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FRAUD REDUCTION AND DATA ANALYTICS ACT OF 2015

FEBRUARY 9, 2016.—Committed to the Committee of the Whole House on the State
of the Union and ordered to be printed

Mr. CHAFFETZ, from the Committee on Oversight and Government
Reform, submitted the following

REPORT

[To accompany H.R. 4180]

[Including cost estimate of the Congressional Budget Office]

The Committee on Oversight and Government Reform, to whom
was referred the bill (H.R. 4180) to improve Federal agency finan-
cial and administrative controls and procedures to assess and miti-
gate fraud risks, and to improve Federal agencies’ development and
use of data analytics for the purpose of identifying, preventing, and
responding to fraud, including improper payments, having consid-
ered the same, report favorably thereon without amendment and
recommend that the bill do pass.
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COMMITTEE STATEMENT AND VIEWS
PURPOSE AND SUMMARY

H.R. 4180, the Fraud Reduction and Data Analytics Act of 2015,
is a bipartisan bill that would strengthen agency fraud protection
and detection efforts by requiring agencies to adopt more proactive
measures. The Act requires the U.S. Office of Management and
Budget (OMB) to establish fraud detection and prevention guide-
lines that incorporate anti-fraud best practices identified by the
U.S. Government Accountability Office (GAO).

BACKGROUND AND NEED FOR LEGISLATION

Currently, the Federal government relies on fraud detection and
prevention systems that are based on after-the-fact reviews of
transactions to determine if fraud occurred. This system identified
$124 billion in improper payments in fiscal year 2014, nearly $19
billion more than the previous year. The current system also re-
quires agencies to spend time and resources tracking down and re-
covering these dollars after they have been expended, rather than
ensuring the improper payments are never made in the first place.
H.R. 4180 will help to address this flawed improper payment and
fraud prevention system by establishing a proactive approach. This
bill requires agencies to review and implement continuously evolv-
ing anti-fraud measures, thereby ensuring better protection of tax-
payer dollars.

LEGISLATIVE HISTORY

H.R. 4180 was introduced by Congressman Mark Meadows (R—
NC) on December 3, 2015, and referred to the Committee on Over-
sight and Government Reform. On December 9, 2015, H.R. 4180
was favorably reported without amendment by unanimous consent.
H.R. 4180 is co-sponsored by Congressman Gerald Connolly (D—
VA), Congressman Mick Mulvaney (R-SC), and Congresswoman
Tammy Duckworth (D-IL).

H.R. 4180 is the House companion to S. 2133, the Fraud Reduc-
tion and Data Analytics Act of 2015. S. 2133 was introduced on Oc-
tober 5, 2015 by Senator Tom Carper (D-MO) and referred to the
Committee on Homeland Security and Government Affairs. The
Committee favorably reported the bill without amendment on Octo-
ber 7, 2015. S. 2133 is co-sponsored by Senators Thom Tillis (R—
NC), Claire McCaskill (D-MO), Ron Johnson (R-WI), Tammy Bald-
win (D-WI), and Kelly Ayotte (R—NH).

SECTION-BY-SECTION

Section 1. Short title

Designates the short title of the bill as the “Fraud Reduction and
Data Analytics Act of 2015”.

Section 2. Definitions

Defines agency as it is used in 5 U.S.C. 551. Defines improper
payment as used in section 2(g) of the Improper Payments Informa-
tion Act of 2002.
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Section 3. Establishment of financial and administrative controls
relating to fraud and improper payments

Subsection (a) of the Act requires that, within 90 days of enact-
ment, the Director of OMB, in consultation with the Comptroller
General, establish guidelines for agencies regarding fraud. Agen-
cies are to use the guidelines to create controls to identify and as-
sess, and prevent and respond to, fraud. The guidelines shall incor-
porate GAO best practices. The OMB Director, consulting with
Comptroller General, upon a determination of necessity, may mod-
ify these guidelines periodically.

Subsection (b) states that the required controls shall include: (1)
evaluating fraud risk and using risk-based approach to design and
implement controls; (2) use of data from known fraud to monitor
trends and improve prevention controls; (3) use of results from
fraud investigations, and (4) ways to improve future anti-fraud
measures.

Subsection (c) requires agencies to submit to Congress, as part
of the annual financial report of the agency, a report for each of
the first three fiscal years following enactment. The report shall in-
clude progress made in implementing the following: financial and
administrative controls, the fraud risk principle found in the
Standards for Internal Control in the Federal Government, and
OMB’s circular on leading practices for managing fraud risks. The
subsection also requires the report to outline the progress the agen-
cy has made in identifying risks and vulnerabilities in areas where
fraud may occur such as payroll, grants, and contracts. Finally, the
subsection requires agencies to include in each of the annual re-
ports progress made in establishing strategies, procedures, and
other steps to curb fraud. If the bill is enacted less than 180 days
before the next annual financial report is due from an agency; the
agency may submit the report as part of the following annual fi-
nancial report.

Section 4. Working group

Requires OMB, within 180 days of enactment of this Act, to es-
tablish a working group to improve the sharing of controls and
other best practices and techniques among agencies and the shar-
ing and development of analytic techniques.

The composition of the working group shall be: the Director of
OMB, who will be the chair; agency Chief Financial Officers; and
any other party determined appropriate by director of OMB, includ-
ing agency Chief Information Officers, Chief Procurement Officers,
and Chief Operating Officers.

This section also requires that within 270 days of enactment the
working group submit a plan on the establishment and use of an
interagency data and analytics library to facilitate fraud detection,
prevention, and recovery.

COMMITTEE CONSIDERATION

On December 9, 2015, the Committee met in open session and
ordered reported favorably the bill, H.R. 4180, by unanimous con-
sent, a quorum being present.
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RoLL CALL VOTES

There were no recorded votes during Full Committee consider-
ation of H.R. 4180.

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 improve Federal agency
financial and administrative controls and procedures to assess and
mitigate fraud risks, and to improve Federal agencies’ development
and use of data analytics for the purpose of identifying, preventing,
and responding to fraud, including improper payments. 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(c)(4) of rule XIII of the Rules of the
House of Representatives, the Committee’s performance goal or ob-
jective of the bill is to improve Federal agency financial and admin-
istrative controls and procedures to assess and mitigate fraud
risks, and to improve Federal agencies’ development and use of
data analytics for the purpose of identifying, preventing, and re-
sponding to fraud, including improper payments.

DuUPLICATION OF FEDERAL PROGRAMS

No provision of this bill establishes or reauthorizes a program of
the Federal Government known to be duplicative of another Fed-
eral program, a program that was included in any report from the
Government Accountability Office to Congress pursuant to section
21 of Public Law 111-139, or a program related to a program iden-
tified in the most recent Catalog of Federal Domestic Assistance.

DI1scLOSURE OF DIRECTED RULE MAKINGS

The Committee estimates that enacting this bill does not direct
the completion of specific rule makings within the meaning of 5
U.S.C. 551.

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).
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UNFUNDED MANDATE STATEMENT

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

EARMARK IDENTIFICATION

This bill 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)(1) 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 this bill.
However, clause 3(d)(2)(B) of that rule provides that this require-
ment does not apply when the Committee has included in its report
a timely submitted cost estimate of the bill prepared by the Direc-
tor of the Congressional Budget Office under section 402 of the
Congressional Budget Act of 1974.

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 Rep-
resentatives and section 402 of the Congressional Budget Act of
1974, the Committee has received the following cost estimate for
this bill from the Director of Congressional Budget Office:

H.R. 4180—Fraud Reduction and Data Analytics Act of 2015

H.R. 4180 would require federal agencies to report on their ef-
forts to assess and combat fraud and improper payments in each
of the next three years. In addition, the legislation would require
the Office of Management and Budget (OMB) to set up a working
group to establish best practices for preventing fraud and improper
payments and for sharing analytical information among federal
agencies.

The Federal Managers’ Financial Integrity Act requires agencies
to establish and maintain internal controls to ensure that federal
programs operate efficiently, effectively, and in compliance with
relevant laws. The Government Accountability Office (GAO) issues
financial control standards for the federal government in the
Standards for Internal Control in the Federal Government (known
as the Green Book). Additionally, OMB establishes specific require-
ments for assessing and reporting on financial controls used by the
federal government. The standards in the most recent Green Book
include methods for assessing the risk of fraud.

Based on information from GAO and OMB, CBO expects that im-
plementing the bill would increase the administrative costs of each
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major federal agency by roughly $50,000 annually, primarily to
prepare reports for the Congress for three years. Because there are
about 25 major agencies, CBO estimates that implementing H.R.
4180 would cost about $4 million over the 2016-2020 period, in-
cluding funds to operate the proposed working group. Such spend-
ing would be subject to the availability of appropriated funds.

Under H.R. 4180, some agencies would increase their efforts to
detect fraud and improper payments. Such efforts could result in
cost savings to those agencies, but could also lead to additional
costs to improve their financial systems. CBO has no basis for esti-
mating the magnitude of either increases in the recovery of fraudu-
lent payments or costs to improve financial systems.

Enacting H.R. 4180 also could affect direct spending by some
agencies (such as the Tennessee Valley Authority) because they are
authorized to use receipts from the sale of goods, fees, and other
collections to cover their operating costs. Therefore, pay-as-you-go
procedures apply. Because most of those agencies can make adjust-
ments to the amounts collected as operating costs change, CBO es-
timates that any net changes in direct spending by those agencies
would not be significant. Enacting the bill would not affect reve-
nues.

CBO estimates that enacting H.R. 4180 would not increase net
direct spending or on-budget deficits in any of the four consecutive
10-year periods beginning in 2026.

H.R. 4180 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 January 12, 2016, CBO transmitted a cost estimate for S.
2133, the Fraud Reduction and Data Analytics Act of 2015, as or-
dered reported by the Senate Committee on Homeland Security
and Governmental Affairs on October 7, 2015. The two pieces of
legislation are similar, and CBO’s estimates of their budgetary ef-
fects are the same.

The CBO staff contact for this estimate is Matthew Pickford. The
estimate was approved by H. Samuel Papenfuss, Deputy Assistant
Director for Budget Analysis.

O




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /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 false
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue true
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /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 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages false
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth 8
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /FlateEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages false
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck true
  /PDFX3Check false
  /PDFXCompliantPDFOnly true
  /PDFXNoTrimBoxError false
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXOutputConditionIdentifier (CGATS TR 001)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <>
    /CHT <>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV <>
    /HUN <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF che devono essere conformi o verificati in base a PDF/X-1a:2001, uno standard ISO per lo scambio di contenuto grafico. Per ulteriori informazioni sulla creazione di documenti PDF compatibili con PDF/X-1a, consultare la Guida dell'utente di Acrobat. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 4.0 e versioni successive.)
    /JPN <>
    /KOR <>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die moeten worden gecontroleerd of moeten voldoen aan PDF/X-1a:2001, een ISO-standaard voor het uitwisselen van grafische gegevens. Raadpleeg de gebruikershandleiding van Acrobat voor meer informatie over het maken van PDF-documenten die compatibel zijn met PDF/X-1a. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 4.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents that are to be checked or must conform to PDF/X-1a:2001, an ISO standard for graphic content exchange.  For more information on creating PDF/X-1a compliant PDF documents, please refer to the Acrobat User Guide.  Created PDF documents can be opened with Acrobat and Adobe Reader 4.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /HighResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


		Superintendent of Documents
	2022-02-01T01:17:16-0500
	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




