions. The chair
recognizes Mr. Krishnamoorthi for 5 minutes for his questions.

Mr. KRISHNAMOORTHI. Thank you for allowing me to make some
remarks and additional questions. First of all, Ms. Coffey, can you
tell us what the decline has been in the SNAP rolls over the last
couple of years?

Ms. CorFEY. I don’t have that specific information, but I know,
just from our investigative perspective, that we have seen a de-
crease in our investigative resources. As the population of individ-
uals who are participating in SNAP increased over the last few
years, we saw an increase in our investigative resources working
those investigations, and we are starting to see a downward trend
at this time in the amount of percentage of work that we have rel-
ative to SNAP.

Mr. KRISHNAMOORTHI. Okay. Dr. Gundersen, can you comment
on that? You started talking about it, but what has been the de-
cline in the rolls in the last 2 years?

Dr. GUNDERSEN. I mean over the past 2 years I believe they have
declined, by total expenditures, maybe 5 to 10 percent, and the
number of people on the caseload has declined by roughly—Dby
about approximately that same number. So over the past few years
there has been these substantial declines, and we—we know that
it is going to go down again.

The other thing is we need to be careful about the 50 percent of
what it—increase. I mean there has also been population growth
over this time period, so what the appropriate comparison would
be, would be the number of participants amongst eligible house-
holds in comparison at two different time periods. That would be
the more appropriate comparison.

Mr. KRISHNAMOORTHI. And do you know the numbers for that?
What is that comparison?

Dr. GUNDERSEN. I mean the proportion out of people who are eli-
gible for SNAP has remained relatively steady over this time pe-
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riod. There hasn’t been major increases in the proportion of eligible
households participating. What has mainly driven the increase is
there is a lot more people who are eligible for the program for var-
ious reasons, and that is what has been driving the—we had a
Great Recession, and then for a long time the situation improved
for millions of Americans.

Mr. KrRISHNAMOORTHI. Ms. Coffey, what is the current work re-
quirement for SNAP?

Ms. CorrEY. That is not something that I am able to comment
on, in terms of—we handle the investigation side of the house. My
colleagues and I have done work in that area, but we do not ad-
dress that. For our purposes, we focus specifically on whether or
not an individual is trafficking their benefits, or other fraud.

Mr. KRISHNAMOORTHI. Dr. Gundersen, isn’t there a work require-
ment today for SNAP recipients, even before any additional work
requirements are imposed, and what is it?

Dr. GUNDERSEN. So I mean currently it is that for able-bodied
adults without dependents, between the ages of 18 and 50, if they
are not working for any three-month time period within 36 months,
or not in employment, or training, or something else, are consid-
ered to be ineligible for SNAP. So there are work requirements ba-
sically in the entire country. Of course, state and local areas can
get waivers for this, but there are work requirements already being
imposed.

Mr. KRISHNAMOORTHI. Okay. So if there was any supposition
that there aren’t requirements, that is, in fact, untrue. There are
work requirements today, and the fraud rate I think you said could
be as low as 1 percent. And what do you have to back up that per-
centage?

Dr. GUNDERSEN. So two things about that. First, I really want
to dispel this notion that work requirements are in any way con-
nected to fraud. Those are two completely different issues, and I
think we—if we want to have a discussion about work require-
ments, fantastic. But it is very different from what is going on with
fraud. Those are two—and that in terms of the information about
the extent of fraud in terms of the percentages is, I just got that
from previous testimony, where it is about, you know, about—up
to 1.5 percent of cases of fraud. As fraud is appropriately defined
as people misusing their benefits, it is about 1.5 percent.

Mr. KRISHNAMOORTHI. Okay. So if we currently have work re-
quirements, and the fraud rate may be as low as 1.5 percent, then,
you know, Dr. Gundersen, can you give us an explanation of what
you believe to be motivating the desire to impose further work re-
quirements in SNAP?

Dr. GUNDERSEN. I don’t know. I don’t know why we want fur-
ther—leaving aside the issue of work requirements, even if we im-
pose work requirements, that is not going to make any difference
in terms of fraud rates at all. So they should be two completely

Mr. KRISHNAMOORTHI. Yeah. Why do you think they are separate
issues?

Dr. GUNDERSEN. Why do I think they are separate issues?

Mr. KRISHNAMOORTHI. Yeah.



50

Dr. GUNDERSEN. Because there is no evidence that imposing or
not imposing work requirements is at all connected to the extent
of fraud. I haven’t seen any evidence that those that would have
to face work requirements are any more or less likely to commit
fraud. In other words, I don’t know where this is coming from. It
is baffling to me.

Mr. KRISHNAMOORTHI. Okay. How about this? What would you
do to further limit fraud in the system? We don’t want any fraud
in SNAP, whatsoever. So what would you do?

Mr. KRISHNAMOORTHI. Keep on going along the path we are
going on. It is all great that everybody has talked about some of
the neat things they are doing. Let’s continue along those paths.

We should also note, SNAP is a model. We should be having
these discussions about how great SNAP is, and maybe some other
progﬁrams could learn from SNAP, including the IRS, or something.
Yeah.

Mr. KrRISHNAMOORTHI. Okay. But you said keep doing what we
are doing. What are you talking about? What are you referring to?

Dr. GUNDERSEN. Well, some of the efforts—for example, one of
the advantages, now that we are using EBT, is it is more easy to
track when you see anomalies in stores, in terms of their redemp-
tions, which may be an example of trafficking. Or with more and
more information available online regarding people’s salaries, re-
garding people’s housing costs in an area is that that is what is
going on.

I should also note, one thing I want to come back to is, when peo-
ple at zero income, that means they have zero net income. It does
not mean they have zero gross income, necessarily, and it is really
important to make that distinction. But there is many ways to get
information about people.

Mr. KRISHNAMOORTHI. Thank you. Thank you, Mr. Chair.

Mr. PALMER. I thank the gentleman for his questions.

The chair now recognizes the gentleman from Michigan, Mr.
Mitchell, for his questions for 5 minutes.

Mr. MiTcHELL. Thank you, Mr. Chairman.

It may be tough to get it all in 5 minutes, so help me here, Mr.
Bragdon, and if you can be brief.

How many states last year had a waiver from the work require-
ment?

Mr. BRAGDON. It is important to look at it at the county level.
And about 37 ——

Mr. MiTCHELL. Right.

Mr. BRAGDON.—percent of Americans are—jobless adults on food
stamps are waived from any work requirement. Almost the entire
State of Illinois, where the Doctor is from, almost the entire State
of California. So you have wide swaths where there is low unem-
ployment, but the state chooses to waive

Mr. MITCHELL. Michigan had a state-wide waiver for

Mr. BRAGDON. They did, but they are restoring it now.

Mr. MITcHELL. They are just restoring it now.

Dr. Gundersen, we are going to have fun, because I went to
school in economics and public policy. Michigan State. Not Illinois.

I would agree with you that work requirements and fraud really
don’t have much of a relationship. So we have something that we
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agree on. But let’s start with it is a cost to the taxpayer, whether

the people aren’t working, and could be, and should be, or where

Ehere is fraud, it is still a cost to the taxpayer, which often matters
ere.

You need to explain to me why it is that you don’t believe work
requirements will have an impact, when, in fact, the unemploy-
ment rate in Michigan, or nationwide, let’s take that, is 3.9 per-
cent, and Michigan is about 4.2.

The highest percentage of people not participating in the labor
force are able-bodied men, 25 to 45, 50. By the way, before we get
to stereotypes, mostly Caucasian males. So explain to me how it is
that a work requirement saying if you can work, you should work,
if you need skills, you should get training, why that isn’t something
that makes sense to you as an economist.

Dr. GUNDERSEN. So I say this for a couple reasons. First of all,
I want to get back to this thing. You know, we are all taxpayers
here. We have to remember that SNAP recipients also are tax-
payers.

Mr. MiTCHELL. Dr. Gundersen, I have 5 minutes.

Dr. GUNDERSEN. Okay.

Mr. MiTcHELL. I asked you a question. I would appreciate it if
you answer it.

Dr. GUNDERSEN. No. No. I was just clarifying this thing about
the taxpayers.

So why shouldn’t we have this is that work requirements are
that, the ones that we have in place now is, that, for whatever rea-
son, some people are or are not working. The point I want to make
about this, though, is that if I truly believe that SNAP was discour-
aging people from working

Mr. MiTcHELL. The question isn’t whether they are discouraging.
That is the wrong assessment to make. The question is whether
they are—there is an expectation to work, and there is an incentive
to work, not whether they are being discouraged.

Our systems, our support systems—and Mr. Krishnamoorthi is
leaving, but I know we have talked about it, is that we should not
say are we doing something to discourage people from working. We
should say it is an expectation to work. This program is not in-
tended as a lifestyle for long-term.

Dr. GUNDERSEN. Well, if I could—it is not a lifestyle for the long-
term. The average length of time on SNAP is 9 months. So in other
words, most people cycle on and off the program.

Mr. MiTCHELL. Multiple times.

Dr. GUNDERSEN. Right. That is true. Off work, on to work, and
these are the things that—so rather or not work— and we still—
we already have work requirements. And I am not making the ar-
gument we should get ——

Mr. MiTcHELL. Well, we have work requirements, but as Mr.
Bragdon noted, 37 percent of the country last year weren’t covered
by work requirements for one reason or not, despite historically low
unemployment rates.

Second, the work requirements we have don’t apply to a great
number of people, many of which would fit in the category you ex-
pect to work, able-bodied working adults that are young males. So
while we have them, they are not working.
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Dr. GUNDERSEN. Right. You know, 37 percent of counties is, we
would have to look carefully at each of those counties. If you look
at Illinois

Mr. MITCcHELL. I think he said 37 percent of the population.

Dr. GUNDERSEN. Thirty-seven percent of the population. So it is
worthwhile to have a discussion why is a particular county not get-
ting—why is a particular county getting a waiver, and other coun-
ties not. That is definitely something we should be pursuing.

Mr. MiTcHELL. Well, then let us not say, as we testify, or answer
questions, that we have work requirements, so they don’t matter,
because the reality is last year 37 percent of the population on
SNAP were not affected by work requirements under the current
law. That is fact.

Dr. GUNDERSEN. I am not denying that. No.

Mr. MITCHELL. And it matters. Let me change topics, because 1
have one minute left, so we will let—if I can.

We make a distinction, which I think is artificial, between the
error rate and fraud. The question is, I guess, what do we do with
states, Ms. Coffey, that have some extraordinary error rates? What
is the penalty for states? Because ultimately, it still costs the tax-
payers. Whether it is fraud or whether it is errors, the reality is
it 1s money out of our pocket that should not be.

Ms. COFFEY. In terms of what the states—what the penalty is for
the states, that is not something for investigations that we nec-
essarily focus on. That is something that my audit colleagues have
had—work that has been completed relative to the error rates, with
respect to SNAP. And the state

Mr. MITCHELL. Let me stop you a second. There are some states,
I've noted, that have some significant error rates. They are not
minor. But we don’t have any process by which to take action with
the state in terms of a significant percentage and ongoing error
rates? It is, “Gee, we hope you do better?”

Ms. CoFrEY. I don’t believe that is the case. I just can’t articulate
what that process is at this time.

Mr. MiTcHELL. Could you ask back at your agency to get the re-
port to the committee

Ms. COFFEY. Absolutely.

Mr. MiTcHELL.—what the process is for dealing with states that
fail to, under the current regulations even, properly mange their
program and error rates? Because, in fact, there should be, in some
manner, sanctions upon states that fail to manage their program,
because it is other people’s money. That is not acceptable outcome.

Ms. COFFEY. Absolutely, I will do that, sir.

Mr. MiTCHELL. Thank you for your consideration, Mr. Chair. I
yield back.

Mr. PALMER. I thank the gentleman for his questions. The chair
now recognizes the gentlewoman from New Jersey, Ms. Watson
Coleman, for her questions.

Ms. WATSON COLEMAN. Thank you, Mr. Chairman. I take an op-
portunity to contextualize our being here today.

I do have some information that might be helpful. In 2018, fiscal
year 2018, approximately 40,834 people were on SNAP, rep-
resenting 20,000-plus thousand—million—I'm sorry—million, let us
talk about million, families, at a total cost of $46,253,741,494,
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$125.88 per person, represents, assuming three meals a day, about
$1.50 an hour. Just want to contextualize this, because we are hav-
ing such a long hearing on this.

Because at the very same time this—my republican colleagues in
this Administration offered an unprecedented tax cut bill that rep-
resented 83 percent of the benefit, representing more than $84 bil-
lion of money going to less than 1 percent of the people in this
country. And now we are proposing, we understand, even an addi-
tional tax incentive to ensure that those very same people get
$105,000 more each year. I just want to contextualize that, because
I think there is an absurdity in this undertaking that we have here
today.

In May, there was a report that was done and submitted to the
U.N. by an American, actually, who said that the United States
has the highest rate of youth poverty, infant mortality, incarcer-
ation, income equality, obesity among all countries in the developed
world, and as well as 40 million people living in poverty.

So there is no question about whether or not individuals who are
on SNAP can work, do work. The issue is that if they get a chance
to work, they might have to work six jobs in order to make enough
money not to qualify for SNAP. They are still in poverty.

And it says that the policies here, this is Mr. Austin’s findings,
over the past year seem deliberately designed to remove basic pro-
tections from the poorest, and punish those who are not in employ-
ment, and make even basic healthcare into a privilege, as opposed
to a right. It just seems to see where our priorities are, they cer-
tainly aren’t for the everyday working families, hard-working fami-
lies, and poor families, and disabled families. They are for the very,
very wealthy. And the hypocrisy of that is overstated in this hear-
ing today.

Not only do we have how badly we are treating Americans, but
we have found that over the weekend the Department of Homeland
Security announced a proposed draft regulation that targets poor
immigrants seeking a better life. This rule will deny green cards
to immigrants trying to provide food for their families with SNAP
assistance. That is about $1.50-some-cents a meal, given the possi-
bilities of having three meals a day per person.

My republican colleagues would like to focus in this hearing a
flaw within the SNAP program. It is imperative that we discuss
the implications of the proposed rule.

I want to thank you for your testimony, because you are talking
about a whole range of issues, from the fraud that takes place from
the individual perspective, the fraud that takes place from the pro-
vider’s perspective, the store, and the errors that are made in the
system. And this all adds up to less money then is given to the
very, very, very wealthy in this country.

But the proposed rule as it relates to immigration—our immigra-
tion system to benefit the rich, crowding out so many who have
long contributed to America’s vivity. This proposed rule would force
families to make impossible choices, the choice between staying to-
gether in the country they already call home, and providing food,
healthcare, housing, and other necessities to their loved ones. Fam-
ilies on Medicaid, SNAP, Medicare, Part D, or public housing fami-
lies will face new hurdles to getting permanent residency.
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So let us put this hearing in context. Let us understand that my
republican colleagues and this republican administration doesn’t
give a good damn about those who are the neediest in our country,
the 90 percent of the hard-working people that try to make the
ends work, those who can’t work because of disabilities, or for other
reasons, those who need to be able to provide food for their chil-
dren. They don’t give a damn about them.

They give a damn about the 1 percent, the very, very, very, very
hungry, greedy wealthy. They are not asked to create not one damn
job, or not go to work for not one damn day. They just need to be
rich, and if they are rich, they will be enfranchised even more by
this republican-controlled Congress, and this administration.

This hearing should never even be taking place today, with all
the priorities that we have at stake right now, that fall under the
jurisdiction of the Oversight Committee. Give me a break. America,
pay attention.

I yield back.

Mr. PALMER. The chair recognizes the gentleman from North
Carolina, Mr. Walker, for his questions.

Mr. WALKER. Thank you, Mr. Chairman. I think that last, I don’t
know what it was, but I think it was damn preposterous.

Let’s look at the facts here. Mr. Tarren, I am going to come to
you in just a second.

In North Carolina, 2016, we had 2,000 people that were recipient
or disqualified, because of fraud, and we lost over $4 million. So I
want to address that a little bit, but I want—I actually want to
start with Dr. Gundersen, kind of clear a couple things up here.

With Representative Mr. Mitchell, in your testimony there, I be-
lieve you said that within 2 years these numbers would go down
for people that were on the SNAP program. Is that what you are
saying?

Dr. GUNDERSEN. I am saying given current trajectories, if the
economy stays strong, and the current trajectories that we are see-
ing with this, as I expect, SNAP caseload will continue to decline
over the next 2 years. All the evidence regarding the connection be-
tween a strong economy and SNAP caseloads will continue to hold,
in my opinion.

Mr. WALKER. So you are saying due to the strength of the econ-
omy, if it stays as strong as it is right now.

Dr. GUNDERSEN. Right. A strong economy is critical. Research
has clearly demonstrated that the main driver of SNAP caseloads
is the economic health.

Mr. WALKER. Yeah. I am glad to hopefully continue the policies
that keep that economy strong with our team here. The problem is,
is that we have seen since 2001 the increases of SNAP recipient
programs have gone from 17 million to right at 42 million. That
should be concerning. And listen, we are not coming at this from
a position of judgment. My question to you is: How do you measure
the success of a program?

Dr. GUNDERSEN. So I measure a—here is how we, as economists,
measure the success of a program, is we compare participants with
eligible non-participants. Are people better off over multiple dif-
ferent dimensions if they get SNAP, as opposed to if they are eligi-
ble and not receiving SNAP.
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And as I mentioned in my testimony, study after study has dem-
onstrated how successful SNAP is at achieving that goal. That is
how we define the success of SNAP. And it is one of the most well-
researched programs out there in literature.

The other thing I should note is that I agree. I think it is a prob-
lem that more people are receiving SNAP. It is bad that our econ-
omy is not—that not everybody is able to have a high enough in-
come that they can’t be on the program. I agree. But I also agree
that I am glad that SNAP is there, given all the proven benefits
of it, and let’s hope with the continued economic strength those
caseloads will fall.

Mr. WALKER. My concern is that your perception as well as many
in the federal government is that we measure the success of a pro-
gram by how many people we are adding to it, as opposed to how
many people we are transitioning off. Isn’t that the ultimate goal
in all of this?

Dr. GUNDERSEN. The ultimate goal in all of this in America is
that nobody would need SNAP. I am in complete agreement. I am
not in Washington, D.C. I am at University of Illinois.

Mr. WALKER. I see the sign.

Dr. GUNDERSEN. I do not define the success of a program as to
how many people are on it. That is not how

Mr. WALKER. But if we are unwilling to make the changes nec-
essary to transition people off, specifically able-bodied adults, and
others, despite the testimony that you just heard, nobody is going
after people with disabilities, or anything of that nature, gross ex-
aggerations again.

Mr. Bragdon, the pilot results from five states show how success-
ful a state-to-state data-sharing program. I know you have done
some research on this, how it can be successfully reducing im-
proper payments, and saving states and federal taxpayers hun-
dreds of millions of dollars. Based on these pilot results and other
available data, do you consider implementing a program such as
the NAC, or the National Accuracy Clearinghouse, a priority, in
order to reduce recipient SNAP frauds, specifically dual participa-
tion?

Mr. BRAGDON. Yes. And USDA estimated that it would save a
billion dollars. I think this is why it was a priority in the House
Farm Bill.

Mr. WALKER. Okay. What do you think the drawbacks would be,
if any, to implementing this program on a nationwide scale?

Mr. BRAGDON. I don’t think there are drawbacks. I think it would
require states to change how they do business, but not impose an
administrative burden. We haven’t seen that from the pilot states,
so it has been more difficult to do then.

Mr. WALKER. Mr. Roth, I do have a question for you. Earlier this
year I introduced the SNAP Abuse and Fraud Prevention Act of
2018 that would require the USDA to implement the National Ac-
curacy Clearinghouse on a nationwide basis to limit interstate dual
participation in SNAP. Is dual participation in SNAP a problem in
Maine?

Mr. ROTH. It is. It is not looked at through my unit. We just han-
dle the criminal investigations and overpayments, but there is a
unit within the state that does that. They compare out-of-state
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transaction use, and they do catch those people, so to speak, quite
regularly.

Mr. WALKER. And the same question to you, would the draw-
backs to implementing this program, do you anticipate any?

Mr. ROTH. I am not a policy person, so I couldn’t comment on
that, but I see it as, you know, certainly something that we would
be interested from an investigative standpoint.

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

Mr. PALMER. I thank the gentleman.

The chair now recognizes the gentleman from Pennsylvania, Mr.
Cartwright, for his questions for 5 minutes.

Mr. CARTWRIGHT. And I thank you, Chairman Palmer.

Well, I want to start with you, Dr. Gundersen. I wrote down
what I thought you said. This is a hearing about SNAP fraud,
right? That is the title of the hearing, SNAP Fraud, Supplemental
Nutrition Assistance Program Fraud. And what I thought you said,
Dr. Gunderson, is something that I strongly agree with, that fraud
s}}llou?ld be met with anger, and forcefully prosecuted. Did you say
that?

Dr. GUNDERSEN. Yes, I did.

Mr. WALKER. Mr. Bragdon, do you agree with that?

Mr. BRAGDON. I do.

Mr. WALKER. All right. We are off to a good start.

So what I found was that there was recently an article in
Mathematica Policy Research, actually from this month, September
6, 2018, that said that, “New work requirements on SNAP food re-
cipients would cause 2 million participating households to lose
their eligibility for SNAP. Among those households, 34 percent in-
clude senior citizens.”

And Dr. Gundersen, what would putting senior citizens to work
do to combat SNAP fraud?

Dr. GUNDERSEN. As I indicated earlier, is there really is no con-
nection between fraud

Mr. WALKER. So nothing.

Dr. GUNDERSEN.—and work requirements. So ——

Mr. WALKER. So nothing.

Dr. GUNDERSEN.—it is an ancillary issue. And I think ——

Mr. WALKER. Nothing, right?

Dr. GUNDERSEN. It would have no impact on fraud.

Mr. WALKER. Okay. And then it says, “Twenty-three percent
would include children.” What would putting children to work do
to combat SNAP fraud,” Dr. Gundersen?

Dr. GUNDERSEN. It would have no impact on SNAP fraud.

Mr. WALKER. Nothing. And it says, “Eleven percent would in-
clude a person with a disability.” Dr. Gundersen, what would put-
ting people with disabilities to work do to combat SNAP fraud?

Dr. GUNDERSEN. It would have no impact.

Mr. WALKER. No impact. Okay.

And now back to you, Mr. Bragdon, you are here representing
the Foundation for Government Accountability, is that correct?

Mr. BRAGDON. Correct.

Mr. WALKER. And that is a conservative think tank that you
started yourself, is that correct?

Mr. BRAGDON. Correct.
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Mr. WALKER. All right. You founded it in 2011, am I correct in
that?

Mr. BRAGDON. Correct.

Mr. WALKER. And you are a young man. I think I have socks
older than you, and I want to congratulate you on your success.

Mr. BRAGDON. I am 42, so you have some old socks.

Mr. WALKER. You founded it in 2011. First-year revenue was
$212,000. Second-year revenue was $731,000. In 2016, your founda-
tion’s revenue had shot up to $4.8 million that year. Am I correct
in that?

Mr. BRAGDON. Correct.

Mr. WALKER. Again, congratulations.

Mr. BRAGDON. Thank you.

Mr. WALKER. Your foundation is a 501(c)(3) corporation, correct?

Mr. BRAGDON. Correct.

Mr. WALKER. And your foundation advocates about things like
SNAP eligibility requirements, like we are talking about today,
right?

Mr. BRAGDON. Correct.

Mr. WALKER. Your foundation advocates against Medicaid expan-
sion, right?

Mr. BRAGDON. Correct.

Mr. WALKER. Your foundation advocates about Welfare require-
ments as well, correct?

Mr. BRAGDON. Work requirements in Welfare for able-bodied
adults. Correct.

Mr. WALKER. All right. Has your foundation taken a position on
last year’s tax bill, the one that gives 83 percent of the tax revenue
back to the 1 percent of Americans? Have you taken a position on
that?

Mr. BRAGDON. We have not. We focus on getting individuals from
Welfare to work, and reducing barriers to work.

Mr. WALKER. Now has your foundation been audited to make
sure you are not doing more lobbying than you are allowed to do
under the rules under 501(c)(3)?

Mr. BRAGDON. Sir, great question, and I appreciate you are ask-
ing it. We have an audit every year. We also have a separate
501(c)(4) organization, where if we are doing lobbying, it is done
under a separate organization that is not tax deductible.

Mr. WALKER. That is where I was going. The people who are giv-
ing you money, you have to list their identity.

Mr. BRAGDON. Do we have to list the identity of

Mr. WALKER. Of your donors.

Mr. BRAGDON.—our donors?

Mr. WALKER. Right.

Mr. BRAGDON. No. We are not required by law to do that.

Mr. WALKER. You don’t list your donors. And these are people
who get a tax deduction for every dollar they give you, don’t they?

Mr. BRAGDON. Correct. Just like individuals who give to a
church, or any other 501(c)(3) organization.

Mr. WALKER. You are not a church, are you?

Mr. BRAGDON. No. No. But anyone in that (c)(3) category is tax
deductible.
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Mr. WALKER. Okay. But let me ask you this. Would it be a mat-
ter of complete indifference to you if your revenue started to de-
cline because your donors don’t like your message?

Mr. BRAGDON. I am not sure

Mr. WALKER. Do you like it that your donors like your message
and keep giving you more, and more, and more money every year?

Mr. BRAGDON. So we partner with our donors to get more people
back to work. So they voluntarily give money for us to do research
and outreach on these issues. So it is a partnership with them.

Mr. WALKER. Do you like it?

Mr. BRAGDON. Do I like having donors? Sure. It funds our work.

Mr. WALKER. Those are all my questions. Yield back, Mr. Chair-
man.

Mr. PALMER. If the gentleman from North Carolina would like to
be recognized, and I would kind of like to get back to the topic of
fraud in SNAP. And I recognize the gentleman for additional ques-
tions.

Mr. WALKER. Mr. Bragdon, I would like to see the 435 House
members answer that same question, do they like their donors?
But we will move on to the courtesy of the chairman’s wishes.

Ms. Coffey, you note in your written testimony that the types of
SNAP fraud are changing. How has your office worked with FNS
to deter these new instances of retailer fraud? Could you share a
thought on that?

Ms. COFFEY. So when we identify potentially new fraud schemes
that are arising based on information technology, we come across
them as we are doing our investigative work. So it is critical for
us to be able to go back to FNS and have those discussions with
the agency to say, “This is what we are seeing. This is a potential
loophole. And this is something that FNS is going to have to make
a policy change or a change in regulation in order to address
those.”

I can’t go into specifics, due to some of them are sensitive in na-
ture, and we don’t want to disclose those publicly to bad actors out
there, but that is our general practice. If we see some sort of
scheme that is out there, we will notify FNS, and work with them
to try to address that.

From your perspective, are retailers engaging in criminal traf-
ficking of SNAP benefits more or less than they used to, and what
explains this trend? We are getting information that some of the
gangs are doing the 50 cents on the dollar, and some of the stuff
that we are hearing. Tell me a little bit. Are you seeing some of
the same things, or specifically, don’t want to lead you. You tell me
what you are seeing.

Ms. COFFEY. So in terms of what we are seeing, it is typically the
retailers who are still doing your standard trafficking, in terms of
exchanging cash for the benefits. There may be other—we are, you
know, anecdotally seeing some—typically, we do not see trends
where we have had drugs, or firearms, or other types of offenses
in the stores themselves. We are seeing a little bit more of that.
That is a little bit on the increase now. But in terms of, you know,
what we are seeing, we are still seeing our typical standard traf-
ficking.
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Mr. WALKER. This question, I will start with you, but also want
to get Mr. Roth’s input on it. From your perspective, what has been
the most effective strategy to combat retailer fraud within the
SNAP program?

Ms. COFFEY. I think in terms of what has been the most effective
strategy, I know that we partner with other agencies to work these
investigations. I think in terms of the fraud that we are seeing, by
taking the retailer out, you are only addressing one side of the
problem. You have to really address both sides of the problem, in
terms of making sure that there are penalties for individuals who
are trafficking their benefits, as well as the retailers.

Because if you take the retailer out of the program, folks can
take their benefits and go somewhere else to traffic them.

Mr. WALKER. Mr. Roth?

Mr. RoTH. I would agree with that. And oftentimes when com-
paring it, I liken this to a drug dealer and the users. If you take
out the drug dealer, you still have a user component. You still have
a problem, and they are going to transfer it to another dealer.

I was recently at the United Council on Welfare Fraud’s annual
meeting, and some of the states were presenting mechanisms for
which they would look at the after successful investigation into a
store, how they would deal with the recipients. And that is cer-
tainly something we are interested in doing in Maine.

Mr. WALKER. Okay. Would these strategies be useful for state
law enforcement agencies, in cases where they have statutory au-
thority? Mr. Roth?

Mr. RoTH. Yes. Again, and any state that has the ability to con-
duct these investigations, they are lengthy, but we partner with
OIG USDA. We find it works a lot better.

Mr. WALKER. Sure.

Mr. ROTH. They’ve got a lot more resources. We also partner with
other federal agencies. But they are certainly a worthwhile focus.

Mr. RoTH. What about FNS, do you think they could help? Any
steps to assist?

Mr. RoTH. Absolutely. They help in identifying stores that are on
that fringe, are conducting themselves in what should be looked at,
in a manner that should be looked at.

Mr. RoTH. Ms. Coffey, you agree?

Ms. CorrEY. I do agree, and I think FNS plays a critical role in
when, through our investigative work, we identify an issue that
needs to be addressed. Because sometimes there are loopholes. A
number of years ago the definition of trafficking prevented us from
being able to pursue prosecution in certain instances as the
schemes became a little bit more convoluted.

I think you heard Mr. Roth mention dumping water. That wasn’t
something that was prosecutable, because that wasn’t considered
trafficking. So in response to our concerns, FNS moved forward to
change the definition of trafficking. So yes, FNS definitely has a
role to play.

Mr. WALKER. Dr. Gundersen, do you believe that somehow by re-
ducing the total number of people that are on the SNAP program
would also help reduce the fraud?

Dr. GUNDERSEN. It would have no impact on the proportion of
households that are engaging in fraud. In terms of the absolute
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numbers, if you took—you know, almost by definition, if you take
away, yes, the numbers will fall if there is fewer people on SNAP,
but the proportion

Mr. WALKER. That wasn’t my question. If we somehow can pro-
vide hope, and opportunity, fulfillment for many people, 40-some-
thing million, if we were able to—let’s just say if we are able to
reduce that in half, you tell me that that would not also have a
chance to reduce the fraud as well?

Dr. GUNDERSEN. Well, right. By definition, is if you have fewer
people on a program, as the economy expands, then the opportuni-
ties for fraud decline. But there are lots of ways you can ——

Mr. WALKER. I think that was a yes.

I yield back, Mr. Chairman.

Mr. PALMER. I thank the gentleman.

And I am going to recognize myself.

Mr. PALMER. First of all, I want to try to clean up some of the
mess that has come out of this hearing, and I want to congratulate
the witnesses for hanging in there with us, despite this hearing
going all over the road.

First of all, in terms of the work requirements on the Farm Bill,
it only impacts about 29 percent of the people who are on SNAP
benefits at the time. It is age 18 to 59, so this idea of forcing the
elderly to get a job is not applicable. It doesn’t apply to people with
disabilities, or the elderly, or for caregivers with children under 6
years old. There are waivers out of that.

It increases the amount of assets that individuals can have. I
mean we haven’t increased the value of an automobile since the
1970s, and that goes from, I think, 4,000 to 12,000. So people who
want to get a job will want to be able to get to work. And when
they get a job, they can continue to collect their benefits.

And Mr. Gundersen, I appreciate your answers to the questions.
I think what will reduce fraud, because most of it has to do with
retailers, Mr. Roth, I believe, that is the biggest number I saw, is
about a billion dollars, is the retailers. I think you are going to
have bad actors

regardless the number of people you have on SNAP benefits.

And it is an effective program. I grew up dirt poor. I get it. And
I mean I lived in a house my dad built himself, in a room that had
cardboard between the two-by-fours, in a bedroom I shared with
my brother. So I understand that people need a hand-up. And I
think this program has been beneficial, but at the same time, we
want to encourage people to rise above their condition.

That is not what the hearing is about. It is not about abuse and
waste at the Department of Defense. Although, we had a hearing
on that in March of 2017. We are looking into that. This is about
reducing the amount of money that is lost in the program because
of bad actors, fraud.

And in many cases, particularly on the retail side, Mr. Roth, the
retailers are taking advantage of people by offering them cash for
their SNAP benefit card. They are taking advantage of people. And
I think that is not just the loss of the money, it is what happens
to the folks who give up that card. They are not buying food, in
many cases. Sometimes they are buying drugs. Sometimes they are
buying lottery tickets. It is not benefiting them or their families.
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So that is what we want to try to focus on, is how do we eliminate
the fraud.

Mr. Bragdon, I apologize for the last series of questions directed
at you. It has been my experience in the past, having run a think
tank for 25 years, that when people start trying to undermine the
legitimacy of your work by questioning who is contributing to your
work, it tells me that you have already won the argument. So I
commend you for your work.

With that, Mr. Roth, it was mentioned that if you want to get
an idea about the trafficking of SNAP benefit cards, just go on
Craigslist. Is there any way in your investigations into these that
you have looked at a sting operation, any way to combat that type
of fraud on Craigslist?

Mr. RoTH. We haven’t seen a lot of the Craigslist ads in Maine.
They have come up very sporadically. But it is a difficult operation
to do. It requires, from a safety standpoint, extra investigators. But
we do pursue those things when we have them. We have had some
other tips come in from people that heard of people trading their
cards, but, again, those are very difficult investigations to make.
We get a lot of allegations, but they are hard to work.

Mr. PALMER. Well, I have also heard that they advertise in pa-
pers for SNAP benefit cards, and marketing them that way. But
are there also cases where retailers are kind of networked in terms
of what they are willing to offer, so that there may not be the same
group, but they reach some kind of an agreement that they won’t
pay more for a card than the other guy.

Mr. RoTH. Ironically, we got a complaint from one retailer that
the other one was undercutting him on what he would pay for the
cards. So it does happen, believe it or not.

Mr. PALMER. So wait a minute. What you are saying is, is one
retailer literally turned themselves in by complaining that another
retailer was offering more for the cards than they were.

Mr. ROTH. Yes.

Mr. PALMER. Well, that goes on another list.

Mr. Bragdon, in your experience at FGA, Foundation for Govern-
ment Accountability, what have you observed in terms of successful
ways to reduce fraud?

Mr. BRAGDON. I think one of the things is just, at the state level,
the verification of actually following up on individuals, and requir-
ing regular check-ins. I think that we all want people to move off
the program, get back to work, and out of poverty, and that re-
quires a certain kind of engagement, both on the front door, and
on an ongoing basis by the state. And that is really key.

Mr. PALMER. Yeah. I know the inspector general’s office has real-
ly focused on the retailer side of it. Have you looked into the data
analytics to determine if that is helpful in reducing the amount of
fraud, Ms. Coffey?

Ms. COFFEY. So we have. Actually, that is a critical piece of any
of the investigations that we do. With the onset of the benefits
being electronically available, we actually have a whole host of
data that we are able to utilize for the purposes of data analytics,
to help us identify where potential fraud is occurring, how it is oc-
curring, when it is occurring. And that really has given us an op-
portunity to really move forward on some of these investigations,
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where prior to the electronic benefits, it would have been very chal-
lenging to try to pursue food stamp coupons.

Mr. PALMER. Have you seen, in terms of the retailer trafficking,
is that on the rise, or is it fairly steady?

Ms. COFFEY. It is hard to say in terms of if it is on the rise. What
I can say is we have initiated fewer investigations, relative to re-
tailer trafficking, within the last year. Now there could be any
number of reasons for that. But it is difficult for us to say if it is
on the rise.

Mr. PALMER. Have you made recommendations to FNS in regard
to ways to combat the trafficking?

Ms. COrFEY. There are a number of things that we have put for-
ward to FNS that we are working with them on currently, to basi-
cally identify—where we have identified concerns, FNS is aware of
that, and we are working to try to figure out the best way to ad-
dress those concerns.

Mr. PALMER. Have they implemented any of your recommenda-
tions?

Ms. CorrEY. We are not quite there yet, but I know they are
definitely working on it.

Mr. PALMER. I want to get back to how we close some of the loop-
holes. I know the Foundation for Government Accountability has
done a lot of work on that. And I read a number of your—I read
all of your recommendations in your written testimony, but can you
just highlight a couple of—a couple of them that you think would
really have the biggest impact, Mr. Bragdon?

Mr. BRAGDON. Sure. I think just to punch the point and the stat
that you started off the hearing with, with the increase in the num-
ber of prosecutions, and administrative actions, this is an area
where if you don’t look, you won’t see it, but if you do look, you
will see a lot of different things.

I list off in the testimony ten different areas. A lot of them have
to do with the certification period, how long before somebody has
to check back in. Life is dynamic, as you heard from the doctor.
And so if people are on the program for a short period of time, but
you are not checking in with them for a year-plus, if they go back
to work, that is not going to be caught.

A lot of the federal data bases that states are required to use are
not regularly updated. So if states use their own data, they could
have more real-time analysis. Even with the retailers, more than
half of all stores that take EBT cards are convenience stores, and
yet, we know from the Congressional Research Service that only 9
percent of those stores are looked into. Yet, it is only 5 percent of
the total transactions, but it is 20 percent likely chance that each
transaction is trafficking. And so this is an area where aggressive
oversight from this committee and from the agencies is really key.

Mr. PALMER. We have been talking about fraud, but we have also
got the issue of the payment error rate nearly doubling. That has
been a big, big issue with me. The improper payments issue. We
sent out $141 billion last year in improper payments.

Every agency and every program is required by law to report
their improper payment rate, and I think for 2 years, the SNAP
program did not report. I think they reported last year.
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Ms. Coffey, can you give us any idea of why that rate would have
doubled?

Ms. CorrEY. Recently, our office had done work relative to the
quality control process, which helps in the calculation of the error
rates, and had made several recommendations to FNS, in terms of
how to improve that particular calculation.

My understanding is, and I would have to basically talk to my
audit colleagues, that that is really the basis for what the changes
you are seeing, that some of those, I guess, changes in the algo-
rithms they use to calculate that information have been imple-
mented. And so you are seeing an increase in the error rate at this
time.

Mr. PALMER. You know, it is one of those things that, having run
a think tank, and being into data and numbers, when I first got
here and got on this committee, and the comptroller general came
in a hearing and testified that we were sending out $141 billion a
year in improper payments, that you have that moment where you
think your head might explode. Considering that we are in deficit,
that is 141 billion that we had to borrow to send out improperly.
And then there were 18 federal programs that didn’t even bother
to report. I think it is a huge issue.

It is not only a fiscal issue for the federal government in trying
to manage our fiscal situation, but it also—for instance, on Med-
icaid, 36.3 billion in improper payments. That is money that is not
getting to the people that need to get it. Not to, again, reinforce the
fact, we had to borrow that money to send it out to somebody who
is not supposed to get that money. And some of that, not all of it,
but a part of that was fraud as well.

I think it is an issue that we need to crack down on, because we
have an oversight responsibility to be fiscally responsible for the re-
sources that we are putting out there. We have a responsibility to
provide a program that maximizes the benefit to the people who
need it. It is not about tax cuts for anybody, or any of that.

I mean, like I said, I grew up dirt poor. I am thankful that there
are wealthy people out there that started a business, and were
willing to give me a job, give me a chance to be the first person
in my family to ever go to college. I have never been given a job
by a poor person. That would be just be brutally honest.

But at the same time, I have a very strong desire to see people
do well, and to give people a hand-up, help them to get where they
need to be, particularly those who are in the most difficult cir-
cumstances, the disabled and the elderly.

So with that, I appreciate the witnesses for appearing before us
today. The hearing record will remain open for 2 weeks for any
member to submit written opening statement, or question for the
record.

If there is no further business, without objection, the subcommit-
tees stand adjourned.

[Whereupon, at 11:56 a.m., the subcommittees were adjourned.]
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