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112TH CONGRESS REPORT
9d Session HOUSE OF REPRESENTATIVES 112-470

SEQUESTER REPLACEMENT
RECONCILIATION ACT OF 2012

PROVIDING FOR RECONCILIATION PURSUANT TO SECTION 201 OF THE
CONCURRENT RESOLUTION ON THE BUDGET FOR FISCAL YEAR 2013

May 9, 2012.—Committed to the Committee of the Whole House on the State of the
Union and ordered to be printed

Mr. RYAN, from the Committee on Budget, submitted the following

REPORT

together with
MINORITY VIEWS

[To accompany H.R. 5652]

The Committee on the Budget, to whom reconciliation rec-
ommendations were submitted pursuant to subsection (a) of section
201 of House Concurrent Resolution 112, the concurrent resolution
on the budget for fiscal year 2013, having considered the same, re-
port favorably thereon without amendment and recommend that
the bill do pass.






Introduction

The Path to Prosperity budget that passed the U.S. House of Rep-
resentatives on March 29, 2012 set in motion a process to
reprioritize certain across-the-board spending reductions enacted as
part of the Budget Control Act of 2011 [BCA]. This process, called
reconciliation, consists of a special procedure to give expedited con-
sideration to bills enacting the spending, revenue, and debt policies
contained in the budget resolution.

To trigger these expedited procedures, The Path to Prosperity in-
cluded reconciliation instructions calling on six House committees
to achieve specified amounts of deficit reduction from programs
within their jurisdictions. This Reconciliation Act consists of the
legislation they have recommended to achieve the same deficit re-
duction required by the BCA, but without the haphazard cuts—es-
pecially to national security—that an across-the-board approach
would entail.

THE BUDGET CONTROL ACT OF 2011

In mid-2011, as the nation approached the statutory limit on how
much it could legally borrow, the Obama administration asked
Congress for a “clean piece of legislation” to increase the govern-
ment’s legal borrowing authority without any spending cuts to
match.!

House Republicans refused to give the President the blank check
he requested. Instead, Speaker of the House John Boehner insisted
that any increase in the debt ceiling be accompanied by a greater
amount of spending reduction. Speaker Boehner made clear on
May 9, 2011 that, “Without significant spending cuts and reforms
to reduce our debt, there will be no debt limit increase. And the
cuts should be greater than the accompanying increase in debt au-
thority the President is given.” 2

Once it became clear that Congress would not rubber-stamp his
requested increase in the debt ceiling, President Obama announced
that he would not accept a debt-ceiling deal that did not include
large tax increases on American families and businesses.3

House Republicans succeeded in protecting hardworking tax-
payers by preventing the President from securing a bill containing
tax hikes. Instead, a bipartisan agreement was forged to reduce the
deficit by putting an upper limit on discretionary spending and to
set in motion a framework to achieve additional savings. The BCA

1Brian Patrick, “Debt Limit Tick Tock,” Blog Update, Office of Majority Leader Eric Cantor,
August 1, 2011. http:/ | majorityleader.gov [ blog /2011 / 08/ debt-limit-tick-tock.html

2Remarks by House Speaker John Boehner. Economic Club of New York. May 9, 2011. http://
www.speaker.gov | News | DocumentSingle.aspx?DocumentID=240370

3 Patrick, “Debt Limit Tick Tock.”

3
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paired a $2.1 trillion increase in the public debt limit with equiva-
lent deficit reduction over the ensuing 10 years.

The BCA called for deficit reduction in three phases:

1. First, it established caps on discretionary spending, achieving
approximately $917 billion in savings over 10 years.

2. Second, it established and called upon a Joint Select Com-
mittee on Deficit Reduction (JSCDR) to produce legislation with at
least an additional $1.2 trillion in deficit reduction.

3. Third, it established an automatic sequestration process to
force spending reductions in the event the JSCDR did not produce
a deficit-reduction bill or Congress refused to pass it. This “seques-
ter” would result in immediate discretionary spending reductions
effective January 2, 2013.

Understanding each component of the BCA is critical to under-
standing the fiscal impact of the law as a whole. The BCA’s pre-
sequester spending caps reduced discretionary spending for fiscal
year 2013 to a maximum of $1.047 trillion. Some, including Senate
Majority Leader Harry Reid, are still insisting that House Repub-
{icalfs are obligated to pass fiscal year 2013 spending bills at these
evels.

But Congress is no longer operating in a pre-sequester world.
Last November, the JSCDR announced that it could not reach
agreement on a deficit-reduction bill by the statutory deadline,
thus triggering the sequester. Congress is now operating in a post-
sequester world—one in which discretionary spending for fiscal
year 2013 is capped at $949 billion. Every non-exempt defense ac-
count will be cut proportionally for a total of $55 billion, or 10 per-
cent, and every non-exempt non-defense account will be cut propor-
tionally for a total of $43 billion, or 8 percent, in January 2013 un-
less Congress acts to replace this sequester by reprioritizing the
savings.

These across-the-board and arbitrary cuts would be devastating
to America’s defense capabilities. Leaders of both parties agree that
sequester savings should be reprioritized. On August 4, 2011, then-
director of the Office of Management and Budget (now White
House Chief of Staff) Jack Lew wrote that the sequester was not
intended to be implemented: “Make no mistake: the sequester is
not meant to be policy. Rather, it is meant to be an unpalatable
option that all parties want to avoid.”®

THE JOINT SELECT COMMITTEE ON DEFICIT REDUCTION

While both parties have expressed their desire to avoid the con-
sequences of the sequester, there is profound disagreement over
how. This disagreement was evident in the JSCDR’s failure to
produce a deficit-reduction bill last year.

Despite the good-faith effort on the part of committee Repub-
licans to avoid the sequester (and, by extension, to avoid its dis-
proportionate impact on defense), the negotiations exposed a funda-
mental lack of seriousness by some in Washington regarding the

4Naftali Bendavid, “Fight Breaks Out Over 2013 Budget Cuts,” Wall Street Journal, March
14, 2012. hitp:/ / blogs.wsj.com | washwire /2012 /03 14/ fight-breaks-out-over-2013-budget-cuts

5Jack Lew, “Security Spending in the Deficit Agreement,” August 4, 2011. http://
www.whitehouse.gov | blog /2011 /0804 / security-spending-deficit-agreement (accessed March 19,
2012).
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need to control government spending and address the structural
drivers of the debt. As JSCDR Co-Chairman Jeb Hensarling made
clear, Democrats on the committee “were unwilling to agree to any-
thing less than $1 trillion in tax hikes—and unwilling to offer any
structural reforms to put our health care entitlements on a perma-
nently sustainable basis.” 6

Committee Democrats refused to address the problem, so the
problem remains. Therefore, the immediate question of how to
reprioritize sequester savings—and the larger challenge of averting
a debt-fueled economic crisis—have become central to this year’s
budget debate during this year’s budget season.

THE PRESIDENT’S FISCAL YEAR 2013 BUDGET

The President’s fiscal year 2013 budget calls on Congress to re-
place the sequester, but i1t does not make a specific proposal to turn
the sequester off. It assumes that the sequester does not occur, but
it does not lay out a specific path forward to avoid its con-
sequences. The President’s budget includes tax increases and
spending cuts (including a $487 billion reduction in defense spend-
ing), which it claims are enough to offset the sequester—but it in-
cludes a net spending increase that consumes nearly all of its
claimed deficit reduction.

This approach is deeply flawed, for three reasons. First, it im-

oses a net tax increase on American families and businesses of
52.0 trillion. Washington’s fiscal imbalance is overwhelmingly driv-
en by runaway spending, not insufficient tax revenue, and reducing
the deficit by taking more from hardworking Americans would sim-
ply slow the economy, reduce job opportunities, and ultimately
prove counterproductive as a deficit-reduction strategy.

Second, despite the large tax increase, the President’s budget
also contains a net spending increase of $1.4 trillion, for a total of
only $605 billion in deficit reduction. The rest of the President’s
deficit-reduction claims are based on discredited budget gimmicks,
including almost $1 trillion in “savings” that come from projecting
current wartime spending in Iraq and Afghanistan out for the next
10 years, then proposing not to spend that money, even though it
was never requested and was never going to be spent.

And third, much of the President’s actual spending reduction
comes from cutting too deeply into the Defense Department. Al-
though the President’s budget does not cut defense as deeply as the
sequester would, these cuts would still jeopardize the capability of
the U.S. military.

THE SENATE’S LACK OF A BUDGET

It has been three years since the Senate passed a budget, and
the legal deadline for passing a congressional budget resolution
this year has already passed. Yet there has been no indication that
Senator Reid plans to put forward an alternative plan for
prioritizing spending, much less for averting the sequester. Instead,
he continues to insist that Congress is still operating in a pre-se-
quester world, even though the President’s own budget admits that

6 Hensarling, Jeb. “Why the Super Committee Failed,” Wall Street Journal, November 22,
2011. http:/ | online.wsj.com [ article | SB10001424052970204531404577052240098105190.html
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“the sequester was triggered and will take effect in January 2013
if no action is taken.”? Senator Reid’s approach has been the very
definition of inaction. There is a better way forward.

The Path to Prosperity Approach:
REPRIORITIZE SAVINGS THROUGH RECONCILIATION

Pursuant to the Path to Prosperity budget resolution, the House
has advanced a series of reforms that replace across-the-board cuts
scheduled in law with common-sense reforms that take steps to ad-
dress government’s unsustainable autopilot spending.

Six House Committees have advanced legislation that will:

1. Stop Abuse, by Ensuring that Individuals are Actually Eligible
for the Taxpayer Benefits They Receive;

2. Eliminate Government Slush Funds and Stop Bailouts;

3. Control Runaway, Unchecked Spending;

4. Restrain Spending on Government Bureaucracies; and

5. Reduce Waste and Duplicative Programs.

The savings from these reforms will replace the arbitrary discre-
tionary sequester cuts and lay the groundwork for further efforts
to avert the spending-driven economic crisis before us.

Below is an outline of the reforms being advanced by the six
committees (Agriculture, Energy and Commerce, Financial Serv-
ices, Judiciary, Oversight and Government Reform, and Ways and
Means) that received reconciliation instructions under the budget
resolution.

1. STOP ABUSE BY ENSURING THAT INDIVIDUALS ARE ACTUALLY
ELIGIBLE FOR THE TAXPAYER BENEFITS THEY RECEIVE

A troubling trend has emerged in recent years, in which eligi-
bility restrictions intended to focus limited government resources
on those who need them most have been systematically weakened
or have broken down due to loopholes in the law. This Reconcili-
ation Act protects aid for those who need it by making sure that
taxpayer dollars are not going to those who don’t qualify for assist-
ance.

o It eliminates a loophole that has allowed individuals to qualify
for food stamps on such flimsy pretexts as receiving a brochure
from another government program.

e It eliminates a loophole that allows individuals to increase
their food-stamp benefits by as much as $130 a month for receiving
as little as $1 in federal utility assistance.

o It stops the practice of sending the refundable portion of the
Child Tax Credit to individuals who are ineligible to work in the
United States.

e It requires anyone who receives an overpayment of health in-
surance subsidies under the Democrats’ health care law to repay
the full amount of the overpayment.

7“Fiscal Year 2013 Budget of the U.S. Government,” Office of Management and Budget, Feb-
ruary 2012. htip:/ /www.whitehouse.gov /sites/default/files/omb /budget /fy2013 /assets /budg-
et.pdf
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2. ELIMINATE GOVERNMENT SLUSH FUNDS AND STOP BAILOUTS

Recent legislation has all too often ceded too much power to un-
accountable bureaucrats, and has just as often provided them with
access to taxpayer money in ways that fuel wasteful spending and
bailouts. This Reconciliation Act targets these indefensible slush
funds and automatic subsidies for elimination.

e It protects taxpayers by eliminating the Wall Street bailout
fund included as part of the 2010 Dodd-Frank financial overhaul.

e It terminates the Obama Administration’s ineffective housing
bailouts, which have become the target of widespread and bipar-
tisan criticism for actually making matters worse for homeowners.

o It reforms the National Flood Insurance Program to increase
financial accountability by requiring the program to sufficiently
cover risks.

o It eliminates the unaccountable government health slush fund
created by the Democrats’ health care law.

3. CONTROL RUNAWAY, UNCHECKED SPENDING

Federal programs across the board experienced an explosion of
funding in recent years. Federal spending on food stamps has in-
creased by 267 percent over the last decade—with part of that ex-
pansion coming from President Obama’s failed 2009 stimulus law.
Medicaid spending is up 86 percent over the last ten years. And the
Democrats’ health care law would increase spending by $1.6 trillion
over the next ten years. This Reconciliation Act takes measures to
stop the spending spree and restrain spending growth in the fu-
ture.

e It repeals automatic increases in food-stamp benefits enacted
as part of the President’s failed stimulus law.

o It repeals a provision of the Democrats’ health care law that
allows the Secretary of Health and Human Services unprecedented
authority to spend “such sums as necessary” for grants to states to
comply with the law.

o It defunds the health law’s “CO-OP” program, which disburses
government subsidized loans—50 percent of which, according to the
Office of Management and Budget, will never be repaid.

o It gives states more freedom and flexibility to tailor Medicaid
to the needs of their unique populations.

o It prevents provisions of the health law from exacerbating
problems with Medicaid’s current matching formula, which gives
states and territories a perverse incentive to grow the program and
little incentive to save.

4. RESTRAIN SPENDING ON GOVERNMENT BUREAUCRACIES

The federal government has added 149,000 new workers since
the President took office. Such a rapid expansion of government
weighs on private-sector employment, because it requires either
higher taxes now or higher borrowing now and higher taxes later.
This Reconciliation Act aims to slow the federal government’s
unsustainable growth, reduce the public-sector bureaucracy, and
reflect the growing frustration of workers across the country at the
privileged rules enjoyed by government employees.
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o It eliminates the ability of the newly created Consumer Finan-
cial Protection Bureau and Office of Financial Research to set their
own budgets.

o It requires Federal employees to more equitably share in the
cost of their retirement benefits.

o It eliminates the provision that pays Federal workers a special
benefit if they retire early.

5. REDUCE WASTE AND DUPLICATIVE PROGRAMS

Annual examinations of wasteful spending conducted by the Fed-
eral government’s independent auditors routinely reach the same
conclusion: Government agencies and departments are rife with ex-
amples of waste, duplication and overlap.8 This Reconciliation Act
protects taxpayers and reduces spending by eliminating wasteful
and duplicative programs.

o It repeals the outdated and duplicative Social Services Block
Grant, whose missions have been supplanted by dozens of newer
Federal programs.

o It begins the process of consolidating the dozens of overlapping
and duplicative Federal employment training programs by elimi-
nating 50/50 cost-sharing for an employment training program tied
to food stamps.

o It reforms the medical liability system by reining in unlimited
lawsuits and thereby making health care delivery more accessible
and affordable for families.

e It removes incentives that encourage states to add to their
Medicaid rolls through careless processes that lead to billions in
overpayments.

THE SEQUESTER REPLACEMENT ACT OF 2012

By targeting fraud, eliminating slush funds, restraining runaway
spending, reforming bureaucracies, and ending wasteful and dupli-
cative programs, this Reconciliation Act provides a responsible way
to achieve all of the 2013 spending reductions required by the BCA.
With—and only with—the enactment of this targeted, carefully
prioritized spending reduction, Congress can move to the second
part of this task: replacing the across-the-board sequester before it
jeopardizes the security of American families and the safety of our
troops.

A separate piece of legislation, the Sequester Replacement Act of
2012 [SRA], would achieve this task by amending the BCA to re-
place the sequester for fiscal year 2013 with the spending reduc-
tions enacted through the Reconciliation Act. To safeguard against
an end-run around the Reconciliation Act, the SRA stipulates that
it would only take effect upon enactment of the reconciliation bill.

The SRA takes additional steps to protect the U.S. military and
veterans and to lock in spending savings for the American tax-
payer:

o It clarifies that veterans programs are not subject to sequester.

o It lowers the BCA’s discretionary caps to levels set in the
House-passed Path to Prosperity budget.

82012 Annual Report: Overlap and Fragmentation, Achieve Savings, and Enhance Revenue,
Government Accountability Office, March 2012. http:/ /www.gao.gov [ products | GAO-12-342SP
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o It closes a potential loophole that would otherwise allow Con-
gress to enact large direct spending increases by counting Rec-
onciliation Act savings as an offset.

o It eliminates the fiscal year 2013 sequester of mandatory
spending on national defense.

In late 2011, the President issued a veto threat against any legis-
lation overturning the sequester unless fully offset. The President
called on Congress to develop an alternative: “The only way these
spending cuts will not take place is if Congress gets back to work
and agrees on a balanced plan to reduce the deficit by at least $1.2
trillion. That’s exactly what they need to do. That’s the job they
promised to do. And they’ve still got a year to figure it out.”?

With passage of the Reconciliation Act and the SRA, the House
will have done its job. These bills take the responsible step of off-
setting the cost (approximately $78 billion) of replacing the auto-
matic across-the-board discretionary spending cuts that are sched-
uled to occur on January 2, 2013 through sequestration. The addi-
tional savings achieved through reconciliation beyond the $78 bil-
lion (over $237 billion in the next ten years) would further reduce
the deficit. And this approach provides a blueprint for replacing the
rest of the sequester with responsible, targeted spending reduction
in the years ahead.

THE NEED FOR WILLING PARTNERS TO MOVE FORWARD

This Reconciliation Act provides a clear solution that can be im-
plemented quickly to replace the sequester. It does so by using an
expedited procedure to reduce lower-priority spending. This solu-
tion cuts through the gridlock in Washington to start eliminating
excessive autopilot spending immediately. It protects taxpayers,
and it would shield the U.S. military from a crippling, 10 percent
across-the-board reduction in its funding.

Unfortunately, the House needs willing partners to implement
this solution—and the Senate Democratic leadership’s only plan
has been to oppose solutions put forward in the House. U.S. troops
and their families should not have to suffer because the Democratic
Party’s leaders refuse to lead. House Republicans will continue to
show a way forward by directly addressing the nation’s most ur-
gent fiscal and economic challenges. It is not too late for Americans
to choose a better path.

Under the Congressional Budget Act, the Budget Committee can-
not amend this reconciliation bill. However, there are two changes
the Committee intends to seek at the Rules Committee. First, the
Committee supports the incorporation of the Sequester Replace-
ment Act (HR 4966) in this Reconciliation bill. Second, the Com-
mittee supports a technical amendment to the Committee on Over-
sight and Government Reform’s submission to ensure that the tax-
payer receives the full savings from the proposed federal retire-
ment reforms.

9 Statement by the President on the Supercommittee, November 21, 2011, the White House.
http: | |www.whitehouse.gov [ the-press-office | 2011/ 11 /21 / statement-president-supercommittee
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OVERSIGHT HEARINGS AND FINDINGS

Pursuant to clause 3(c)(1) of Rule XIII of the Rules of the House
of Representatives, the oversight findings of the Committee on the
Budget and recommendations are set forth in this section. In addi-
tion, the oversight findings of each committee of jurisdiction are in-
cluded at the appropriate places in this committee report.

The Committee on the Budget held nine hearings in 2012 that
have informed the Committee’s work on the FY 2013 budget resolu-
tion including reconciliation legislation reported pursuant to that
budget resolution. (A complete list of these hearings is included
below.) The Budget Committee staff has also engaged in intensive
discussions with executive branch, congressional, and private sector
experts to consider the implications of the deficit and debt crisis
facing the country and the best means of reducing current and fu-
ture deficits. These hearings and consultations informed the com-
mittee’s reconciliation instructions to each of the six authorizing
committees. In particular, the recent rapid growth of means-tested
entitlements through benefit and eligibility expansions poses a
budget problem that this reconciliation bill begins to address.

The Committee on the Budget has also inquired into the oper-
ation and implications of the sequester required by the Budget
Control Act. The Office of Management and Budget is the lead
agency responsible for implementing any sequester and witnesses
from this agency have twice testified before the Budget Committee
this year. Unfortunately, in both the February 15 and April 25
hearings, the administration declined to provide specific informa-
tion in response to Members’ questions relating to what the admin-
istration’s specific proposal is to avoid the sequester and how the
administration would implement the sequester if legislation is not
enacted by January 2, 2013. In a third attempt to fill the remain-
ing information gaps, the Chairman of the Committee on the Budg-
et wrote to Acting OMB Director Zients on April 26, requesting ad-
ditional information by May 4 on how the administration would
execute the sequester required by the Budget Control Act. To date
Acting Director Zients has not responded.

The Committee intends to continue to conduct active oversight of
the execution and implementation of the Budget Control Act over
the course of 2012 as it works to avoid the negative consequences
of a sequester, while ensuring that significant deficit reduction is
not delayed.

2012 OVERSIGHT HEARINGS OF THE COMMITTEE ON THE BUDGET

Date Topic Witnesses

Feb. 1 Budget and Economic Outlook Doug Elmendorf, CBO Director

Feb. 2 The State of the U.S. Economy Ben Bernanke, Federal Reserve Board Chairman

Feb. 15 The President’s FY 2013 Budget Request | Jeffrey Zients, OMB Acting Director

Feb. 16 The President’s FY 2013 Revenue and | Timothy Geithner, Secretary of the Treasury
Economic Policy Proposals

Feb. 28 Strengthening Health and Retirement | Stephen Goss, Actuary, Social Security Administration
Security Rick Foster, Actuary, Center for Medicare & Medicaid Services
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2012 OVERSIGHT HEARINGS OF THE COMMITTEE ON THE BUDGET—Continued

Date Topic Witnesses
Feb. 29 The Department of Defense and the FY | Leon Panetta, Secretary of Defense
2013 Budget General Martin Dempsey, Chairman of the Joint Chiefs of Staff
Mar. 8 Members’ Day Members of Congress
April 17 Strengthening the Safety Net Private Sector Experts on Federal Safety Net Programs
April 25 Replacing the Sequester Danny Werfel, OMB Controller

Susan Poling, GAO Deputy General Counsel
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LETTER OF TRANSMITTAL

COMMITTEE ON AGRICULTURE,
Washington, DC, April 27, 2012.
Hon. PAUL RYAN,

Chairman, Committee on the Budget,
Washington, DC.

DEAR MR. CHAIRMAN: I am transmitting herewith the rec-
ommendations of the Committee on Agriculture with respect to the
reconciliation bill for fiscal year 2013, provided under House Con-
current Resolution 112, the Concurrent Resolution on the Budget
for Fiscal Year 2013 and as modified by H. Res. 614.

The enclosed recommendations were adopted by this Committee
in a business meeting on April 18, 2012, in the presence of a
quorum. Enclosed please find a hard copy of the Committee’s rec-
ommendations on Title I—Agriculture; Section-by-Section; Purpose
and Need; Committee Consideration; CBO score; and the remain-
der of the contents as required, including a set of Minority Views.

With best wishes, I am

Sincerely,
FraNK D. Lucas,
Chairman.

Enclosure.
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TITLE I—AGRICULTURAL PROGRAMS

BRIEF EXPLANATION

The Agricultural Reconciliation Act of 2012 reduces spending
within the jurisdiction of the Committee on Agriculture as required
by H. Con. Res. 112, establishing the budget for the United States
Government for fiscal year 2013 and setting forth appropriate
budgetary levels for fiscal years 2014 through 2022, as passed by
gle House of Representatives on March 29, 2012, as modified by H.

es. 614.

PURPOSE AND NEED

The House Budget Resolution, H. Con. Res. 112, as modified by
H. Res. 614, included reconciliation instructions directing the Com-
mittee on Agriculture to report changes in laws within its jurisdic-
tion that result in savings over fiscal years 2012 through 2013, fis-
cal years 2012 through 2017, and fiscal year 2012 through 2022,
with estimates of $7.7 billion, $19.7 billion, and $33.2 billion re-
spectively.

The nation faces a severe debt crisis with approximately $16 tril-
lion in federal debt and counting. The House is doing its part to
take a serious, common sense look at all programs and spending
trends across the entire federal budget in order to address our na-
tion’s mounting debt. It is unrealistic to think that we can meet
these pressing challenges without reducing federal spending. As in
previous reconciliation bills, the Committee on Agriculture has
Ehown willingness to do its part to ensure our nation’s fiscal well

eing.

The Supplemental Nutrition Assistance Program (SNAP), for-
merly known as the food stamp program, has seen an unprece-
dented growth in participation and cost over the past ten years,
now accounting for almost 80 percent of the Committee’s manda-
tory spending. Since 2002, the cost of SNAP has nearly tripled, in-
creasing by 270 percent while participation has more than doubled.
Consequently, the Committee agreed to achieve our directed sav-
ings by reducing SNAP spending by $35.8 billion over ten years,
which represents only a four percent cut to the program. When pro-
grams within the Committee’s jurisdiction soar well beyond histor-
ical participation and spending patterns, it is the Committee’s duty
to know why these programs are seeing such a surge and take ac-
tion if necessary.

These changes to SNAP are reasonable and credible approaches
that will increase the integrity of the program. The provisions
passed by the House Committee on Agriculture will close program
loopholes, significantly reduce waste and abuse within the pro-
gram, eliminate costs that taxpayers can no longer afford, and en-
sure the program continues to serve those who are most in need

(19)
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of food assistance according to the rule of law. It is the Committee’s
clear intent that none of the provisions passed by the Committee
prevent families who qualify for assistance under SNAP law from
receiving their benefits.

The first provision closes a loophole in SNAP regarding how Low
Income Home Energy Assistance Program (LIHEAP) payments
interact with SNAP benefit calculation. Current law allows low-in-
come households receiving any amount of LIHEAP assistance, even
$1, to automatically qualify for the SNAP Standard Utility Allow-
ance (SUA). In the last several years, approximately 16 states and
the District of Columbia have been taking advantage of this loop-
hole to bring more SNAP benefits to their states.

In practice, if a participant receives $1 in LIHEAP, they can
automatically deduct the SUA from their income. Therefore, their
net income is reduced, and they subsequently receive a higher
amount in SNAP benefits. According to a newsletter provided by
the U.S. Department of Health and Human Services, Administra-
tion for Children and Families, an annual $1 LIHEAP benefit in
New York will provide an average monthly hike in SNAP benefits
of $131 for nearly 90,000 households in New York City. Similarly,
an Associated Press article reported that the state of Washington
sent out $1 LIHEAP checks to trigger an additional $43 million in
SNAP benefits. The agreed to provision will end this egregious
practice that uses the interaction between LIHEAP and SNAP to
abuse the program. Under this provision, LIHEAP payments will
no longer automatically trigger the SUA deduction, thus saving the
taxpayers $14.3 billion over ten years.

States also have the option of using “categorical eligibility,” or
automatic eligibility, which allows those receiving benefits from
other specified low-income assistance programs to be eligible for
SNAP. These other programs are Temporary Assistance for Needy
Families (TANF), Supplemental Security Income (SSI), or other
state general assistance programs. TANF assistance can be in the
form of cash or non-cash benefits (i.e. informational brochures, or
access to an informational 800-number). When states implement
categorical eligibility, these households do not need to meet SNAP
asset or gross income tests. As of May 1, 2012, 43 jurisdictions (40
States, the District of Columbia, Guam, and the U.S. Virgin Is-
lands) have implemented “broad-based” categorical eligibility.
These jurisdictions generally make all households with incomes
below a state-determined income threshold eligible for SNAP.

This Administration has been actively encouraging states to im-
plement this policy as demonstrated through various U.S. Depart-
ment of Agriculture (USDA) memos. One memo dated March 18,
2010, states, “With broad-based categorical eligibility, state agen-
cies can effectively raise the income limit and raise or eliminate the
asset test. A de facto elimination of the asset test through broad-
based categorical eligibility saves administrative costs because
state agencies do not have to devote staff time towards verifying
assets, and makes it easier for families to apply for SNAP because
they do not have to provide verification of their assets.”

There was public outrage when the press reported that two lot-
tery winners, both receiving more than $1 million in winnings,
were also found to have been receiving SNAP assistance, even after
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collecting their winnings. When lottery winners choose to receive
one lump sum payment for their winnings, that money is consid-
ered an asset. Under broad-based categorical eligibility, there are
38 states that do not verify assets when determining SNAP eligi-
bility, thus creating a loophole for lottery winners and anyone with
substantial assets. This reform to SNAP law would put an end to
lottery winners receiving SNAP as states will have to review assets
in determining SNAP eligibility.

The Cincinnati Enquirer also printed an article that proves how
wasteful states can be with taxpayer dollars when they implement
broad-based categorical eligibility and no longer take into account
assets. The article reports that a woman qualified for $500 a month
in SNAP benefits after she lost her job, even though she had
$80,000 in her bank account, a paid-off $311,000 home, and a Mer-
cedes.

This provision would restrict categorical eligibility to only those
households receiving cash assistance from SSI, TANF, or a state-
run General Assistance program, saving taxpayers $11.7 billion
over ten years. Merely, receiving a TANF-funded brochure or a re-
ferral to an “800” number telephone hotline would no longer auto-
matically make a household SNAP eligible. It is estimated that 3.9
percent of the 46.4 million people currently enrolled in SNAP
would be affected by this provision. Those who no longer have cat-
egorical eligibility status under the amended provision would have
the opportunity to be reviewed for SNAP eligibility independent of
their status as a TANF beneficiary. And those who receive cash as-
sistance from SSI, TANF, or a state-run General Assistance pro-
gram will still be categorically eligible for SNAP. By refining the
eligibility requirements, this proposal ensures that those most in
need will continue to receive assistance.

Third, the Committee followed the example from the previous
majority and agreed to terminate an artificial increase in SNAP
benefits. The American Recovery and Reinvestment Act (ARRA) in-
cluded an across-the-board increase in SNAP benefits effective in
April 2009. The ARRA effectively replaced the increase in SNAP
benefits that occurs based on annual food-price inflation indexing.
The ARRA benefit originally terminated after FY2018, when food-
price inflation was estimated to “catch up” with the ARRA in-
crease. The Congressional Budget Office (CBO) originally projected
the ARRA increase to last through FY 2018 at an additional benefit
cost of $57 billion.

In the 111th Congress, when the Democrat majority needed to
pay for other “priorities,” including a teacher’s union bailout and
increasing school meal standards, the ARRA SNAP increase was
cut twice to offset these other two laws. They achieved their offsets
by moving up the ARRA termination date to March 31, 2014, to cut
$11.9 billion from SNAP to help pay for P.L. 111-226. Then they
moved the ARRA termination date to October 31, 2013, to cut $2.5
billion from SNAP to help pay for P.L. 111-296. While many Demo-
crats have talked about restoring these cuts, an overwhelming ma-
jority of Democrats voted for both the laws that benefited from an
offset from SNAP benefits totaling almost $14.5 billion.

This provision terminates the ARRA increase on July 1, 2012,
and reinstates the law that calculates SNAP benefits based on
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food-price inflation, rather than an arbitrary number. SNAP bene-
fits will still be able to rise with the growing cost of food as stated
in SNAP law. Rather than redirect these funds towards more bu-
reaucracy, this provision will provide $5.9 billion towards deficit re-
duction.

Next, the Committee agreed to eliminate the cost share for the
SNAP Employment and Training (E&T) program. While States are
technically required to provide E&T programs, the program has
been historically underutilized. For example, fewer than 7 percent
of all SNAP recipients participated in a SNAP E&T program in
FY2009.

States have great flexibility in how they implement their pro-
gram and who they serve; relatively few SNAP participants are
subject to work requirements. Recently, almost half of the states
have been exercising their authority to exempt all SNAP recipients
from participation in E&T and operate their programs on an en-
tirely voluntary basis, which means participants are choosing
whether or not they want to participate in this program.

In addition to being underutilized, this program is duplicative.
According to a GAO report from January 2011, almost all federal
E&T programs overlap with at least one other program in that
they provide similar services to similar populations. GAO reported
there are 47 federal E&T programs at an annual cost of $18 billion.

For the SNAP E&T program, states receive a combination of for-
mula grants and reimbursements for qualifying expenses. Cur-
rently, $90 million per year is allocated to the states under a for-
mula to fund their respective E&T programs. In addition to the for-
mula grants, the federal government will provide reimbursements
to states of up to 50 percent for administrative costs as well as
E&T participant expenses directly related to participation in the
program. This portion of funding is referred to as the 50-50 cost
share funds, and is not capped.

Because the FY2012 Agriculture Appropriations Act reduced the
federal grant funding from $90 million to $79 million, the Com-
mittee agreed to continue the grant funding at $79 million per the
appropriations law. While the federal grant funding has been sub-
ject to rescissions, the Committee kept the formula grants to assist
states in administering the program. However, the Committee
eliminated the 50-50 cost share reimbursement for SNAP E&T.
States can continue to invest their own funding as well as leverage
funding from the public and private sector as they currently do;
this provision would no longer allow USDA to provide the reim-
bursement, saving taxpayers $3.1 billion over ten years.

The Committee also passed a provision to eliminate indexing on
the SNAP nutrition education program. States provide nutrition
education to SNAP participants to encourage them to make healthy
food choices within a limited budget and to choose a physically ac-
tive lifestyle. Current funding for this program is $375 million and
indexed for inflation each fiscal year. The Committee agreed to
keep the base funding for this program and eliminate indexing,
saving $546 million over ten years. Given the federal deficit, it is
no longer fiscally responsible to allow programs to grow on “auto-
pilot” year after year.
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Finally, the Committee eliminated state performance bonuses,
saving $480 million over ten years. States are responsible for ad-
ministering the SNAP program and it is their duty to process ap-
plications in a timely manner, ensure households receive the accu-
rate amount of SNAP benefits, and make certain the program is
administered in the most effective and efficient manner. When a
state receives a bonus from USDA, there is no requirement that
they reinvest the funds back into SNAP; it can simply be absorbed
into the state’s budget. In this economic climate it is very difficult
to justify awarding states bonuses for practices that should be the
daily operating procedure. This provision would end bonuses that
are given to states for essentially doing their job.

While the SNAP program comprises almost 80 percent of the
Committee on Agriculture’s mandatory spending, these reductions
only account for about 3.5 percent of total spending over ten years.
Every one of these provisions represents common sense and good
government in a time that requires fiscal restraint. The Committee
closed loopholes, reduced waste and abuse, and ended arbitrary
policies that are artificially inflating the costs of the program.

Some states have taken great liberties in administering the pro-
gram, as encouraged by this Administration, and those practices
must end. Encouraging states to stretch policies beyond the origi-
nal intent of the law further proves this Administration has no re-
gard for ensuring hard-earned taxpayer dollars are spent wisely.

Other laws and programs have been circumventing SNAP law for
far too long that simply add more costs to the program. These pro-
visions return the program to the purpose of the original SNAP law
and prevent other programs from becoming the de facto adminis-
trator of SNAP. The changes made to SNAP in the 2008 farm bill
remain fully intact and will continue to benefit SNAP participants.

There is no denying that SNAP provides important support for
many Americans and these provisions further protect that pro-
gram. The Committee wants to ensure the integrity of this program
so we can continue to provide nutrition assistance for those who
are in need. Under these provisions, any household that qualifies
for SNAP and meets the SNAP eligibility requirements will con-
tinue to be eligible for and receive benefits from the program. The
Committee on Agriculture is better targeting the program to serve
those in need while continuing the long standing tradition that the
Committee has always been willing to do its part to ensure the fis-
cal well being of our nation.

SECTION-BY-SECTION

Sec. 101. Short title
Section 101 is the short title.

Sec. 102. ARRA Sunset at June 30, 2012

Section 102 amends the American Recovery and Reinvestment
Act of 2009 (ARRA) by terminating on July 1, 2012 the increased
Supplemental Nutrition Assistance Program benefits provided
under the Act.
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Sec. 103. Categorical eligibility limited to cash assistance

Section 103 amends the Food and Nutrition Act of 2008 to re-
strict categorical eligibility for the Supplemental Nutrition Assist-
ance Program to only those households receiving cash assistance
through other low-income assistance programs.

Sec. 104. Standard utility allowances based on the receipt of energy
assistance payments

Section 104 amends the Food and Nutrition Act of 2008 by strik-
ing a provision that requires a state agency using a standard util-
ity allowance to provide the allowance to each household that re-

ceives any payment under the Low Income Home Energy Assist-
ance Act of 1981.

Sec. 105. Employment and training; workfare

Section 105 amends the Food and Nutrition Act of 2008 by strik-
ing a provision that provides a cost share to states for certain ex-
penses incurred in operating an employment and training program.

Sec. 106. End State Bonus Program for the Supplemental Nutrition
Assistance Program

Section 106 amends the Food and Nutrition Act of 2008 by elimi-
nating the performance bonuses provided to states for effectively
administering the Supplemental Nutrition Assistance Program.

Sec. 107. Funding of employment and training programs

Section 107 amends the Food and Nutrition Act of 2008 by reduc-
ing the allocation to State agencies to carry out employment and
training programs for fiscal year 2013 to $79,000,000.

Sec. 108. Turn off indexing for nutrition education and obesity pre-
vention

Section 108 amends the Food and Nutrition Act of 2008 by elimi-
nating indexing on the Nutrition Education and Obesity Prevention
Grant Program.

Sec. 109. Extension of Authorization of Food and Nutrition Act of
2008

Section 109 amends the Food and Nutrition Act of 2008 by ex-
tending the authorization for appropriations to carry out the Act
through fiscal year 2013.

Sec. 110. Effective dates and application of amendments
Section 110 provides the effective dates of the amendments.

COMMITTEE CONSIDERATION

The Committee on Agriculture met, pursuant to notice, with a
quorum present, on April 18, 2012, to consider the Agricultural
Reconciliation Act of 2012, with respect to the instructions provided
under H. Con. Res. 112, the Concurrent Resolution on the Budget,
as modified by H. Res. 614.

Chairman Lucas offered an opening statement as did Ranking
Member Peterson. Without objection the Agricultural Reconcili-
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ation Act was placed before the Committee for consideration, a first
reading of the bill was waived and it was opened for amendment
at any point.

Discussion occurred and there being no amendments, Mr. Good-
latte offered a motion that the Committee favorably report the bill
to the Committee on the Budget for insertion in the Reconciliation
Bill. By voice vote, the motion was agreed to.

Mr. Peterson reserved the right for minority views to be included
with the report for submission to the Budget Committee.

Chairman Lucas advised Members that pursuant to the rules of
the House of Representatives that Members have 2 calendar days
to file such views with the Committee.

Without objection, staff were given permission to make any nec-
essary clerical, technical or conforming changes to reflect the intent
of the Committee.

Chairman Lucas thanked all the Members and adjourned the
meeting.

REPORTING THE BiLL—RoLL CALL VOTES

In compliance with clause 3(b) of rule XIII of the House of Rep-
resentatives, Agricultural Reconciliation Act of 2012 was reported
by voice vote with a majority quorum present. There was no re-
quest for a recorded vote.

COMMITTEE OVERSIGHT FINDINGS

Pursuant to clause 3(c)(1) of rule XIII of the Rules of the House
of Representatives, the Committee on Agriculture’s oversight find-
ings and recommendations are reflected in the body of this report.

PERFORMANCE GOALS AND OBJECTIVES

With respect to the requirement of clause 3(c)(4) of rule XIII of
the Rules of the House of Representatives, the performance goals
and objections of this legislation are to reduce spending within the
jurisdiction of the Committee on Agriculture as required by H. Con.
Res. 112, the Concurrent Resolution on the Budget for Fiscal Year
2013 and as modified by H. Res. 614.

CONSTITUTIONAL AUTHORITY STATEMENT

The Committee finds the Constitutional authority for this legisla-
tion in Article I, section 8, clause 18, that grants Congress the
power to make all laws necessary and proper for carrying out the
powers vested by Congress in the Constitution of the United States
or in any department or officer thereof.

BUDGET AcT COMPLIANCE (SECTIONS 308, 402, AND 423)

The provisions of clause 3(c)(2) of rule XIII of the Rules of the
House of Representatives and section 308(a)(1) of the Congressional
Budget Act of 1974 (relating to estimates of new budget authority,
new spending authority, new credit authority, or increased or de-
creased revenues or tax expenditures) are not considered applica-
ble. The estimate and comparison required to be prepared by the
Director of the Congressional Budget Office under clause 3(c)(3) of
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rule XIII of the Rules of the House of Representatives and sections
402 and 423 of the Congressional Budget Act of 1974 submitted to
the Committee prior to the filing of this report are as follows:

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,
Washington, DC, April 23, 2012.
Hon. FRANK D. Lucas,
Chairman, Committee on Agriculture,
House of Representatives, Washington, DC.

DEAR MR. CHAIRMAN: The Congressional Budget Office has pre-
pared the enclosed cost estimate for the Agricultural Reconciliation
Act of 2012.

If you wish further details on this estimate, we will be pleased
to provide them. The CBO staff contact is Kathleen FitzGerald.

Sincerely,
DouGLAs W. ELMENDORF.

Enclosure.

Agricultural Reconciliation Act of 2012

Summary: The Agricultural Reconciliation Act of 2012 would
make several changes to the Supplemental Nutrition Assistance
Program (SNAP) and extend its authorization for one year. CBO
estimates that enacting this legislation would reduce direct spend-
ing by $5.6 billion in 2013 and by $33.7 billion over the 2013-2022
period, relative to CBO’s March 2012 baseline projections. Those
estimates are based on CBO’s assumption that the legislation will
be enacted on or near October 1, 2012.

In addition, the Chairman of the House Committee on the Budg-
et has directed CBO to prepare estimates assuming a July 1, 2012,
enactment date for this year’s reconciliation proposals. If the legis-
lation were enacted by that earlier date, some of the SNAP pro-
posals would result in greater reductions in direct spending than
those estimated assuming an October 1 enactment date. Under the
alternative assumption of a July 1 enactment date, CBO estimates
that the SNAP proposals would reduce direct spending by $7.8 bil-
lion over the 2012-2013 period and $35.8 billion over the 2012—
2022 period.

The legislation contains no intergovernmental or private-sector
mandates as defined in the Unfunded Mandates Reform Act
(UMRA).

Estimated cost to the Federal Government: The estimated budg-
etary impact of the Agricultural Reconciliation Act of 2012 is
shown in the following table (on pages 2 and 3). The costs of this
legislation fall within budget function 600 (income security)
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Basis of estimate: For the purposes of this estimate, CBO as-
sumes the bill will be enacted on or near October 1, 2012, as shown
in the first panel of the table (above). As directed by the Chairman
of the House Budget Committee, CBO has also prepared a set of
estimates based on the assumption that the legislation is enacted
by July 1, 2012. Those alternative estimates are presented on the
second panel of the table (on the next page).

Changes to SNAP Eligibility and Benefits

The Agricultural Reconciliation Act of 2012 would make several
changes to the amount of SNAP benefits that households receive as
well as eligibility for the program. In particular, the legislation
would change the terms for granting heating and cooling (utility)
allowances under SNAP, restrict the automatic extension of SNAP
eligibility for individuals in households that receive assistance
under certain other federal programs, and accelerate the sunset
date for enhanced SNAP benefits pursuant to a provision enacted
in the American Recovery and Reinvestment Act of 2009 (ARRA).
Together, those provisions would reduce direct spending by about
$29.5 billion over the 2012-2022 period, assuming enactment on
October 1, 2012; and by about $31.7 billion over the same period
under the July 1 enactment assumption.

Standard Utility Allowances. Under current law, households
qualify for a Heating and Cooling Standard Utility Allowance
(HCSUA) if they provide proof that they pay heating or cooling ex-
penses or receive assistance through the Low-Income Home Energy
Assistance Program (LIHEAP). The Agriculture Committee’s pro-
posal would eliminate the automatic qualification for those allow-
ances for SNAP households who receive energy assistance. Some
states currently send nominal LIHEAP benefit amounts (typically
between $1 and $5, and typically only once per year) to SNAP par-
ticipants to automatically qualify them for the utility allowance.
The value of the HCSUA is used, along with other factors, to deter-
mine the amount of housing expenses that households can deduct
from their income.

The legislation would eliminate that automatic qualification and
require all households to provide proof that they paid heating or
cooling expenses to claim the utility allowance. CBO estimates that
under this provision about 1.3 million households would have their
SNAP benefits reduced by an average of $90 per month. CBO esti-
mates that about 80 percent of households with reduced benefits
would be those that qualify for the HCSUA under current law
through their receipt of nominal LIHEAP benefits (as described
above). We estimate that this provision would reduce direct spend-
ing by $14.0 billion over the 2012-2022 period, assuming enact-
ment on October 1, 2012. (Assuming a July 1, 2012, enactment
date, CBO estimates that this provision would reduce direct spend-
ing by $14.3 billion over the 2012-2022 period.)

Restrict Categorical Eligibility. Individuals in households in
which all members receive cash assistance from the Temporary As-
sistance to Needy Families Program (TANF), Supplemental Secu-
rity Income, or similar state cash assistance programs are consid-
ered automatically eligible for SNAP and are not subject to the pro-
gram’s income and asset requirements. States currently have the
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option to extend such categorical eligibility to households that re-
ceive or are eligible to receive non-cash services through TANF.

The legislation would restrict categorical eligibility to only house-
holds receiving cash assistance. Based on data from the Depart-
ment of Agriculture, CBO estimates that about 1.8 million people
per year, on average, would lose benefits if they were subject to
SNAP’s income and asset tests. In addition, about 280,000 school-
age children in those households would no longer be automatically
eligible for free school meals through their receipt of SNAP bene-
fits. Assuming enactment on October 1, 2012, CBO estimates that
this provision would lower direct spending by $11.5 billion over the
2012-2022 period. (We estimate the reduction would be $11.8 bil-
lion for a July 1, 2012, enactment date.)

Benefit Increase Sunset. The maximum SNAP benefit is deter-
mined by the cost of the Thrifty Food Plan—a basket of goods se-
lected by the Department of Agriculture to provide a nutritious
diet—published in June of each year. The American Recovery and
Reinvestment Act of 2009 raised the maximum SNAP benefit in
2009 by 13.6 percent and held it at that amount until the annual
inflation adjustment exceeded that amount. Subsequent legislation
established a sunset date of October 31, 2013, for this increase.
ARRA designated this temporary benefit increase as an emergency
requirement.

The legislation would accelerate the sunset date for the ARRA
benefit increase to June 30, 2012. Based on discussions with states,
CBO expects that states would need about two months to imple-
ment the benefit calculation change in their payment systems. As
a result, we assume that the effective date for the change in bene-
fits will be after August 31, 2012. CBO estimates that in fiscal year
2013, the maximum benefit for a household of four would be $34
lower than it would have been under current law. In total, CBO es-
timates enacting this provision would reduce direct spending by
nearly $6.0 billion if the legislation is enacted by July 1, 2012, but
the savings would drop to $4.4 billion if the legislation is not en-
acted until October 1, 2012.

Interaction Effects. Changes to standard utility allowances and
benefit amounts set by ARRA would reduce benefit amounts that
households receive; restricting categorical eligibility would reduce
the total number of households receiving SNAP. Therefore, the esti-
mated savings from each provision would be reduced if all three
were enacted simultaneously. Accounting for the interactions of
those provisions, CBO estimates that the total savings would de-
cline by $325 million over the 2013-2022 period for an assumed en-
actment on October 1, 2012. (CBO estimates that the interaction
effect would be $400 million for the July 1 enactment date.)

Changes to Other SNAP Activities

The Agricultural Reconciliation Act of 2012 also would make
changes to the level of administrative and award funding under
SNAP. Finally, it would reauthorize SNAP through fiscal year
2013. Those changes would reduce direct spending by about $4.1
billion over the 2012—2022 period for both enactment date assump-
tions.
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Employment and Training Funding. Under current law, states
receive a base grant to fund employment and training activities for
SNAP participants. In addition, the federal government shares
costs above that amount with states on a matching basis. The legis-
lation would eliminate the authority for the federal government to
provide such additional funds above the base grant level. As a re-
sult of that reduction in funding, CBO estimates that a small num-
ber of nondisabled adults without children, who are subject to a
work requirement in order to receive SNAP benefits, would lose eli-
gibility if states scale back their employment and training activi-
ties. In total, CBO estimates that this provision would lower direct
spending by $3.1 billion over the 2012—2022 period.

Awards and Grants. The proposal also would eliminate $48 mil-
lion in annual funding for awards to states with high or improved
performance in administering SNAP. The legislation also would
eliminate the annual inflation adjustment of grants to states for
nutrition education. CBO estimates that these two provisions to-
gether would reduce direct spending by $1.0 billion over the 2012—
2022 period.

Program Extensions. The Food, Conservation, and Energy Act of
2008 authorized SNAP through 2012. The reconciliation proposal
would extend the program through the end of fiscal year 2013.
Under the assumptions underlying CBO’s March 2012 baseline pro-
jections, we estimate that extending the program for one year
would result in outlays of $82 billion in 2013. Pursuant to the Bal-
anced Budget and Emergency Deficit Control Act of 1985, this ex-
tension is assumed in CBO’s current baseline projections and has
no cost relative to that baseline.

Estimated impact on state, local, and tribal governments: For
large entitlement programs such as SNAP, UMRA defines an in-
crease in the stringency of conditions as an intergovernmental
mandate if the affected governments lack authority to offset those
costs while continuing to provide required services. The legislation
would decrease federal payments to states for administering em-
ployment and training services under SNAP. CBO estimates that
the decrease in federal aid would total $256 million in 2013 and
$3.1 billion over the 2012-2022 period. However, because states
have flexibility to amend their employment and training services to
offset those costs, the decrease in federal aid would not impose an
intergovernmental mandate as defined in UMRA.

Estimated impact on the private sector: The legislation contains
no new private-sector mandates as defined in UMRA.

Estimate prepared by: Federal Costs: Kathleen FitzGerald and
Emily Holcombe; Impact on State, Local, and Tribal Governments:
Lisa Ramirez-Branum; Impact on the Private Sector: Jimmy Jin.

Estimate approved by: Peter H. Fontaine, Assistant Director for
Budget Analysis.

CHANGES IN EXISTING LAW MADE BY THE BILL, AS REPORTED

In compliance with clause 3(e) of rule XIII of the Rules of the
House of Representatives, changes in existing law made by the bill,
as reported, are shown as follows (existing law proposed to be omit-
ted is enclosed in black brackets, new matter is printed in italic,
existing law in which no change is proposed is shown in roman):
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AMERICAN RECOVERY AND REINVESTMENT ACT OF

2009
DIVISION A—APPROPRIATIONS
PROVISIONS

GENERAL PROVISIONS—THIS TITLE

SEc. 101. Temporary Increase in Benefits Under the Supple-
mental Nutrition Assistance Program. (a) MAXIMUM BENEFIT IN-
CREASE.—

(2) TERMINATION.—The authority provided by this subsection
shall terminate after [October 31, 2013] June 30, 2012.

* * * * * * *

FOOD AND NUTRITION ACT OF 2008

* * * * * * *

ELIGIBLE HOUSEHOLDS

SEC. 5. (a) Participation in the supplemental nutrition assistance
program shall be limited to those households whose incomes and
other financial resources, held singly or in joint ownership, are de-
termined to be a substantial limiting factor in permitting them to
obtain a more nutritious diet. Notwithstanding any other provi-
sions of this Act except sections 6(b), 6(d)(2), and 6(g) and section
3(n)(4), [households in which each member receives benefits]
households in which each member receives cash assistance under a
State program funded under part A of title IV of the Social Secu-
rity Act (42 U.S.C. 601 et seq.), supplemental security income bene-
fits under title XVI of the Social Security Act, or aid to the aged,
blind, or disabled under title I, X, XIV, or XVI of the Social Secu-
rity Act, shall be eligible to participate in the supplemental nutri-
tion assistance program. Except for sections 6, 16(e)(1), and section
3(n)(4), households in which each member receives benefits under
a State or local general assistance program that complies with
standards established by the Secretary for ensuring that the pro-
gram is based on income criteria comparable to or more restrictive
than those under subsection (c)(2), and not limited to one-time
emergency payments that cannot be provided for more than one
consecutive month, shall be eligible to participate in the supple-
mental nutrition assistance program. Assistance under this pro-
gram shall be furnished to all eligible households who make appli-
cation for such participation.

Ed * * ES Ed * *
(e) DEDUCTIONS FROM INCOME.—
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k * * * k * *
(6) EXCESS SHELTER EXPENSE DEDUCTION.—
* * * * * * *
(C) STANDARD UTILITY ALLOWANCE.—
ES £ ES ES ES £ ES

[(iv) AVAILABILITY OF ALLOWANCE TO RECIPIENTS OF
ENERGY ASSISTANCE.—

[(I) IN GENERAL.—Subject to subclause (II), if a
State agency elects to use a standard utility allow-
ance that reflects heating or cooling costs, the
standard utility allowance shall be made available
to households receiving a payment, or on behalf of
which a payment is made, under the Low-Income
Home Energy Assistance Act of 1981 (42 U.S.C.
8621 et seq.) or other similar energy assistance
program, if the household still incurs out-of-pocket
heating or cooling expenses in excess of any as-
sistance paid on behalf of the household to an en-
ergy provider.

[(II) SEPARATE ALLOWANCE.—A State agency
may use a separate standard utility allowance for
households on behalf of which a payment de-
scribed in subclause (I) is made, but may not be
required to do so.

[(III) STATES NOT ELECTING TO USE SEPARATE
ALLOWANCE.—A State agency that does not elect
to use a separate allowance but makes a single
standard utility allowance available to households
incurring heating or cooling expenses (other than
a household described in subclause (I) or (II) of
clause (ii)) may not be required to reduce the al-
lowance due to the provision (directly or indi-
rectly) of assistance under the Low-Income Home
Energy Assistance Act of 1981 (42 U.S.C. 8621 et
seq.).

[(IV) PRORATION OF ASSISTANCE.—For the pur-
pose of the supplemental nutrition assistance pro-
gram, assistance provided under the Low-Income
Home Energy Assistance Act of 1981 (42 U.S.C.
8621 et seq.) shall be considered to be prorated
over the entire heating or cooling season for which
the assistance was provided.]

* * & * * * &

() Notwithstanding subsections (a) through (i), a State agency
shall consider a household member who receives supplemental se-
curity income benefits under title XVI of the Social Security Act (42
U.S.C. 1382 et seq.), aid to the aged, blind, or disabled under title
I, II, X, XTIV, or XVI of such Act (42 U.S.C. 301 et seq.), [or who
receives benefits under a State programl or who receives cash as-
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sistance under a State program funded under part A of title IV of
the Act (42 U.S.C. 601 et seq.) to have satisfied the resource limita-
tions prescribed under subsection (g).

(k)(1) * * *

% * * * % * *

[(4) THIRD PARTY ENERGY ASSISTANCE PAYMENTS.—

[(A) ENERGY ASSISTANCE PAYMENTS.—For purposes of
subsection (d)(1), a payment made under a State law
(other than a law referred to in paragraph (2)(H)) to pro-
vide energy assistance to a household shall be considered
money payable directly to the household.

[(B) ENERGY ASSISTANCE EXPENSES.—For purposes of
subsection (e)(6), an expense paid on behalf of a household
under a State law to provide energy assistance shall be
considered an out-of-pocket expense incurred and paid by
the household.]

(4) THIRD PARTY ENERGY ASSISTANCE PAYMENTS.—For pur-
poses of subsection (d)(1), a payment made under a State law
(other than a law referred to in paragraph (2)(G)) to provide en-
ergy assistance to a household shall be considered money pay-
able directly to the household.

* * & * * * &

ADMINISTRATIVE COST-SHARING AND QUALITY CONTROL

SEC. 16. (a) Subject to subsection (k), the Secretary is authorized
to pay to each State agency an amount equal to 50 per centum of
all administrative costs involved in each State agency’s operation
of the supplemental nutrition assistance program (other than a pro-
gram carried out under section 6(d)(4) or section 20), which costs
shall include, but not be limited to, the cost of (1) the certification
of applicant households, (2) the acceptance, storage, protection, con-
trol, and accounting of benefits after their delivery to receiving
points within the State, (3) the issuance of benefits to all eligible
households, (4) informational activities relating to the supple-
mental nutrition assistance program, including those undertaken
under section 11(e)(1)(A), but not including recruitment activities,
(5) fair hearings, (6) automated data processing and information re-
trieval systems subject to the conditions set forth in subsection (g),
(7) supplemental nutrition assistance program investigations and
prosecutions, and (8) implementing and operating the immigration
status verification system established under section 1137(d) of the
Social Security Act (42 U.S.C. 1320b—7(d)): Provided, That the Sec-
retary is authorized at the Secretary’s discretion to pay any State
agency administering the supplemental nutrition assistance pro-
gram on all or part of an Indian reservation under section 11(d) of
this Act or in a Native village within the State of Alaska identified
in section 11(b) of Public Law 92-203, as amended. such amounts
for administrative costs as the Secretary determines to be nec-
essary for effective operation of the supplemental nutrition assist-
ance program, as well as to permit each State to retain 35 percent
of the value of all funds or allotments recovered or collected pursu-
ant to sections 6(b) and 13(c) and 20 percent of the value of any
other funds or allotments recovered or collected, except the value
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of funds or allotments recovered or collected that arise from an
error of a State agency. The officials responsible for making deter-
minations of ineligibility under this Act shall not receive or benefit
from revenues retained by the State under the provisions of this
subsection.

* * * * * * *

[(d) BONUSES FOR STATES THAT DEMONSTRATE HIGH OR MOST
IMPROVED PERFORMANCE.—
[(1) FISCAL YEARS 2003 AND 2004.—

[(A) GUIDANCE.—With respect to fiscal years 2003 and
2004, the Secretary shall establish, in guidance issued to
State agencies not later than October 1, 2002—

[(i) performance criteria relating to—

[(I) actions taken to correct errors, reduce rates
of (ierror, and improve eligibility determinations;
an

[(IT) other indicators of effective administration
determined by the Secretary; and

[(ii) standards for high and most improved perform-
ance to be used in awarding performance bonus pay-
ments under subparagraph (B)(ii).

[(B) PERFORMANCE BONUS PAYMENTS.—With respect to
each of fiscal years 2003 and 2004, the Secretary shall—

[(i) measure the performance of each State agency
with respect to the criteria established under subpara-
graph (A)(i); and

[(ii) subject to paragraph (3), award performance
bonus payments in the following fiscal year, in a total
amount of $48,000,000 for each fiscal year, to State
agencies that meet standards for high or most im-
proved performance established by the Secretary
under subparagraph (A)@i).

[(2) FISCAL YEARS 2005 AND THEREAFTER.—

[(A) REGULATIONS.—With respect to fiscal year 2005 and
each fiscal year thereafter, the Secretary shall—

[(i) establish, by regulation, performance criteria re-
lating to—

[(I) actions taken to correct errors, reduce rates
of (ierror, and improve eligibility determinations;
an

[(IT) other indicators of effective administration
determined by the Secretary;

[(i1) establish, by regulation, standards for high and
most improved performance to be used in awarding
performance bonus payments under subparagraph
(B)(i1); and

[(iii) before issuing proposed regulations to carry out
clauses (i) and (ii), solicit ideas for performance cri-
teria and standards for high and most improved per-
formance from State agencies and organizations that
represent State interests.

[(B) PERFORMANCE BONUS PAYMENTS.—With respect to
fiscal year 2005 and each fiscal year thereafter, the Sec-
retary shall—
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[(i) measure the performance of each State agency
with respect to the criteria established under subpara-
graph (A)(i); and

[(ii) subject to paragraph (3), award performance
bonus payments in the following fiscal year, in a total
amount of $48,000,000 for each fiscal year, to State
agencies that meet standards for high or most im-
proved performance established by the Secretary
under subparagraph (A)Gi).

[(3) PROHIBITION ON RECEIPT OF PERFORMANCE BONUS PAY-
MENTS.—A State agency shall not be eligible for a performance
bonus payment with respect to any fiscal year for which the
State agency has a liability amount established under sub-
section (c)(1)(C).

[(4) PAYMENTS NOT SUBJECT TO JUDICIAL REVIEW.—A deter-
mination by the Secretary whether, and in what amount, to
award a performance bonus payment under this subsection
shall not be subject to administrative or judicial review.]

k * ES ES k * ES
(h) FUNDING OF EMPLOYMENT AND TRAINING PROGRAMS.—

[(2) If, in carrying out such program during such fiscal year, a
State agency incurs costs that exceed the amount allocated to the
State agency under paragraph (1), the Secretary shall pay such
State agency an amount equal to 50 per centum of such additional
costs, subject to the first limitation in paragraph (3), including the
costs for case management and casework to facilitate the transition
from economic dependency to self-sufficiency through work.

[(3) The Secretary shall also reimburse each State agency in an
amount equal to 50 per centum of the total amount of payments
made or costs incurred by the State agency in connection with
transportation costs and other expenses reasonably necessary and
directly related to participation in an employment and training pro-
gram under section 6(d)(4), except that the amount of the reim-
bursement for dependent care expenses shall not exceed an amount
equal to the payment made under section 6(d)(4)(I)(G)(II) but not
more than the applicable local market rate, and such reimburse-
ment shall not be made out of funds allocated under paragraph
(1.1
[(4)] (2) Funds provided to a State agency under this subsection
may be used only for operating an employment and training pro-
gram under section 6(d)(4), and may not be used for carrying out
other provisions of this Act.

[(5)] (3) The Secretary shall monitor the employment and train-
ing programs carried out by State agencies under section 6(d)(4) to
measure their effectiveness in terms of the increase in the numbers
of household members who obtain employment and the numbers of
such members who retain such employment as a result of their
participation in such employment and training programs.

* * *k & * * *k

RESEARCH, DEMONSTRATION, AND EVALUATIONS
SEC. 17. (a) * * *
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(b)(1)(A) * * *
(B) PROJECT REQUIREMENTS.—
* & * * * * *

(iv) IMPERMISSIBLE PROJECTS.—The Secretary may
not conduct a project under subparagraph (A) that—

ES * ES ES ES * ES
(III) is inconsistent with—
(aa) k% sk
% * ES ES % * *

(hh) subsection (a), (c), [(g), (h)(2), or (h)(3)]
or (g) of section 16;

* * *k & * * *k

AUTHORIZATION FOR APPROPRIATIONS

SEC. 18. (a)(1) To carry out this Act, there are authorized to be
appropriated such sums as are necessary for each of fiscal years
2008 through [2012] 2013. Not to exceed one-fourth of 1 per cen-
tum of the previous year’s appropriation is authorized in each such
fiscal year to carry out the provisions of section 17 of this Act, sub-
ject to paragraph (3).

* * *k & * * *k

WORKFARE
SEC. 20. (a) * * *

* * *k * * * *k

[(g)(1) The Secretary shall pay to each operating agency 50 per
centum of all administrative expenses incurred by such agency in
operating a workfare program, including reimbursements to par-
ticipants for work-related expenses as described in subsection (d)(3)
of this section.

[(2)(A) From 50 per centum of the funds saved from employment
related to a workfare program operated under this section, the Sec-
retary shall pay to each operating agency an amount not to exceed
the administrative expenses described in paragraph (1) for which
no reimbursement is provided under such paragraph.

[(B) For purposes of subparagraph (A), the term “funds saved
from employment related to a workfare program operated under
this section” means an amount equal to three times the dollar
value of the decrease in allotments issued to households, to the ex-
tent that such decrease results from wages received by members of
such households for the first month of employment beginning after
the date such members commence such employment if such em-
ployment commences—

[(i) while such members are participating for the first time
in a workfare program operated under this section; or

[(ii) in the thirty-day period beginning on the date such first
participation is terminated.
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[(3) The Secretary may suspend or cancel some or all of these
payments, or may withdraw approval from a political subdivision
to operate a workfare program, upon a finding that the subdivision
has failed to comply with the workfare requirements.]

* * & & * * *

MINNESOTA FAMILY INVESTMENT PROJECT
SEC. 22. (a) * * *

* * * * * * *

(d) FUNDING.—

(1) If an application submitted under subsection (a) complies
with the requirements specified in subsection (b), then the Sec-
retary shall—

(A) * * *

(B) subject to subsection (b)(12) from the funds appro-
priated under this Act provide grant awards and pay the
State each calendar quarter for—

(G) * * *

(i) the administrative costs incurred by the State to
provide food assistance under the Project that are au-
thorized under subsections (a)l, (g), (h)(2), and (h)(3)]
and (g) of section 16 equal to the amount that other-
wise would have been paid under such subsections had
the Project not been implemented, as estimated under
a methodology satisfactory to the Secretary after nego-
tiations with the State: Provided, That payments
made under subsection (g) of section 16 shall equal
payments that would have been made if the Project
had not been implemented.

# % * # # % *
SEC. 28. NUTRITION EDUCATION AND OBESITY PREVENTION GRANT
PROGRAM.
(q) * * *
% % % % % % %

(d) FUNDING.—

(1) IN GENERAL.—Of funds made available each fiscal year
under section 18(a)(1), the Secretary shall reserve for alloca-
tion to State agencies to carry out the nutrition education and
obesity prevention grant program under this section, to remain
available for obligation for a period of 2 fiscal [years—

[(A) for fiscal year 2011, $375,000,000; and

[(B) for fiscal year 2012 and each subsequent fiscal year,
the applicable amount during the preceding fiscal year, as
adjusted to reflect any increases for the 12-month period
ending the preceding June 30 in the Consumer Price Index
for All Urban Consumers published by the Bureau of
Labor Statistics of the Department of Labor.

[(2) ALLOCATION.—

[(A) INITIAL ALLOCATION.—Of the funds set aside under
paragraph (1), as determined by the Secretary—
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[(G) for each of fiscal years 2011 through 2013, 100
percent shall be allocated to State agencies in direct
proportion to the amount of funding that the State re-
ceived for carrying out section 11(f) (as that section ex-
isted on the day before the date of enactment of this
section) during fiscal year 2009, as reported to the
Secretary as of February 2010; and

[(ii) subject to a reallocation under subparagraph

[(D) for fiscal year 2014—
[(aa) 90 percent shall be allocated to State
agencies in accordance with clause (i); and
[(bb) 10 percent shall be allocated to State
agencies based on the respective share of each
State of the number of individuals partici-
pating in the supplemental nutrition assist-
ance program during the 12-month period
ending the preceding January 31;
[(II) for fiscal year 2015—
[(aa) 80 percent shall be allocated to State
agencies in accordance with clause (i); and
[(bb) 20 percent shall be allocated in ac-
cordance with subclause (I)(bb);
[(III) for fiscal year 2016—
[(aa) 70 percent shall be allocated to State
agencies in accordance with clause (i); and
[(bb) 30 percent shall be allocated in ac-
cordance with subclause (I)(bb);
[(IV) for fiscal year 2017—
[(aa) 60 percent shall be allocated to State
agencies in accordance with clause (i); and
[(bb) 40 percent shall be allocated in ac-
cordance with subclause (I)(bb); and
[(V) for fiscal year 2018 and each fiscal year
thereafter—
[(aa) 50 percent shall be allocated to State
agencies in accordance with clause (i); and
[(bb) 50 percent shall be allocated in ac-
cordance with subclause (I)(bb).
[(B) REALLOCATION.—

[(i) IN GENERAL.—If the Secretary determines that a
State agency will not expend all of the funds allocated
to the State agency for a fiscal year under paragraph
(1) or in the case of a State agency that elects n