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The Committee on Oversight and Government Reform, to whom
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vent, and recover payment error, waste, fraud, and abuse within
Federal spending, having considered the same, report favorably
thereon with an amendment and recommend that the bill as
amended do pass.
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The amendment is as follows:
Strike all after the enacting clause and insert the following:

SECTION 1. SHORT TITLE

This Act may be cited as the “Improper Payments Elimination and Recovery Im-
provement Act of 2012”.
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SEC. 2. DEFINITIONS.

In this Act—

(1) the term “agency” means an executive agency as that term is defined
under section 102 of title 31, United States Code;

(2) the term “improper payment” has the meaning given that term in section
2(g) of the Improper Payments Information Act of 2002 (31 U.S.C. 3321 note),
as redesignated by section 3(a)(1) of this Act; and

(3) the term “State” means each State of the United States, the District of
Columbia, each territory or possession of the United States, and each federally
recognized Indian tribe.

SEC. 3. IMPROVING THE DETERMINATION OF IMPROPER PAYMENTS BY FEDERAL AGENCIES.

(a) IN GENERAL.—Section 2 of the Improper Payments Information Act of 2002 (31
U.S.C. 3321 note) is amended—
(1) by redesignating subsections (b) through (g) as subsections (c) through (h),
respectively;
(2) by inserting after subsection (a) the following:
“(b) IMPROVING THE DETERMINATION OF IMPROPER PAYMENTS.—
“(1) IN GENERAL.—The Director of the Office of Management and Budget shall
on an annual basis—

“(A) identify a list of high-priority Federal programs for greater levels of
oversight and review—

“(1) in which the highest dollar value or highest rate of improper pay-
ments occur; or
“(i1) for which there is a higher risk of improper payments; and

“B) in coordination with the agency responsible for administering the
high-priority program, establish annual targets and semi-annual or quar-
terly actions for reducing improper payments associated with each high-pri-
ority program.

“(2) REPORT ON HIGH-PRIORITY IMPROPER PAYMENTS.—

“(A) IN GENERAL.—Subject to Federal privacy policies and to the extent
permitted by law, each agency with a program identified under paragraph
(1)(A) on an annual basis shall submit to the Inspector General of that
agency, and make available to the public (including availability through the
Internet), a report on that program.

“(B) CoNTENTS.—Each report under this paragraph—

“(1) shall describe—
“(I) any action the agency—
“(aa) has taken or plans to take to recover improper pay-
ments; and
“(bb) intends to take to prevent future improper payments;
and
“(i1) shall not include any referrals the agency made or anticipates
making to the Department of Justice, or any information provided in
connection with such referrals.

“(C) PUBLIC AVAILABILITY ON CENTRAL WEBSITE.—The Office of Manage-
ment and Budget shall make each report submitted under this paragraph
available on a central website.

“(D) AVAILABILITY OF INFORMATION TO INSPECTOR GENERAL.—Subpara-
graph (B)(ii) shall not prohibit any referral or information being made
available to an Inspector General as otherwise provided by law.

“(E) ASSESSMENT AND RECOMMENDATIONS.—The Inspector General of
each agency that submits a report under this paragraph shall, for each pro-
gram of the agency that is identified under paragraph (1)(A)—

“(i) review—

“(I) the assessment of the level of risk associated with the pro-
gram, and the quality of the improper payment estimates and
methodology of the agency relating to the program; and

“(II) the oversight or financial controls to identify and prevent
improper payments under the program; and

“(i1) submit to Congress recommendations, which may be included in
another report submitted by the Inspector General to Congress, for
modifying any plans of the agency relating to the program, including
improvements for improper payments determination and estimation
methodology.”;

(3) in subsection (d) (as redesignated by paragraph (1) of this subsection), by
striking “subsection (b)” each place that term appears and inserting “subsection

(e
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(4) in subsection (e) (as redesignated by paragraph (1) of this subsection), by
striking “subsection (b)” and inserting “subsection (c)”; and

(5) in subsection (g)(3) (as redesignated by paragraph (1) of this subsection),
by inserting “or a Federal employee” after “non-Federal person or entity”.

(b) IMPROVED ESTIMATES.—

(1) IN GENERAL.—Not later than 180 days after the date of enactment of this
Act, the Director of the Office of Management and Budget shall provide guid-
ance to agencies for improving the estimates of improper payments under the
Improper Payments Information Act of 2002 (31 U.S.C. 3321 note).

(2) GUIDANCE.—Guidance under this subsection shall—

(A) strengthen the estimation process of agencies by setting standards for
agencies to follow in determining the underlying validity of sampled pay-
ments to ensure amounts being billed, paid, or obligated for payment are
proper;

(B) instruct agencies to give the persons or entities performing improper
payments estimates access to all necessary payment data, including access
to relevant documentation;

(C) explicitly bar agencies from relying on self-reporting by the recipients
of agency payments as the sole source basis for improper payments esti-
mates;

(D) require agencies to include all identified improper payments in the re-
ported estimate, regardless of whether the improper payment in question
has been or is being recovered;

(E) include payments to employees, including salary, locality pay, travel
pay, purchase card use, and other employee payments, as subject to risk as-
sessment and, where appropriate, improper payment estimation; and

(F) require agencies to tailor their corrective actions for the high-priority
programs identified under section 2(b)(1)(A) of the Improper Payments In-
formation Act of 2002 (31 U.S.C. 3321 note) to better reflect the unique
processes, procedures, and risks involved in each specific program.

(c) TECHNICAL AND CONFORMING AMENDMENTS.—The Improper Payments Elimi-
nation and Recovery Act of 2010 (Public Law 111-204; 31 U.S.C. 3321 note.) is
amended—

(1) in section 2(h)(1), by striking “section 2(f)” and all that follows and insert-
ing “section 2(g) of the Improper Payments Information Act of 2002 (31 U.S.C.
3321 note).”; and

(2) in section 3(a)—

(A) in paragraph (1), by striking “section 2(f)” and all that follows and
inserting “section 2(g) of the Improper Payments Information Act of 2002
(31 U.S.C. 3321 note).”; and

(B) in paragraph (3)—

(i) by striking “section 2(b)” each place it appears and inserting “sec-
tion 2(¢)”; and

(i1) by striking “section 2(c)” each place it appears and inserting “sec-
tion 2(d)”.

SEC. 4. IMPROPER PAYMENTS INFORMATION.

Section 2(a)(3)(A)(ii) of the Improper Payments Information Act of 2002 (31 U.S.C.
3321 note) is amended by striking “with respect to fiscal years following September
30th of a fiscal year beginning before fiscal year 2013 as determined by the Office
of Management and Budget” and inserting “with respect to fiscal year 2014 and
each fiscal year thereafter”.

SEC. 5. DO NOT PAY INITIATIVE.

(a) PREPAYMENT AND PREAWARD PROCEDURES.—

(1) IN GENERAL.—Each agency shall review prepayment and preaward proce-
dures and ensure that a thorough review of available databases with relevant
information on eligibility occurs to determine program or award eligibility and
prevent improper payments before the release of any Federal funds.

(2) DATABASES.—At a minimum and before issuing any payment and award,
each agency shall review as appropriate the following databases to verify eligi-
bility of the payment and award:

(A) The Death Master File of the Social Security Administration.
(B) The General Services Administration’s Excluded Parties List System.
(C) The Debt Check Database of the Department of the Treasury.
(D) The Credit Alert System or Credit Alert Interactive Voice Response
System of the Department of Housing and Urban Development.
(E) The List of Excluded Individuals/Entities of the Office of Inspector
General of the Department of Health and Human Services.
(b) Do NOT PAY INITIATIVE.—
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(1) ESTABLISHMENT.—There is established the Do Not Pay Initiative which
shall include—

(A) use of the databases described under subsection (a)(2); and

(B) use of other databases designated by the Director of the Office of
Management and Budget in consultation with agencies and in accordance
with paragraph (2).

(2) OTHER DATABASES.—In making designations of other databases under
paragraph (1)(B), the Director of the Office of Management and Budget shall—

(A) consider any database that substantially assists in preventing im-
proper payments; and

(B) provide public notice and an opportunity for comment before desig-
nating a database under paragraph (1)(B).

(3) ACCESS AND REVIEW BY AGENCIES.—For purposes of identifying and pre-
venting improper payments, each agency shall have access to, and use of, the
Do Not Pay Initiative to verify payment or award eligibility in accordance with
subsection (a) when the Director of the Office of Management and Budget deter-
mines the Do Not Pay Initiative is appropriately established for the agency.

(4) PAYMENT OTHERWISE REQUIRED.—When using the Do Not Pay Initiative,
an agency shall recognize that there may be circumstances under which the law
requires a payment or award to be made to a recipient, regardless of whether
that recipient is identified as potentially ineligible under the Do Not Pay Initia-
tive.

(5) ANNUAL REPORT.—The Director of the Office of Management and Budget
shall submit to Congress an annual report, which may be included as part of
another report submitted to Congress by the Director, regarding the operation
of the Do Not Pay Initiative, which shall—

(A) include an evaluation of whether the Do Not Pay Initiative has re-
duced improper payments or improper awards; and

(B) provide the frequency of corrections or identification of incorrect infor-
mation.

(c) DATABASE INTEGRATION PLAN.—Not later than 60 days after the date of enact-
ment of this Act, the Director of the Office of Management and Budget shall provide
to the Congress a plan for—

(1) inclusion of other databases on the Do Not Pay Initiative;

(2) to the extent permitted by law, agency access to the Do Not Pay Initiative;
and

(3) the data use agreements described under subsection (e)(2)(D).

(d) INITIAL WORKING SYSTEM.—

(1) ESTABLISHMENT.—Not later than 90 days after the date of enactment of
this Act, the Director of the Office of Management and Budget shall establish
a working system for prepayment and preaward review that includes the Do
Not Pay Initiative as described under this section.

(2) WORKING SYSTEM.—The working system established under paragraph
(H—

(A) may be located within an appropriate agency;

(B) shall include not less than 3 agencies as users of the system; and

(C) shall include investigation activities for fraud and systemic improper
payments detection through analytic technologies and other techniques,
which may include commercial database use or access.

(3) APPLICATION TO ALL AGENCIES.—Not later than June 1, 2013, each agency
shall review all payments and awards for all programs of that agency through
the system established under this subsection.

(e) FACILITATING DATA ACCESS BY FEDERAL AGENCIES AND OFFICES OF INSPEC-
TORS GENERAL FOR PURPOSES OF PROGRAM INTEGRITY.—

(1) DEFINITION.—In this subsection, the term “Inspector General” means any
Inspector General described in subparagraph (A), (B), or (I) of section 11(b)(1)
(();f the I{lspector General Act of 1978 (5 U.S.C. App.) and any successor Inspector

eneral.

(2) COMPUTER MATCHING BY FEDERAL AGENCIES FOR PURPOSES OF INVESTIGA-
TION AND PREVENTION OF IMPROPER PAYMENTS AND FRAUD.—

(A) IN GENERAL.—Except as provided in this paragraph, in accordance
with section 552a of title 5, United States Code (commonly known as the
Privacy Act of 1974), each Inspector General and the head of each agency
may enter into computer matching agreements with other inspectors gen-
eral and agency heads that allow ongoing data matching (which shall in-
clude automated data matching) in order to assist in the detection and pre-
vention of improper payments.

(B) REVIEW.—Not later than 60 days after a proposal for an agreement
under subparagraph (A) has been presented to a Data Integrity Board es-
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tablished under section 552a(u) of title 5, United States Code, for consider-
ation, the Data Integrity Board shall respond to the proposal.

(C) TERMINATION DATE.—An agreement under subparagraph (A)—

(i) shall have a termination date of less than 3 years; and

(ii) during the 3-month period ending on the date on which the agree-
ment is scheduled to terminate, may be renewed by the agencies enter-
ing the agreement for not more than 3 years.

(D) MULTIPLE AGENCIES.—For purposes of this paragraph, section
552a(0)(1) of title 5, United States Code, shall be applied by substituting
“between the source agency and the recipient agency or non-Federal agency
or an agreement governing multiple agencies” for “between the source agen-
cy and the recipient agency or non-Federal agency” in the matter preceding
subparagraph (A).

(E) COST-BENEFIT ANALYSIS.—A justification under section 552a(0)(1)(B)
of title 5, United States Code, relating to an agreement under subpara-
graph (A) is not required to contain a specific estimate of any savings under
the computer matching agreement.

(3) GUIDANCE BY THE OFFICE OF MANAGEMENT AND BUDGET.—Not later than
6 months after the date of enactment of this Act, and in consultation with the
Council of the Inspectors General on Integrity and Efficiency, the Secretary of
Health and Human Services, the Commissioner of Social Security, and the head
of any other relevant agency, the Director of the Office of Management and
Budget shall—

(A) issue guidance for agencies regarding implementing this subsection,
which shall include standards for—

(i) reimbursement of costs, when necessary, between agencies;

(ii) retention and timely destruction of records in accordance with
section 552a(0)(1)(F) of title 5, United States Code; and

(ii1) prohibiting duplication and redisclosure of records in accordance
with section 552a(0)(1)(H) of title 5, United States Code;

(B) review the procedures of the Data Integrity Boards established under
section 552a(u) of title 5, United States Code, and develop new guidance for
the Data Integrity Boards to—

(i) improve the effectiveness and responsiveness of the Data Integrity
Boards;

(ii) ensure privacy protections in accordance with section 552a of title
5, United States Code (commonly known as the Privacy Act of 1974);
and

(iii) establish standard matching agreements for use when appro-
priate; and

(C) establish and clarify rules regarding what constitutes making an
agreement entered under paragraph (2)(A) available upon request to the
public for purposes of section 552a(0)(2)(A)(i) of title 5, United States Code,
whéch shall include requiring publication of the agreement on a public
website.

(4) CORRECTIONS.—The Director of the Office of Management and Budget
shall establish procedures providing for the correction of data in order to en-
sure—

(A) compliance with section 552a(p) of title 5, United States Code; and

(B) that corrections are made in any Do Not Pay Initiative database and
in any relevant source databases designated by the Director of the Office
of Management and Budget under subsection (b)(1).

(5) CoMPLIANCE.—The head of each agency, in consultation with the Inspector
General of the agency, shall ensure that any information provided to an indi-
vidual or entity under this subsection is provided in accordance with protocols
established under this subsection.

(6) RULE OF CONSTRUCTION.—Nothing in this subsection shall be construed to
affect the rights of an individual under section 552a(p) of title 5, United States
Code.

(f) DEVELOPMENT AND ACCESS TO A DATABASE OF INCARCERATED INDIVIDUALS.—
Not later than 1 year after the date of enactment of this Act, the Attorney General
shall submit to Congress recommendations for increasing the use of, access to, and
the technical feasibility of using data on the Federal, State, and local conviction and
incarceration status of individuals for purposes of identifying and preventing im-
proper payments by Federal agencies and programs and fraud.

(g) PLAN To CURB FEDERAL IMPROPER PAYMENTS TO DECEASED INDIVIDUALS BY
IMPROVING THE QUALITY AND USE BY FEDERAL AGENCIES OF THE SOCIAL SECURITY
ADMINISTRATION DEATH MASTER FILE.—
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(1) ESTABLISHMENT.—In conjunction with the Commissioner of Social Security
and in consultation with relevant stakeholders that have an interest in or re-
sponsibility for providing the data, and the States, the Director of the Office of
Management and Budget shall establish a plan for improving the quality, accu-
racy, and timeliness of death data maintained by the Social Security Adminis-
tration, including death information reported to the Commissioner under sec-
tion 205(r) of the Social Security Act (42 U.S.C. 405(r)).

(2) ADDITIONAL ACTIONS UNDER PLAN.—The plan established under this sub-
section shall include recommended actions by agencies to—

(A) increase the quality and frequency of access to the Death Master File
and other death data;

(B) achieve a goal of at least daily access as appropriate;

(C) provide for all States and other data providers to use improved and
electronic means for providing data;

(D) identify improved methods by agencies for determining ineligible pay-
ments due to the death of a recipient through proactive verification means;
and

(E) address improper payments made by agencies to deceased individuals
as part of Federal retirement programs.

(3) REPORT.—Not later than 120 days after the date of enactment of this Act,
the Director of the Office of Management and Budget shall submit a report to
Congress on the plan established under this subsection, including recommended
legislation.

SEC. 6. IMPROVING RECOVERY OF IMPROPER PAYMENTS.

(a) DEFINITION.—In this section, the term “recovery audit” means a recovery audit
described under section 2(h) of the Improper Payments Elimination and Recovery
Act of 2010 (31 U.S.C. 3301 note).

(b) REVIEW.—The Director of the Office of Management and Budget shall deter-
mine—

(1) current and historical rates and amounts of recovery of improper pay-
ments (or, in cases in which improper payments are identified solely on the
basis of a sample, recovery rates and amounts estimated on the basis of the ap-
plicable sample), including a list of agency recovery audit contract programs
and specific information of amounts and payments recovered by recovery audit
contractors; and

(2) targets for recovering improper payments, including specific information
on amounts and payments recovered by recovery audit contractors.

COMMITTEE STATEMENT AND VIEWS
PURPOSE AND SUMMARY

Improper payments are “any payment that should not have been
made or that was made in an incorrect amount (including overpay-
ments and underpayments) under statutory, contractual, adminis-
trative, or other legally applicable requirements.”! They are the
most visible and tangible byproduct of poor Federal financial man-
agement. Programs are particularly vulnerable to improper pay-
ments when agencies fail to maintain effective internal controls,
adequate financial management systems, or sufficient oversight.

H.R. 4053, the Improper Payments Elimination and Recovery Im-
provement Act of 2012, was introduced on February 16, 2012, by
Representative Edolphus Towns (D-NY) and referred to the Com-
mittee on Oversight and Government Reform. The bill expands re-
quirements for Federal agencies to identify, prevent and recover
improper payments. It requires the Office of Management and
Budget (OMB) to identify and report on Federal programs at high
risk for improper payments and create a standardized methodology
for estimating improper payments, in order to achieve consistent
reporting across the government. The bill modifies the Privacy Act
of 1974 to allow for multilateral data sharing between agencies,

131 U.S.C. 3321 note.
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and mandates a government-wide “Do Not Pay Initiative” to re-
quire prepayment and contract award screening against databases
containing relevant payee eligibility information. It also requires
OMB to determine a plan for curbing improper payments to de-
ceased individuals.

BACKGROUND AND NEED FOR LEGISLATION

Waste and abuse of taxpayer dollars is a severe problem. Federal
agencies made an estimated $115.3 billion in improper payments
in FY 2011.2 Improper payments constituted nearly 5 percent of
the $2.5 trillion in program spending in fiscal year 2011.3 To better
address this problem, agencies must take advantage of new tech-
nologies and data sharing capabilities. H.R. 4053 brings improper
payment detection and prevention into the 21st century by encour-
aging the use of technology to allow agencies to easily share data
to achieve increased payment accuracy and accountability. The pro-
visions in H.R. 4053 build upon the Improper Payments and Elimi-
nation Recovery Act of 2010, which expanded reporting frequency
and established methodologies for estimating the risk of improper
payments.

The full Committee and the Subcommittee on Government Orga-
nization, Efficiency and Financial Management held a series of
hearings this Congress on the issuance of improper payments. The
hearings included testimony from leaders at OMB, the Government
Accountability Office (GAO), the Department of Health and Human
Services (HHS) and several policy experts about the challenge of
preventing improper payments. On February 17, 2011, the full
Committee examined the issue of Federal misspending during a
hearing entitled, “Waste and Abuse: The Refuse of the Federal
Spending Binge.”

On April 15, 2011, the Subcommittee on Government Organiza-
tion, Efficiency and Financial Management heard from agency offi-
cials from GAO and OMB about agency internal controls and com-
mon sense solutions to tighten Federal financial management, in-
cluding the use of advanced information technology to prevent
wasteful spending.

A July 28, 2011, hearing of the Subcommittee focused on the
Federal program with the highest volume of improper payments—
Medicare. The Committee learned that Medicare funds are often
paid to ineligible recipients, a problem that can be prevented via
the use of data-matching technology.

On February 7, 2012, the Subcommittee heard from agency ex-
perts from OMB, GAO and the Recovery Accountability and Trans-
parency Board at a hearing entitled, “Solutions Needed: Improper
Payments Total $115 Billion in Federal Misspending.” The Sub-
committee discussed the Administration’s recent efforts to reduce
improper payments, and suggestions for effective strategies to re-
duce improper payments.

H.R. 4053 reflects the lessons learned from these hearings and
the Committee’s ongoing oversight into Federal financial manage-
ment.

2GAO, “Improper Payments: Remaining Challenges and Strategies for Governmentwide Re-
duction Efforts,” GAO-12-573T, March 28, 2012.
3 Ibid.
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LEGISLATIVE HISTORY

H.R. 4053 builds on prior legislation to reduce and prevent im-
proper payments. A decade ago, the Improper Payments Informa-
tion Act of 2002 was signed into law (P.L. 107-300), compelling
agencies to identify payment errors in specific programs. That 2002
law was updated in 2010 by the Improper Payments and Elimi-
nation Recovery Act (P.L. 111-204), which required better identi-
fication and estimation of improper payments.

H.R. 4053 was introduced by Representative Towns on February
16, 2012. The bill was referred to the Oversight and Government
Reform Committee. A companion bill, S. 1409, was introduced by
Senator Carper on July 22, 2011. S. 1409 was referred to the Sen-
ate Homeland Security and Governmental Affairs Committee, and
subsequently reported favorably with an amendment in the nature
of a substitute on October 19, 2011. It was then placed on the Sen-
ate Legislative Calendar on July 12, 2012, and passed under Unan-
imous Consent on August 1, 2012.

SECTION-BY-SECTION
Section 1. Short title

This section titles the bill as the “Improper Payments Elimi-
nation and Recovery Improvement Act of 2012”.

Section 2. Definitions

» s

This section defines the terms “agency”, “improper payment” and
“State” for purposes of the Act.

Section 3. Improving the determination of improper payments by
federal agencies

Subsection (a) requires the OMB Director to annually identify
high-priority programs, and to establish annual targets, and inter-
mediate actions to achieve the targets, for reducing improper pay-
ments. Agencies are required to report annually to their Inspectors
General and make available to the public a report on any high-dol-
lar improper payments identified by the agency. These reports are
to be made accessible by OMB on a central, publicly available
website. The Inspector General of each agency is to review the
quality and the risk level associated with the programs.

Subsection (b) requires the OMB Director to provide guidance to
Federal agencies for improving agency estimates of improper pay-
ments not later than 180 days after enactment. This requirement
strengthens the estimation process by having OMB set standards
to ensure the underlying validity of sampled payments.

Subsection (c) makes technical and conforming amendments to
IPERA.

Section 4. Improper payments information

This section makes a technical correction to IPERA in conform-
ance with OMB guidance.

Section 5. Do Not Pay Initiative

Subsection (a) requires agencies to conduct prepayment proce-
dures, including screening against databases containing relevant
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information on payees, to verify eligibility and prevent improper
payments.

Subsection (b) requires OMB to establish a Do Not Pay Initiative
comprised of the databases used by agencies in subsection (a), and
other databases as designated by the OMB Director. This sub-
section also requires that OMB evaluate the Do Not Pay Initiative
in an annual report to Congress.

Subsection (c) requires that within 60 days of enactment, the
OMB Director provide Congress with a plan for including other
databases in the Do Not Pay Initiative, establishing lawful agency
access to the databases, and creating a multilateral data use agree-
ment setting parameters for database access between relevant
agencies.

Subsection (d) requires OMB to establish a prepayment review
system that includes the initial Do Not Pay Initiative system with-
in 90 days of enactment. The initial system may be located within
an appropriate agency, shall include at least three participating
agencies, and must include investigative activities for fraud and
systemic improper payment detection through analytic tech-
nologies. Each agency is required to review all of its payments and
awards through the Do Not Pay Initiative no later than June 1,
2013.

Subsection (e) requires that within 60 days of enactment, OMB
establish a plan for executing multilateral data use agreements for
the Do Not Pay Initiative. The subsection amends the Privacy Act
to allow for the multilateral data use agreements between and
among Federal agencies. The subsection requires multilateral data
use agreements to include regulations and guidelines that ensure
data access, as well as transfer and storage of data in a manner
consistent with relevant privacy, security, and disclosure laws.

Subsection (f) requires that within one year of enactment, the At-
torney General submit to Congress recommendations for using Fed-
eral, State, and local conviction and incarceration databases to de-
termine the incarceration status of individuals, in order to prevent
improper payments.

Subsection (g) requires the OMB Director, in consultation with
stakeholders, States, and the Social Security Administrator, to es-
tablish a plan for improving the quality and timeliness of death
data maintained by the Social Security Administration. The plan
must include actions to increase the quality and frequency of access
by agencies, including a goal of at least once-daily access. Within
120 days of enactment, the OMB Director must report to Congress
on the plan.

Section 6. Improving recovery of improper payments

Subsection (a) requires the OMB Director to determine current
and historical rates and amounts of improper payment recovery by
audit contractors, and identify numerical or percentage targets for
recovering improper payments.

EXPLANATION OF AMENDMENTS

The Section-by-Section above is a summary explanation of the
provisions of Chairman Issa’s amendment in the nature of a sub-
stitute (ANS), which was adopted during the Committee Business
Meeting.
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COMMITTEE CONSIDERATION

On September 20, 2012, the Committee met in open session and
ordered reported favorably the bill, H.R. 4053, as amended, by roll
unanimous consent, a quorum being present.

APPLICATION OF LAW TO THE LEGISLATIVE BRANCH

Section 102(b)(3) of Public Law 104-1 requires a description of
the application of this bill to the legislative branch where the bill
relates to the terms and conditions of employment or access to pub-
lic services and accommodations. This bill expands requirements
for Federal agencies to identify, prevent and recover improper pay-
ments. As such this bill does not relate to employment or access
to public services and accommodations.

STATEMENT OF OVERSIGHT FINDINGS AND RECOMMENDATIONS OF
THE COMMITTEE

In compliance with clause 3(c)(1) of rule XIII and clause 2(b)(1)
of rule X of the Rules of the House of Representatives, the Commit-
tee’s oversight findings and recommendations are reflected in the
descriptive portions of this report.

STATEMENT OF GENERAL PERFORMANCE GOALS AND OBJECTIVES

In accordance with clause 3(¢)(4) of rule XIII of the Rules of the
House of Representatives, the Committee’s performance goals and
objectives are reflected in the descriptive portions of this report.

FEDERAL ADVISORY COMMITTEE ACT

The Committee finds that the legislation does not establish or
authorize the establishment of an advisory committee within the
definition of 5 U.S.C. App., Section 5(b).

UNFUNDED MANDATE STATEMENT

Section 423 of the Congressional Budget and Impoundment Con-
trol Act (as amended by Section 101(a)(2) of the Unfunded Mandate
Reform Act, P.L. 104-4) requires a statement as to whether the
provisions of the reported include unfunded mandates. In compli-
ance with this requirement the Committee has received a letter
from the Congressional Budget Office included herein.

EARMARK IDENTIFICATION

H.R. 4053 does not include any congressional earmarks, limited
tax benefits, or limited tariff benefits as defined in clause 9 of rule
XXI.

COMMITTEE ESTIMATE

Clause 3(d)(2) of rule XIII of the Rules of the House of Rep-
resentatives requires an estimate and a comparison by the Com-
mittee of the costs that would be incurred in carrying out H.R.
4053. However, clause 3(d)(3)(B) of that rule provides that this re-
quirement does not apply when the Committee has included in its
report a timely submitted cost estimate of the bill prepared by the
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Director of the Congressional Budget Office under section 402 of
the Congressional Budget Act.

BUDGET AUTHORITY AND CONGRESSIONAL BUDGET OFFICE COST
ESTIMATE

With respect to the requirements of clause 3(c)(2) of rule XIII of
the Rules of the House of Representatives and section 308(a) of the
Congressional Budget Act of 1974 and with respect to requirements
of clause 3(c)(3) of rule XIII of the Rules of the House of Represent-
atives and section 402 of the Congressional Budget Act of 1974, the
Committee has received the following cost estimate for H.R. 4053
from the Director of the Congressional Budget Office:

OCTOBER 11, 2012.

Hon. DARRELL ISSA,
Chairman, Committee on Quversight and Government Reform,
House of Representatives, Washington, DC.

DEAR MR. CHAIRMAN: The Congressional Budget Office has pre-
pared the enclosed cost estimate for H.R. 4053, the Improper Pay-
ments Elimination and Recovery Improvement Act of 2012.

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

Sincerely,
DoucrLas W. ELMENDORF.

Enclosure.

H.R. 4053—Improper Payments Elimination and Recovery Improve-
ment Act of 2012

H.R. 4053 would amend federal law to require agencies to make
additional efforts to identify, recover, and prevent improper pay-
ments. Improper federal payments include several kinds of erro-
neous disbursements, such as overpayments, underpayments, pay-
ments that were not adequately documented, and fraudulent pay-
ments. Under the legislation, the Office of Management and Budg-
et (OMB), federal agencies, and their inspector generals would
have additional responsibilities to better manage payment practices
and reduce the incidence of improper payments. In addition, H.R.
4053 would make changes to the data-sharing protocols among fed-
eral agencies to facilitate the identification of improper payments.

CBO estimates that implementing H.R. 4053 would have no sig-
nificant cost over the next five years. The bill could affect direct
spending by agencies not funded through annual appropriations;
therefore, pay-as-you-go procedures apply. CBO estimates, how-
ever, that any net increase in spending by those agencies would not
be significant. Enacting H.R. 4053 would not affect revenues.

Most of the provisions of the bill would codify and expand cur-
rent practices of the federal government. Executive Order 13520
and various Presidential memorandums have directed OMB and
agencies to take steps to reduce improper payments. OMB has al-
ready drafted guidance on improper payments and created a Do-
Not-Pay list. Consequently, CBO estimates that the additional re-
sponsibilities and reporting requirements to implement this bill
would neither significantly increase administrative costs to federal
agencies nor generate any significant incremental savings.
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H.R. 4053 contains no intergovernmental or private-sector man-
dates as defined in the Unfunded Mandates Reform Act and would
not affect the budgets of state, local, or tribal governments.

On April 20, 2012, CBO transmitted a cost estimate for S. 1409,
the Improper Payments and Recovery Improvement Act of 2011, as
ordered reported by the Senate Committee on Homeland Security
and Governmental Affairs on October 19, 2011. Both pieces of legis-
lation address improper payments but have different provisions.
The Senate bill includes a requirement for agencies to operate Re-
covery Audit Contracting programs, but that provision is not in-
cluded in H.R. 4053.

The CBO staff contact for this estimate is Matthew Pickford. The
estimate was 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):

IMPROPER PAYMENTS INFORMATION ACT OF 2002

* * * & * * *

SEC. 2. ESTIMATES OF IMPROPER PAYMENTS AND REPORTS ON AC-
TIONS TO REDUCE THEM.

(a) IDENTIFICATION OF SUSCEPTIBLE PROGRAMS AND ACTIVITIES.—
k * ES * k * ES

(3) RISK ASSESSMENTS.—
(A) DEFINITION.—In this subsection the term “signifi-
cant” means—
(G) * *
(i) [with respect to fiscal years following September
30th of a fiscal year beginning before fiscal year 2013
as determined by the Office of Management and Budg-
et] with respect to fiscal year 2014 and each fiscal year
thereafter, that improper payments in the program or
activity in the preceding fiscal year may have exceed-

* * *k & * * *k

(b) IMPROVING THE DETERMINATION OF IMPROPER PAYMENTS.—
(1) IN GENERAL.—The Director of the Office of Management
and Budget shall on an annual basis—
(A) identify a list of high-priority Federal programs for
greater levels of oversight and review—
(i) in which the highest dollar value or highest rate
of improper payments occur; or
(ii) for which there is a higher risk of improper pay-
ments; and
(B) in coordination with the agency responsible for ad-
ministering the high-priority program, establish annual



13

targets and semi-annual or quarterly actions for reducing
improper payments associated with each high-priority pro-
gram.

(2) REPORT ON HIGH-PRIORITY IMPROPER PAYMENTS.—

(A) IN GENERAL.—Subject to Federal privacy policies and
to the extent permitted by law, each agency with a program
identified under paragraph (1)(A) on an annual basis shall
submit to the Inspector General of that agency, and make
available to the public (including availability through the
Internet), a report on that program.

(B) CONTENTS.—Each report under this paragraph—

(1) shall describe—
(D) any action the agency—
(aa) has taken or plans to take to recover
improper payments; and
(bb) intends to take to prevent future im-
proper payments; and
(it) shall not include any referrals the agency made
or anticipates making to the Department of Justice, or
any information provided in connection with such re-
ferrals.

(C) PUBLIC AVAILABILITY ON CENTRAL WEBSITE.—The Of-
fice of Management and Budget shall make each report
submitted under this paragraph available on a central
website.

(D) AVAILABILITY OF INFORMATION TO INSPECTOR GEN-
ERAL.—Subparagraph (B)(ii) shall not prohibit any referral
or information being made available to an Inspector Gen-
eral as otherwise provided by law.

(E) ASSESSMENT AND RECOMMENDATIONS.—The Inspector
General of each agency that submits a report under this
paragraph shall, for each program of the agency that is
identified under paragraph (1)(A)—

(i) review—

(D) the assessment of the level of risk associated
with the program, and the quality of the improper
payment estimates and methodology of the agency
relating to the program; and

(1) the oversight or financial controls to identify
and prevent improper payments under the pro-
gram; and

(it) submit to Congress recommendations, which may
be included in another report submitted by the Inspec-
tor General to Congress, for modifying any plans of the
agency relating to the program, including improve-
ments for improper payments determination and esti-
mation methodology.

[(b)1 (¢) ESTIMATION OF IMPROPER PAYMENTS.—With respect to
each program and activity identified under subsection (a), the head
of the relevant agency shall—

* k *k & * k *k

[(c)] (d) REPORTS ON AcCTIONS TO REDUCE IMPROPER PAY-
MENTS.—With respect to any program or activity of an agency with
estimated improper payments under [subsection (b)1 subsection (c),
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the head of the agency shall provide with the estimate under [sub-
section (b)] subsection (c) a report on what actions the agency is
taking to reduce improper payments, including—

% * * * % * *

[(d)] (¢) REPORTS ON ACTIONS TO RECOVER IMPROPER PAY-
MENTS.—With respect to any improper payments identified in re-
covery audits conducted under section 2(h) of the Improper Pay-
ments Elimination and Recovery Act of 2010 (31 U.S.C. 3321 note),
the head of the agency shall provide with the estimate under [sub-
section (b)] subsection (c) a report on all actions the agency is tak-
ing to {e;:?kvir >ikmplroper payments, including—

1

* * & * * * &

[(e)] (f/ GOVERNMENTWIDE REPORTING OF IMPROPER PAYMENTS
AND ACTIONS To RECOVER IMPROPER PAYMENTS.—

ES * ES ES ES * ES
[(H)] (g) DEFINITIONS.—In this section:

* * * * * * *

(3) PAYMENT.—The term “payment” means any transfer or
commitment for future transfer of Federal funds such as cash,
securities, loans, loan guarantees, and insurance subsidies to
any non-Federal person or entity or a Federal employee, that
is made by a Federal agency, a Federal contractor, a Federal
grantee, or a governmental or other organization administering
a Federal program or activity.

k * * £ k * ES
[(g)] (h) GUIDANCE BY THE OFFICE OF MANAGEMENT AND BUDG-
ET.—
k * * * k * *

IMPROPER PAYMENTS ELIMINATION AND RECOVERY
ACT OF 2010

* * * * * * *

SEC. 2. IMPROPER PAYMENTS ELIMINATION AND RECOVERY.
(a) * * *

* * *k & * * *k

(h) RECOVERY AUDITS.—

(1) DEFINITION.—In this subsection, the term “agency” has
the meaning given under [section 2(f) of the Improper Pay-
ments Information Act of 2002 (31 U.S.C. 3321 note) as redes-
ignated by this Act.] section 2(g) of the Improper Payments In-
formation Act of 2002 (31 U.S.C. 3321 note).

* * *k & * * *k

SEC. 3. COMPLIANCE.
(a) DEFINITIONS.—In this section:
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(1) AGENCY.—The term “agency” has the meaning given
under [section 2(f) of the Improper Payments Information Act
of 2002 (31 U.S.C. 3321 note) as redesignated by this Act.] sec-
tion 2(g) of the Improper Payments Information Act of 2002 (31
U.S.C. 3321 note).

* £ * * * £ *

(3) CoMPLIANCE.—The term “compliance” means that the
agency—

%k £ £ £ %k S £

(C) if required, publishes improper payments estimates
for all programs and activities identified under [section
2(b)1 section 2(c) of the Improper Payments Information
Act of 2002 (31 U.S.C. 3321 note) in the accompanying ma-
terials to the annual financial statement;

(D) publishes programmatic corrective action plans pre-
pared under [section 2(c)] section 2(d) of the Improper
Payments Information Act of 2002 (31 U.S.C. 3321 note)
that the agency may have in the accompanying materials
to the annual financial statement;

(E) publishes improper payments reduction targets es-
tablished under [section 2(c)l section 2(d) of the Improper
Payments Information Act of 2002 (31 U.S.C. 3321 note)
that the agency may have in the accompanying materials
to the annual financial statement for each program as-
sessed to be at risk, and is meeting such targets; and

(F) has reported an improper payment rate of less than
10 percent for each program and activity for which an esti-
mate was published under [section 2(b)] section 2(c) of the
Improper Payments Information Act of 2002 (31 U.S.C.
3321 note).

* * *k & * * *k

O




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /OK
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
    /Arial-Black
    /Arial-BlackItalic
    /Arial-BoldItalicMT
    /Arial-BoldMT
    /Arial-ItalicMT
    /ArialMT
    /ArialNarrow
    /ArialNarrow-Bold
    /ArialNarrow-BoldItalic
    /ArialNarrow-Italic
    /ArialUnicodeMS
    /CenturyGothic
    /CenturyGothic-Bold
    /CenturyGothic-BoldItalic
    /CenturyGothic-Italic
    /CourierNewPS-BoldItalicMT
    /CourierNewPS-BoldMT
    /CourierNewPS-ItalicMT
    /CourierNewPSMT
    /Georgia
    /Georgia-Bold
    /Georgia-BoldItalic
    /Georgia-Italic
    /Impact
    /LucidaConsole
    /Tahoma
    /Tahoma-Bold
    /TimesNewRomanMT-ExtraBold
    /TimesNewRomanPS-BoldItalicMT
    /TimesNewRomanPS-BoldMT
    /TimesNewRomanPS-ItalicMT
    /TimesNewRomanPSMT
    /Trebuchet-BoldItalic
    /TrebuchetMS
    /TrebuchetMS-Bold
    /TrebuchetMS-Italic
    /Verdana
    /Verdana-Bold
    /Verdana-BoldItalic
    /Verdana-Italic
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages false
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth 8
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /FlateEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages false
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth 8
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /FlateEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages false
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.00000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata pogodnih za pouzdani prikaz i ispis poslovnih dokumenata koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 5.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice


		Superintendent of Documents
	2022-02-01T15:54:18-0500
	Government Publishing Office, Washington, DC 20401
	Government Publishing Office
	Government Publishing Office attests that this document has not been altered since it was disseminated by Government Publishing Office




