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UNITED STATES CITIZENSHIP AND
IMMIGRATION SERVICES

TUESDAY, MARCH 23, 2010

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON IMMIGRATION, CITIZENSHIP,
REFUGEES, BORDER SECURITY, AND INTERNATIONAL LAW
COMMITTEE ON THE JUDICIARY,
Washington, DC.

The Subcommittee met, pursuant to notice, at 2:06 p.m., in room
2141, Rayburn House Office Building, the Honorable Zoe Lofgren
(Chairwoman of the Subcommittee) presiding.

Present: Representatives Lofgren, Conyers, Jackson Lee, Gutier-
rez, Sanchez, Chu, King, Poe, and Chaffetz.

Staff present: (Majority) Traci Hong, Counsel; Hunter Hammill,
USCIS Detailee; Andrés Jimenez, Staff Assistant; and (Minority)
George Fishman, Counsel.

Ms. LOFGREN. The Immigration Subcommittee will come to order,
and I will note that just as we sat down the House notified us that
there are votes on the floor of the House. There are three votes and
since Mr. King is on his way I thought we might do opening state-
ments but that won’t work.

So I think what we will do is go over, we will do our votes. We
will come back. That will take at least a half an hour so if people
want to go get a cup of coffee, you don’t have to sit here. We will
reconvene no sooner than, I think, 2:35, 2:40.

If people want to go get a snack in the basement, you are free
to do that and—hello, Steve. We are just—they just called for
votes, so I think we will go vote and come back.

With that we are recessed until after votes and thanks to our
witnesses for your patience.

[Recess.]

Ms. LOFGREN. So welcome. Thank you for waiting and this hear-
ing of the Subcommittee on Immigration, Citizenship, Refugees,
Border Security, and International Law is now reconvening. We
would like to welcome everyone to the hearing.

And before we begin, I would like to recognize that the U.S. Citi-
zenship and Immigration Service has performed extraordinarily
with just extra effort in responding to the tragedy in Haiti fol-
lowing the January 12th earthquake.

Two-and-a-half months into the registration period, over 30,000
TPS applications have been filed. In addition, a USCIS’ creation of
a humanitarian parole policy specifically to deal with Haitian or-
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phans in the process of adoption by U.S. citizens has allowed for
nearly 1,000 orphans to travel safely to the United States.

The agency has also processed a multitude of other humanitarian
parole requests including for Haitians in need of critical medical
care and also allowing for escorts of U.S. citizen children from
Haiti to family in the United States.

And finally, I would like to specifically recognize the heroic ef-
forts of USCIS Haitian Field Office Director Pius Bannis and Offi-
cer Marie Brierre, who worked around the clock for weeks following
the earthquake to respond to the tragedy. Again, thank you for
your efforts and for responding to the crisis in Haiti.

In this hearing, however, we will examine the funding structure
for USCIS and the impact that it has on immigration law and pol-
icy. We will also review the status of the agency’s decade-long ef-
forts to transform its business and technology processes.

USCIS and formerly the INS have been primarily dependent on
fees to fund its adjudication operations since 1989. Between then
and now, INS and later USCIS have raised fees for immigration
and citizenship applications and petitions at a rate far exceeding
the rate of inflation. For example, the fee for citizenship applica-
tions has increased from $90 in 1991 to $675 in 2007, an increase
of 750 percent.

The last time that USCIS raised its fees in 2007, it did so by an
average of 86 percent. But just 3 years later USCIS appears to be
considering yet another increase in fees, and we hope to hear a lit-
tle more about that.

In 2007, this Subcommittee held two hearings on USCIS’ most
recent fee increase. At that time I expressed my concerns about the
enormous size of the increase and the methodology by which
USCIS calculated the increase.

I was especially worried about the barriers that such large fees
would erect against legal immigrants who are eligible to become
U.ls. Cclitizens, but may be unable to do so due to the high cost in-
volved.

At the first hearing then USCIS Director Emilio Gonzalez testi-
fied that the agency’s new fee rules were carefully devised “to en-
sure USCIS recovers its full business costs.”

At the second hearing then Deputy Director, Acting Director Jock
Sharfen testified that the new fees were designed to bring about
greater efficiency and, as he said, “long term cost reductions.”

And in the final fee rule, USCIS wrote that the new fee structure
would enable USCIS to make improvements that may ultimately
“help avoid future increases and possibly reduce costs.”

But 3 years later, I am concerned that USCIS is considering an-
other fee increase instead of reaping the benefits and reducing
costs and reducing fees. It already costs $2,700 for a family of four
to apply for citizenship. Another increase will make it that much
more difficult for persons of limited means to become U.S. citizens.

I hope to have a frank discussion with the witnesses in today’s
hearing about the financial health of USCIS and how to achieve
the right mixture of funding streams for the agency through fees
and appropriations.

On a related note, USCIS and the former INS have been trying
to transform information and business processes for roughly a dec-



3

ade. And I know the new director is new on the job, but the agency
still continues to use a filing system that is predominantly paper-
based.

And with approximately 55 million files spread out over numer-
ous offices across the country, in this day and age it is hard to be-
lieve that any Federal agency dealing with millions of files has not
yet developed a primarily digital filing system.

In 2005 the DHS Office of Inspector General reported that de-
spite repeated assessment and attempts to modernize, USCIS’ proc-
essing of immigration benefits continues to be inefficient, hindering
its ability to carry out its mission. Processes then remain primarily
paper-based and duplicative, resulting in an ineffective use of
human and financial resources. I.T. software and hardware sys-
tems were not well-configured to meet U.S. users’ needs.

In the follow-up report in 2006, the I.G. observed that because
of repeated changes in focus and direction, USCIS has tended to
duplicate previous modernization initiatives and has not dem-
onstrated the ability to execute its planned strategies.

Since 2007 the Immigration Subcommittee has actively worked
with the department and outside experts to evaluate the agency’s
proposals for the transformation program. To date, however, the
Subcommittee and outside observers have not found the trans-
formation efforts to have been successful yet.

We fear that they are some problems, perhaps, or at least ques-
tions about progress and the level of detail regarding actual trans-
formation implementation. And so we hope to learn more today
about that whole subject.

I also want to mention that the Subcommittee’s last hearing fol-
lowing the USCIS fee increase rule on September 20th, 2007 we,
again, raised significant concerns about the progress of the trans-
formation efforts. And we had a follow-up report in July of last
year from the I.G. that did find that the transformation efforts
were ineffective and plagued with problems.

Now, we need to examine what steps have been taken and can
be taken to bring USCIS into the 21st century. The stakes are very
high and the agency just cannot continue to be buried in a sea of
paper if a digital solution is available.

I know that the director is committed to modernization efforts.
I know that he agrees with me that we can’t just work faster, we
have to work smarter to get this done. And so I look forward to his
testimony on what we have done and what we need to do and how
the Subcommittee can help the agency in that effort.

I do know that you inherited something of a mess and we do
hope that you are successful in cleaning the technology scene up.
And with that, I will yield to the Ranking Member Steve King for
his opening statement.

Mr. KING. Thank you, Madam Chair. The immigrants who will
enjoy the priceless benefits of living and working in America should
have to pay for the costs the U.S. government incurs on their be-
half. The American taxpayers should not have to foot the bill for
granting highly sought after immigration benefits.

While I agree that our Nation has been much enriched by legal
immigration, in fact, skimmed the cream of the crop off of every
donor civilization to build a foundation for the American spirit with
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their vitality, but given the competing needs for new tax dollars
and any tax dollars, it only makes sense that those who directly
receive an individual immigration benefit should pay for it; fee-for-
service, so to speak.

The ability to become a naturalized citizen is the greatest benefit
a country can bestow. Indeed, it is priceless. Therefore USCIS
should structure its application processing fees to recover its full
costs. The new fee schedule that USCIS instituted in 2007 was
based on a comprehensive fee study conducted at the recommenda-
tion of the Government Accountability Office.

Although the fee increases were substantial in some categories,
that does not necessarily make them excessive. Full cost recovery
includes more than the direct cost of providing services. It covers
overhead and support costs such as the cost of personnel and their
retirement benefits for the facilities and litigation.

Most importantly, it includes the cost of background checks and
fraud detection, both of which are critical to ensuring that immi-
gration benefits are granted to those who deserve them and not to
those who plan to do us harm.

USCIS pledged that part of the new fees would go to pay for the
enhanced security and integrity of the immigration system. They
were to fund 170 additional fraud detection and national security
agents to oversee fraud investigations and the processing of appli-
cations that have national security concerns.

I hope to learn that these agents were in fact hired at this hear-
ing today, that it is not unprecedented for criminals and terrorist
to try to enter the U.S. through legal channels. Mahmud
Abouhalima, a terrorist who blew up the World Trade Center in
1993, received amnesty through the 1986 immigration bill.

Further, 9/11 hijackers came into the U.S. on student and visitor
visas. As we have tragically learned through background checks,
they are especially critical to immigrant processing.

Immigration benefit fraud remains a critical issue. In 2006 the
GAO found that individuals who pose a threat to national security
and public safety may seek to enter the United States by fraudu-
lently obtaining immigration benefits. It determined that although
the full extent of benefit fraud is not known, available evidence
suggests that it is an ongoing and serious problem.

USCIS’ Office of Fraud Detection and National Security found
that an astounding 33 percent of religious worker visa applications
were fraudulent. And for some denominations a majority of the ap-
plications were fraudulent, and by recollection, it seems to me that
all of the applications from an individual country were fraudulent.

Yet GAO found that immigration adjudicators it had interviewed,
reported that “communication from management did not clearly
communicate to them the importance of fraud control. Rather it
emphasized meeting production goals designed to reduce the back-
log of applications, almost exclusively.”

GAO concluded that “the lack of a clear strategy for how and
when to punish fraud perpetrators limits DHS’ ability to project a
convincing message that those who commit fraud face a credible
threat of punishment.”

Last year, GAO reported that fraud detection and prevention ac-
counted for only 4%4 percent of USCIS’ annual expenditures for ap-
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plication processing. And just last October, DHS’ Office of the In-
spector General found that the Office of Fraud Detection and Na-
tional Security “has had little measureable effect on benefit fraud.”

The inspector general cited a lack of incentives such as in em-
ployee evaluations for USCIS personnel to combat fraud, as op-
posed to simply rubberstamping applications to improve produc-
tivity.

Director Mayorkas, while these findings are disturbing, I am
heartened that you have elevated the fraud detection to a newly es-
tablished fraud detection and national security directorate that will
report directly to you, demonstrating in your words, and I will
quote them, “Our continued commitment to eliminating fraud,
identifying national security threats and sharing information with
our law enforcement and intelligence partners.”

Your continued commitment is indeed crucial, and I appreciate
that commitment that you have demonstrated. The balance of the
increased fee revenue was promised to go to modernizing the tech-
nology and business structure of USCIS and improving the delivery
of services. We will find out today how well this transformation has
gone.

I think we do understand the importance of the investigative
component, especially of USCIS, and I believe that we had set the
foundation for fee-for-service and that was a consensus this Con-
gress had voted for.

And I am hopeful that whatever we do with the fee structure in
the future it is based on fee-for-services and not taxing American
taxpayers who are overtaxed, overstressed, overburdened and over
indebted, especially with the acceleration of the government spend-
ing that we have had.

They simply cannot fund out of the taxpayer dollars applications
that are fee-for-service for a service that benefits individuals that
can, in spite of the cost, need to find a way to use their own rev-
enue.

So I look forward to your testimony. and I appreciate this hear-
ing, Madam Chair, and I yield back the balance of my time.

Ms. LOFGREN. We are pleased to have the Chairman of the Judi-
ciary Committee with us this afternoon. Mr. Conyers, it is an honor
to have you here. And I would welcome your opening statement
should you wish to give one.

Mr. CONYERS. Thank you, Chairwoman, and to my good friend,
Steve King and the Members of the Committee. I haven’t been to
this kind of a hearing before. And I wanted to begin as we examine
the United States Citizenship and Immigration Services, USCIS,
by commending Director Mayorkas about the diligent way that
they have acted in terms of the Haiti earthquake.

I have done a lot of work with that country and its people, and
you moved in right away on the issue of granting temporary protec-
tive status. And you have done some Haitian adoptions through hu-
manitarian parole, and it is just impressive. And I think you are
living up to your informal record on the Hill as a pretty effective
administrator, and I commend you for it.

Now, the fee increases and the paperwork burdens are two other
challenges that you are faced with. Now, occasionally Steve King
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and I disagree and this is one of those instances because I don’t
want these costs to be continually heaped on the applicant.

Maybe I will find out here at this hearing, and it may give Steve
and I an opportunity to work on this issue together, but there are
applicants otherwise qualified to apply for citizenship that don’t
have the money. They can’t afford it. Some of them are not working
at too good of jobs to begin with.

So I just want to try to get a picture of this. Fee increases should
be absorbed by the appropriations process. Good night, when you
have got a trillion-dollar budget and we are talking about charging
each person, what is it, $500, $625——

Ms. LOFGREN. $675.

Mr. CONYERS [continuing]. $675 each? A family of four—do you
know how many people apply for citizenship and never can follow
through because they can’t afford it? They are otherwise qualified.
And so I am for putting these fees into the appropriations process.

But I don’t even want a fee increase. Floating this rumor about
a tiny increase doesn’t work—look, as Zoe Lofgren said, the in-
creases have been astronomic already. So we don’t need that. We
don’t need it as far as I am concerned.

Now the paperwork problem, here we are. We have been getting
computers and we are going to digitize all the paperwork, which
can only occasionally get lost, but one of your predecessors,
Eduardo Aguirre worked on this. Emilio Gonzalez then came along
and he gave it his best shot. Jock Sharfen did the job, and now
here you are.

And what I think a number of us on the Committee are con-
cerned with is what is the problem? What makes it so difficult to
realize that without computerizing this information, papers have to
be sent back and forth from one office to the other. They are fre-
quently lost.

Besides your sympathy, I want you to present a plan or construct
one that will really take care of the technology transformation that
all of your predecessors have tried and quite frankly not been that
successful.

So let us see where we go today and I look forward, Madam
Chair, to the hearings.

Ms. LOFGREN. Thank you, Mr. Conyers. And I am sure if Mr.
Smith arrived we will be pleased to accept a statement at that
time. But in the interest in proceeding to our witnesses I would ask
other Members to submit their statements for the record within 5
legislative days. And without objection all opening statements will
be placed in the record. And without objection, the Chair is author-
ized to declare a recess of the hearing at any time.

I would like to introduce the witnesses. First, it is my pleasure
to introduce Alejandro Mayorkas. Mayorkas was nominated to be
the Director of U.S. Citizenship and Immigration Services by Presi-
dent Obama on April 24, 2009, less than 1 year ago.

He was unanimously confirmed by the United States Senate on
August 7th, 2009. Director Mayorkas has served as the United
States attorney for the Central District of California and previously
was a partner in the law firm of O’Melveny and Myers. Last year
he was named one of the 50 most influential minority lawyers in
America by the “National Law Journal.”
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Director Mayorkas previously served as an assistant U.S. attor-
ney for the Central District of California from 1989 to 1998. He
holds a Juris Doctorate degree from Loyola Law School and a Bach-
elor’s degree from the University of California at Berkeley.

Next I would like to introduce Frank Deffer. Mr. Deffer joined
the Office of the Inspector General for the Department of Home-
land Security in March of 2003. He previously served as Director,
Information Management Division and the Office of Audits at the
Department of State and at the Office of Inspector General for the
Broadcast Board of Governors.

Before joining the State Department, from 1984 through 1998, he
served in a number of positions at the U.S. General Accounting Of-
fice. And while at the GAO he directed audits of defense and gov-
ernment-wide technology acquisition programs as an assistant di-
rector in the accounting and information management division and
produced dozens of reports for Congress.

He is a graduate of Pennsylvania State University where he
earned both his Bachelor’s of Arts and Master’s of Arts degree in
political science. Mr. Deffer is also retired from the U.S. Army Re-
serve, where he last served as a major in the Medical Service
Corps.

Finally, I would like to introduce Susan Irving. Ms. Irving is a
director for the Federal budget analysis within strategic issues at
the GAO. She oversees work on Federal budget structure, the con-
gressional budget process, user fees, U.S. fiscal position, long term
fiscal outlook and debt and debt management.

Prior to joining the GAO in 1989, Ms. Irving held a number of
positions in and out of government largely concerned with economic
and budget policy. She served as a legislative assistant and legisla-
tive director to Members of the Senate Finance Committee and as
staff director to the President’s Council of Economic Advisers in the
Executive Offices of the President and as Vice President of the
Committee for a Responsible Federal Budget.

Ms. Irving has also been a fellow at the Institute of Politics at
Harvard and has taught public management at the John F. Ken-
nedy School of Government at Harvard University. She holds a
B.A. in United States studies from Wellesley College and an MPP
and Ph.D. in public policy from Harvard University. She is a native
of Washington, D.C. where she resides with her husband and son.

Now, your written statements will be made part of the record in
their entirety. We ask that you summarize your written statement
in about 5 minutes. We have a system of lights here. That little
machine on the desk will be green until 4 minutes have gone by,
and then it will turn yellow.

And when it turns red it means you have actually spoken for 5
minutes. It always comes as a shock. We won’t cut you off mid-sen-
tence, but would ask that you try and summarize at the point so
that Members will have an opportunity to ask questions.

And so now we will proceed with the testimony and we will begin
with you, Director Mayorkas. Please begin.
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TESTIMONY OF ALEJANDRO MAYORKAS, DIRECTOR, U.S.
CITIZENSHIP AND IMMIGRATION SERVICES, WASHINGTON, DC

Mr. MAYORKAS. Thank you very much Chairwoman Lofgren,
Ranking Member King and Members of the Subcommittee. It is a
privilege for me to appear before you today. On behalf of our entire
agency thank you for your continued strong support of the U.S.
Citizenship and Immigration Services and its programs.

I look forward to testifying today about the state of the USCIS
and providing you an overview of our key initiatives and accom-
plishments, including our current financial condition and progress
of the agency’s transformation program.

Each of the actions we are undertaking serves our agency’s guid-
ing principles of integrity, efficiency, consistency and transparency.
Our agency faces several operational and management challenges.

The inherent challenges in our immigration system have led us
to improve operational transparency, begin initiatives to create con-
sistency and predictability in agency actions, strengthen commu-
nity outreach and improve customer service functions.

To enhance our national security and the integrity of our immi-
gration system, we have established a new directorate devoted ex-
clusively to fraud detection and national security, and developed
improved safeguards and security measures in our operations.

The consistent decline in our revenue underscores the impor-
tance of developing new and greater efficiencies. This is acutely sig-
nificant for us as an agency funded primarily by applicants’ and pe-
titioners’ fees. We have a tremendous responsibility to be careful
stewards of the funds we receive.

In recognition of the difficulties of our financial situation, upon
my arrival I immediately called for an exhaustive and vigorous re-
view of the agency’s annual operating plan. The review remains
under way and already we have identified cuts exceeding $160 mil-
lion.

Our USCIS budget request for fiscal year 2011 reflects both cost
and fee financing adjustments in response to the current economic
climate and the corresponding projected decrease in fee revenue.
By the end of this fiscal year, we will be publishing the results of
our Fee Study required by the Chief Financial Officer’s Act which
will indicate any projected changes to the amounts we charge for
our services.

We understand that the communities we serve include individ-
uals without significant financial means. We are making every ef-
fort to honor this concern amidst our difficult financial -cir-
cumstances.

Our outdated information technology infrastructure has led us to
reassess how we operate so that we can move more quickly from
a paper-based workplace to one that is account centric and more
reliant on electronic information.

Challenges indeed present opportunities. These opportunities in
the hands of the men and women of U.S. Citizenship and Immigra-
tion Services will mean a stronger and brighter future for our agen-
cy and for the public we serve.

There can be no stronger recent example of this than the dedica-
tion and skill our personnel exhibited in the tragic wake of the
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January 12th earthquake in Haiti. Thank you very much, Madam
Chairwoman, for recognizing our work in this regard.

Working tirelessly and selflessly day and night, our workforce
work brought hundreds of Haitian orphans to safety and humani-
tarian relief to thousands of Haitian nationals in our country who
could not return safely to their homeland.

What we have done since January 12th and what we continue to
do are shining examples of our abilities and our potential. While
USCIS has made vast improvements in both customer service and
reduced processing times, USCIS also faces significant challenges
that we are working to overcome.

I look forward to working with you on these and other matters
critical to the transparency, integrity, consistency and efficiency of
our work at USCIS, and of the immigration system we help admin-
ister.

Your demands and expectations help further define our goals and
our aspirations. I am privileged to be before you today. I look for-
ward to working with you and to answering your questions as best
I can. Thank you.

[The prepared statement of Mr. Mayorkas follows:]
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PREPARED STATEMENT OF THE HONORABLE ALEJANDRO MAYORKAS

TESTIMONY OF
ALEJANDRO MAYORKAS, DIRECTOR
U.S. CITIZENSHIP AND IMMIGRATION SERVICES

BEFORE
. THE HOUSE JUDICIARY COMMITTEE
SUBCOMMITTEE ON IMMIGRATION, REFUGEE, BORDER SECURITY AND
INTERNATIONAL LAW '

MARCH 23, 2010

Chairwoman Lofgren, Ranking Member King, and Members of the Subcommittee, I
appreciate the opportunity to appear before you today to testify about the state of U.S.
Citizenship and Immigration Services (USCIS) and to discuss several critical issues
important to this Subcommittes.

[ am extremely gratefil to the Members of this Subcommittee for your continued strong
interest in USCIS and its programs. I have appreciated the opportunity to meet with
several of you personally and to provide responses to several of your letters.

Since joining this Agency seven months ago, I have witnessed first-hand not only the
challenges in managing an effective and efficient immigration services organization, but
also the tremendous promise of our mission and the dedication of thousands of
employees who administer our nation’s immigration laws each day. I fully appreciate
that our ability overcome our challenges and take full advantage of our potential requires
close relationships with our partners, including Congress and this Subcommittee, in
particular.

This afternoon, I would like to provide you with an overview of key initiatives and
accomplishunents we at USCIS have undertaken and an overview of our current financial
condition. Each of the actions we are undertaking stems from our Agency’s guiding
principles of integrity, efficiency, consistency and transparency. I am a naturalized U.S.
citizen and was a refugee from Cuba. It is of personal importance to me that our Agency
embodies these principles to become more effective stewards of the resources we receive
from Congress for the communities we serve. As a former United States Attorney, it is
also my priority that the Agency serves as a fair and efficient administrator of our
nation’s immigration laws.

USCIS Response to the Tragedy in Haiti 5

Before discussing the details of our activities, I want to first speak briefly about the
USCIS response to the tragic January 12, 2010 earthquake in Haiti. The response of our
government to the Haitian crisis was swift, decisive, and comprehensive, Iam extremely
proud of the role USCIS employees served in this response, both on the ground in Haiti
and in the United States as events unfolded and since that time. ’
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Many USCIS employees worked day and night under intense pressure to ensure that

_ Haitian orphans were matched with their families in the United States. The commitment
of these employees to the well-being of others has been inspiring. This collective spirit
and drive in response to the crisis is perhaps best exemplified by the actions and sactifice
of the USCIS Field Office Director on the ground at the U.S. Embassy in Port-au-Prince,
Mr. Pius Bannis. Mr. Bannis worked all hours, providing food and shelter to children
without regard to his own needs, while evaluating and processing travel papers amidst the
sweep of désperate and scared crowds. ‘ )

The work on the ground in Haiti was supported by the USCIS Office of International
Operations and many other offices here in Washington, DC. Many individuals worked
long hours, including through weekends, holidays, and the snow storms, to implement
Secretary Napolitano’s Jan. 18 announcement of humanitarian parole for certain Haitian
orphans, allowing the orphans to be united with their adoptive families and to receive the
care they need. I am pleased to say that to date USCIS has provided travel authorization
to more than 1,000 orphans who qualify for humanitarian parole. USCIS continues to
process these cases and provide follow-up information to the families on how the -
children can finalize their immigration status.

Other USCIS employees worked tirelessly here in Washington, DC to build the
significant operation necessary for us to extend Temporary Protected Status (TPS) to
eligible Haitian nationals in this country. Just three days after the earthquake, Secretary
Napolitano announced the designation of TPS for Haitian nationals living in the United
States on or before Jan. 12. Through March 9, USCIS has received nearly 33,000
applications for Haitian TPS. We have worked tirelessly to ensure our ability to
adjudicate TPS applications in a timely manner without undermining the processing of
. our other responsibilities.

-USCIS continues to respond in other aspects of the humanitarian relief effort, including
humanitarian parole for individuals needing urgent medical care and continuing to
process petitions filed by Haitian relatives living in the U.S. who seek to provide their
Haiti-based relatives a legal means to immigrate. We will continue to address these and
other issues that arise in an effective manner as the long-term federal response continues
to evolve. [ promise to-do everything I can to ensure USCIS continues an appropriate
focus on this tragedy in collaboration with our federal, state, and local parters.

Management Priorities

Our response to the Haitian crisis has shed light on operational arcas in which we excel.
At the same time, it has helped us identify additional areas in which management
improvements are needed. To a broader extent, I have been working every day with my
management team to identify areas across the USCIS operational enterprise that require
greater focus. Specifically, I have asked my management team to emphasize the need to
align our operations with a focus upon the priority principles of transparency, integrity,
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consistency and efficiency. These priority principles are now steering our Agency efforts
to improve operations and outcomes and help us determine our resource needs.

After careful study over several months, in January we undertook an internal
organizational realignment to facilitate management improvement efforts to achieve these
goals. As part of that internal realignment, we established a new umbrella management
organization under a single executive that will help improve management accountability,
results, and priority management outcomes. The improved focus of management upon
the guiding principles of transparency, integrity, consistency and efficiency will help
TUSCIS achieve program outcomes that support the Department’s mission of enforcing
and administering immigration laws. The following are key examples of how we are
implementing these principles to achieve practical improvements for the Agency.

Last year, the President called on USCIS to overhaul our communications with our )
customers. We iinplemented a vastly-improved website to improve the ability of USCIS
custoiners to access the information and assistance they need. The redesigned
USCIS.gov website and its parallel website for Spanish-speaking customers are more
customer-centric. The website provides customers with a “one-stop shop” for
immigration services and information. Through the website, customers are now able to
receive real-time information regarding their case status, obtain office-specific processing
times and opt to receive a text message when their status changes. The clarity of
language has been improved, customer service tools have been made more accessible,
and navigation through the website has been simplified. For example, in the first month-
to-month data comparison since the U.S. Citizenship and Immigration Services website
redesign, there was a 25% drop in page views and 15% drop in the search engine usage
with the same level of overall traffic coming to the site, suggesting that users are finding
content more easily and receiving more relevant results from the search engine.

Improvement of services to customers also includes the recent announcement of the FY 2010
Citizenship and Integration Grant Program. This program, led by the USCIS Office of
Citizenship, provides two competitive grant opportunities designed to help prepare lawful
permanent residents (LPRs) for citizenship. The funding will expand existing programs, build
new capacity to prepare immigrants on the path to citizenship, and help them gain the
knowledge necessary to become successful citizens. USCIS will also continue to fund
integration tools to enhance English language learning, expand the capacity of volunteers to
prepare immigrants for citizenship, improve access to information on citizenship education
opportunities and resources, and fund a citizenship-focused public awareness effort.

Through our efforts, which began in FY 2009 and will continue into FY 2011, we will be well-
positioned to support organizations that serve immigrant communities to achieve better
integration of immigrants into our nation. In FY 2009, we awarded 13 separate grants totaling
$1.2 million. In FY 2010, I expect USCIS to award upwards of 50 separate grants totaling $7
million. We have developed a rigorous grant review and evaluation process to ensure this
important investment will benefit not only those directly receiving services, but the nation as a
whole. :
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‘We have also emphasized transparency through implementation of a robust and improved
stakeholder engagement program. Qur new Office of Public Engagement is working to
ensure our external partners are included in the consideration of policy and process
development, and we plan to keep our customers fully informed of USCIS issues and
activities. The Office has already held numerous collaboration sessions with the
immigration stakeholder community on a wide variety of topics such as the redesign of
the-medical certification for disability exceptions form, the development of a new fee
waiver form, Haitian TPS, and issues affecting vulnerable populations. On Haitian TPS
alone, the Office has coordinated over 156 engagements-reaching more than 16,400
individuals.

As a former United States Attorney, I believe it imperative that USCIS maintains the
highest standards of integrity. The January organizational realignment of USCIS offices
elevated our fraud detection unit out of a combined organization and into a newly
established Fraud Detection and National Security Directorate (FDNS).- This Directorate
reports directly to me to ensure a heightened commitment and focus upon detecting,
combating, and deterring abuse of our legal immigration system and threats to national
security and public safety. Workloads are being prioritized and, over tiine, will be
expanded to ensure improved efforts of detecting and deterring fraud, identifying national
security threats, and sharing information with our law enforcement and intelligence
partners. FDNS already has embedded officers in several of these enforcement and
intelligence agencies.

‘With respect to national security, in the fall of 2009 FDNS and the Agency marked a
significant accomphshment through its partnership with the Federal Bureau of
Investigation (FBI) to eliminate the backlog of responses in the FBI National Name
Check Program. The goal was to have responses from the FBI on 98 percent of requests
within 90 days and the remaining 2 percent within 180 days; USCIS now receives
responses on all cases within 30 days. . We view this achievement as another significant
step taken toward attaining greater consistency and efficiency in our processes.

I also understand how crucial the uniform application and interpretation of policies across
USCIS is to our mission of providing the public with the highest possible level of service.
To enhance consistency and integrity, we are also undertaking a complete review of all
policy and operational guidance. Policies applied inconsistently impede the ability to-
deliver our commitment to fairly administer immigration benefits. This initiative will
enable USCIS to ensure the consistent application of policies across all our doniestic arid
international offices. We will continue to examine our policies and operations to ensure
this consistency becomes a hallmark of our Agency and its adjudications.

With respect to efficiency, and consistent with Secretary Napolitano’s Department-wide
Efficiency Review, USCIS has implemented several cost-cutting measures. USCIS has
developed several common-sense plans to reduce non-mission critical travel,
subscriptions, and printing; maximize the use of government space for meetings; and
improve utilization of refurbished information technology. USCIS has also issued a
reduction in centrally located training that will help reduce associated travel costs.
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USCIS has also undertaken a Balanced Workforce Strategy, also consistent with a
Department-wide initiative, that will help USCIS reduce workforce-related costs over
time. USCIS has begun the process of validating the conversion of numerous contract
positions to federal staff. The Agency’s stewardship of public resources is particularly
important given the difficult financial situation currently, facing USCIS.

In fiscal year 2009 USCIS experienced a marked decline in revenue. Revenue declined
15 percent—a drop of approximately $345 million—from the estimate in the fiscal year
2007 fee rule and approximately 8 percent (or $164 million) from our estimate just one
year ago. We have not seen a material increase in filing volumes for fiscal year 2010.
This is clearly unsustainable.

When I learned of our Agency’s budget shortfall shortly after my arrival, I immediately
called for an exhaustive and vigorous review of the Agency’s Annual Operating Plan
(AOP) to identify potential budget cuts. The review remains underway and already we
have identified cuts exceeding $160 million. Regrettably, these cuts may impact
programs we expected would produce greater system efficiencies, including some
identified in our 2007 fee rule. However, any decision to maintain each of these
programs could require a proportionate increase in our fee structure; as a primarily fee-
based agency, the means of addressing a budget shortfall are limited to budget cuts,
greater appropriations, fee increases, or any combination of these three.

As I testified last week before the House Appropriations Committee, our USCIS budget
request for FY 2011 builds on the important steps I have outlined so far and focuses on
our four guiding principles. The FY 2011 budget request reflects both cost and fee- -
financing adjustments in response to the current economic climate and to ensure fees are
set at a level to recover costs of providing immigration benefits. We also have
implemented several common-sense, cost-cutting initiatives in FY 2010 that will improve
operational efficiency.

We are grateful for the $55 million appropriation we received from Congress in FY 2010,
including the funding to expand and improve E-Verify and expand upon our important
collective work to successfully integrate immigrants into our communities. ‘In addition,
Congress appropriated funding to begin to cover in FY 2010, the costs of administering
our asylum and refugee programs. Currently, the costs of these programs are applied as
surcharges on the fees of applicants for other immigration benefits. This year, USCIS
intends to release the results of a fee study to reflect the elimination of this cost from
unrelated application and petition fees. The FY 2011 budget request seeks a $207 million
appropriation that would fully fund these programs.

The Chief Financial Officer’s Act of 1990 requires us to undertake a fee study on a
biannual basis. Our Agency’s financial condition also compels us to examine every
option available, including potential changes to the amounts we charge for our services.
In reviewing these options we understand that the communities we serve include
individuals without significant financial means. This concern is made more acute by the
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magnitude of the fee increase two years ago, which resulted from the last fee study. We
are making every effort to account for these concerns while ensuring that fees are set to
fully recover the costs of providing immigration benefits. Ilook forward to further
discussing the results of the fee study once published later this year.

While we implement budget cuts and carefully measure the results of the fee study, we
are undertaking quality improvements in the administration of the immigration system.
Processing times for application and petition workload continue to be important
indicators of performance. We are proud of the reduction in processing times we have
achieved thus far. With few exceptions, processing times currently equal or exceed thé
standards set in our 2007 fee rule after USCIS finished working through the post-fee rule
application surge. ) .

From the first month of the fee increase in August 2007 through the end of the fiscal year
in September 2009, the average cycle time for all form types decreased approximately 24
percent. Some of the most significant reductions include the following:

- » Reduction of the cycle time for the Form N-400, application for naturalization,
from 10.6 months to 4.1 months, which is below the projected goal of 5 months.
In addition, the military N-400. cycle time was reduced to 3.5 months, also below
projections;

» Reduction of the processing time from the Form I-485, application to register
permanent resident or adjust status, from 10.8 months to 4.4 months (with
anticipated further reduction to 4 months);

¢ Reduction of the processing cycle time of the Form 1-90, application to replace
permanent resident card, from 3.4 months to 2.5 months; and

e Reduction of the processing cycle time of the Form I-140, immigrant petition for
alien worker, fr_om 5.7 months to 3 months.

A comparison of USCIS regions and service centers also reveals that we have achieved
consistent cycle times across form types; indeed, for offices that adjudicate similar cases,
the cycle times for most form types are now within days of each other.

Even in the face of the challenges noted, we have made vast improvements in both
customer service and reduced processing times and in many of our other programs. I
would hke to note the efforts of our E-Verify program and to discuss the efforts of the
Transformation program.

E-Verify

E-Verify is a critical program within the Department that encourages and assists employers in
their compliance with our immigration laws. We are doing everything we can not only to
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optimize performarice of the system but to ensure its integrity and accuracy, improve ease of
use, and expand customer services. I am committed to building on the success of this program
that continues to enroll approximately 1,400 new employers per week in addition to the more
than 189,000 employers already enrolled covering more than 700,000 worksites.

During a recent study of data from a three-month period in 2008, the Westat Corporation found
that E-Verify’s accuracy continues to improve. In this evaluation, Westat found that in
approximately 96 percent of the cases, the E-Verify findings were consistent with the workers’
true employment authorization status. Further, the study found that of the cases submitted to
E-Verify, 6.2 percent of the workers were actually unauthorized and, of that subset, E-Verify
detected slightly less than half as unauthorized. The study concluded that this rate is not
surprising in hight of B-Verify’s current limited ability to detect identity fraud.

We are working hard to improve E-Verify’s ability to detect identity fraud. USCIS has already
added the ability to view photos associated with DHS-issued immigrant status documents to
the system, allowing for a biometric comparison for authorized workers, and we are in the
process of adding passport photos to E-Verify’s photo tool. We have also significantly
enhanced our capabilities to monitor system use for evidence of identity fraud, and we are
developing tools that would enable individuals who are victims of identity theft and who have
filed both a police report and a report with the Federal Trade Commission (FTC) to choose to
"lock" and "unlock" their records in E-Verify. However, even with these steps it is important
to understand the limitations of the current system. The largest pool of available biometrics is
state driver’s license photos. Access to these photos would improve E-Verify’s ability to
effectively combat identity fraud. We are also examining biometric and biographic options to
further strengthen verification of employees and to reduce misuse, fraud, identity theft and
abuse.

Tt is important to note that E-Verify is but one tool in the Department’s efforts to ensure a
lawful workforce. USCIS is working this year and in FY 2011 to implement a series of
improvements using the $30 million i two-year funding the Congress provided in the FY 2010
appropriations bill. System algoritluns are being improved for better data matching in order to
continue to reduce inaccurate initial results. USCIS is also developing self-check functionality
within E-Verify to help employees proactively identify and resolve data issues outside of the
hiring process that could help prevent data mismatches with the E-Verify system.

Transformation

Finally, no project is more important to long-term operational improvement and efficiency than
our Transformation initiative, an Agency-wide effort to modernize the way we do our work
cach and every day. This Subcommittee has heard about USCIS Transformation for the last
several years with very few visible results to date. I share the disappointment of those who
would expect to see this effort firther along. I am pleased to note, however, that our
Transformation program is proceeding on a carefully developed path that is mindful of the
challenges that lay ahead and is focused on avoiding the customary mistakes that typically
affect large transformational projects.
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For much of the last year of the Transformation program, USCIS and its key contractor have
focused on the critical project management and enterprise architecture planning efforts that are
necessary for long-term program success. That plarning resulted in a significant shift in the
Transformation Program’s deployment strategy among immigration benefit types.
Specifically, the schedule was first re-sequenced to focus efforts on nonimmigrant benefit
types, resulting in a process that follows the natural immigration lifecycle and will enable the
earher use of electronic adjudications. This will strengthen the impact of the first deployment
and immediately show a clear tie to mission results.

Our operating plan for FY 2010 assumed more than $322 million for the Transformation. .
program and related activities. We are still working to refine resource needs for this year and
FY 2011 and finalize a revised program plan. The budget request provides $164 miltion in
estimated new premium processing fee revenue for Transformation in FY 2011.

Several of the challenges in our Transformation program have been documented by our
federal partners in the Government Accountability Office (GAQ) and the Department’s
Office of the Inspector General (OIG). We have worked closely with these offices to
address their concerns and are continuing to seck their assistance, and the assistance of
our other DHS and federal partners, through an ongoing collaborative partnership.

The most recent feedback from the OIG in late November 2009 requested that USCIS
update its strategic approach to communicate the end-state business processes and
technology solutions to stakeholders. This includes the development and implementation
of plans to ensure sufficient and consistent stakeholder pa.rtlc1pat10n in the reengineering
of the USCIS process.

USCIS has updated its outreach plan to reflect the newly defined Transformation efforts
for this next stage of our process. Our efforts include aggressive implementation
strategies to prepare internal and external stakeholders for change, enlist stakeholders m
solution development, and integrate the “stakeholder voice™ into the transformation
efforts. USCIS has developed a series of key action items designed to inform internal
and external stakeholders at strategic intervals to maintain consistent awareness and
interest. These encounters began earlier this month and will continue as we develop the
next phases of this program.

The Transformation program, while on a better path, will require continuous and intense
management review, including appropriate stakeholder outreach and participation, during
these next development stages, to ensure optimal functionality will be delivered on time
and within budget.

Challenges and Path Forward

While USCIS has made vast improvements in both customer service and reduced processing
times, USCIS also faces significant challenges that it is working to overcome. There is a great
deal to do, but there is a great deal we can do. I am committed to maintaining a strong focus
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on improving our performance in all program areas even in the face of fiscal challenges. We
must be even more efficient out of respect for the customers who pay fees and the taxpayers
who support our operations. Our customer service must be enhanced. USCIS activities must
remain more transparent than they have in the past, and we need to work closely with our =
stakeholders and the public at large to collaborate on the outcomes we collectively want and
need to achieve.

Again, I appreciate your support of all of these efforts. Ilook forward to working with you on
these and other matters critical to the transparency, integrity, consistency and efficiency of our
immigration system and the work of USCIS.

Ms. LOFGREN. Thank you very much.
Mr. Deffer?
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TESTIMONY OF FRANK W. DEFFER, ASSISTANT INSPECTOR
GENERAL FOR IT AUDITS, OFFICE OF THE INSPECTOR GEN-
ERAL, DEPARTMENT OF HOMELAND SECURITY, WASH-
INGTON, DC

Mr. DEFFER. Madam Chairwoman and Members of the Sub-
committee, thank you for the opportunity to discuss the United
States Citizenship and Immigration Services’ efforts to transform
its business and modernize the information technology used to sup-
port that business. With immigration reform now back on the legis-
lative agenda, this is an important issue to address.

My testimony today will address the need for USCIS trans-
formation and I.T. modernization, progress made thus far and will
identify critical challenges to successful transformation and I.T.
modernization.

USCIS has recognized that its paper-based processes hinder its
ability to verify the identity of applicants, efficiently process immi-
gration benefits and provide other agencies with relevant informa-
tion on possible criminals and terrorists.

In 2005, USCIS embarked on an enterprise-wide transformation
program to transition its fragmented paper-based operational envi-
ronment to a centralized and consolidated operational environment
using electronic adjudication.

Since then it has made progress in a number of areas. Specifi-
cally, USCIS has established the Transformation Program Office to
oversee all transformation initiative within USCIS. Also, it has de-
veloped an acquisition strategy to provide a roadmap for the agency
to acquire the resources such as program support and I.T. services
necessary to implement the transformation.

USCIS awarded a contract for a transformation I.T. service pro-
vider referred to as a solutions architect in November 2008. Fur-
ther, USCIS has made progress in strengthening I.T. management
to support the agency’s mission and its transformation efforts.

Specifically, USCIS developed a new organizational structure to
facilitate I.T. services, and it has realigned field I.T. staff under the
CIO. Still, USCIS faces a number of critical challenges as it moves
forward with transformation and I.T. modernization.

First and foremost, it is critical that transformation and L.T.
modernization receive the full support of USCIS executive leader-
ship starting with the director. As the champion for trans-
formation, the director and his leadership team can ensure that the
program has sufficient resources while at the same time providing
strong oversight to keep the program on track.

Business process reengineering is also key to the success of
transformation. Without effective business process reengineering,
USCIS risks developing new I.T. systems that support ineffective
and outdated processes.

Also critical to the success of transformation will be a strong
partnership between TPO and the CIO. USCIS business units and
I.T. stakeholders need to be closely aligned in setting the direction
and managing the transformation effort.

A strong partnership between TPO and the CIO can help ensure
that new L.T. systems are developed in accordance with lifecycle de-
velopment standards, are tested fully and meet I.T. security stand-
ards.
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In conclusion, over the past 5 years USCIS has elevated the
transformation program to an agency-wide priority to more effi-
ciently and effectively meet its mission of administering the Na-
tion’s immigration laws.

Moving forward, in addition to addressing current operational
needs, USCIS must also prepare for potential increases in benefits,
processes and workloads that could result from proposed immigra-
tion reform legislation. Consequently, transformation will be crit-
ical to support the agency’s current workload and prepare for po-
tential future increases in immigration benefits processing.

Madam Chairman, this concludes my prepared statement. I ap-
preciate your time and attention and welcome any questions from
you or Members of the Subcommittee.

[The prepared statement of Mr. Deffer follows:]
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Chairwoman Lofgren and Members of the Subcommittee:

Thank you for the opportunity to discuss the United States Citizenship and Immigration
Services’ (USCIS) efforts to transform its business and modernize the information
technology (IT) used to support that business.

My testimony today will address USCIS’ transformation and 1T modernization, progress
made thus far, and future concerns and remaining challenges for IT transformation and IT
management. The information provided in this testimony is contained in our reports:
USCIS Faces Challenges in Modernizing Information Technology (01G-05-41), and U.S.
Citizenship and Immigration Services’ Progress in Modernizing Information Technology
(01G-07-11), (O1G-09-90).

BACKGROUND

Upon its inception on March 1, 2003, the Department of Homeland Security (DHS)
assigned responsibility for delivering citizenship and immigration services to the USCIS.
USCIS’ mission is to secure America’s promise as a nation of immigrants by providing
accurate and useful information to its customers, granting immigration and citizenship
benefits, promoting an awareness and understanding of citizenship, and ensuring the
integrity of the immigration system.

Each year, USCIS receives more than 7.5 million immigration applications and petitions
for a range of benefits, including employment authorization, lawful permanent residency,
and naturalization and citizenship. To accomplish its mission, USCIS has more than
15,000 employees and contractor personnel in more than 250 offices worldwide,
including asylum offices, application support centers, service centers, forms centers, a
National Benefits Center, and a National Customer Service Call Center.

We reported in September 2005 that effective use of information technology, coupled
with updated processes, is vital to increase efficiency and address demands in
immigration benefits processing. We noted that USCIS’ IT environment for processing
immigration benefits was inefficient, hindering its ability to carry out its mission. In
addition, we reported that USCIS’ processes were primarily manual, paper-based and
duplicative, resulting in ineffective use of human and financial resources to ship, store,
track, and process immigration.

USCIS recognizes that its paper-based processes hinder its ability to verify the identity of
applicants, efficiently process immigration benefits, and provide other government
agencies with relevant information on possible criminals and terrorists. In 2005, USCIS
embarked on an enterprise-wide transformation program to transition its fragmented,
paper-based operational environment to a centralized and consolidated operational
environment, using electronic adjudication. USCIS established the Transformation
Program Office (TPO) to oversee all transformation initiatives within USCIS. The
TPO’s mission is to improve customer service and management of customer data by
acquiring electronic capabilities and enabling IT.
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To facilitate progress made toward achieving its long-term IT transformation goals of
deploying integrated, electronic benefits processing capabilities, USCIS has elevated its
transformation program to an agency-wide priority to more efficiently and effectively
meet its mission. The agency has developed a strategy to establish a new operational
environment, which will be deployed over a six-year period. This approach is made
possible by a new fee structure used to support transformation costs. USCIS has also
strengthened overall IT management and improved 1T governance.

USCIS’ Progress in Transformation and I'T Management

In 2008 we conducted a follow-up audit to determine USCIS’ progress in implementing
IT transformation initiatives. We reported that USCIS established a structure to manage
transformation initiatives, finalized acquisition and funding strategies, established an
approach to deploy new business and IT capabilities, and has begun upgrades to its IT
infrastructure. In addition, USCILS implemented pilot programs to test some of these
capabilities.

Also, we found that USCITS strengthened IT management by restructuring its Office of
Information Technology (OIT) and realigning field IT staff. OIT improved IT governance

functions and issued guidelines for local IT development.

Transformation Structure Established

USCIS has taken a number of steps to improve its transformation program. Specifically,
USCIS established a transformation program structure and has restructured its
organization to provide more centralized management of enterprise-wide transformation
initiatives. As part of this revised structure, the TPO is headed by a new Senior
Executive Service Coordinator, which should result in more efficient decision-making,
executive-level awareness, and agency commitment to transformation success.

Further, USCIS has established a TPO govemance structure as a framework for decision-
making, authority, and accountability, and to ensure that all transformation project
activities involve agency stakeholders. Within this structure, the TPO has defined roles,
responsibilities, oversight, and reporting functions at the DHS level, agency level, and
TPO level. To achieve the necessary coordination within the agency, a Transformation
Leadership Team provides oversight of the transformation program. The TPO Project
Management Team oversees strategic planning, acquisition planning, program
management, and day-to-day program activities.

Under the Project Management Team oversight, integrated project teams (1PT) lead
specific transformation projects for business, technical, and release activities. Each team
includes a cross-functional membership of agency business and IT personnel who are
responsible for their assigned project’s plans, schedules, costs, and performance. The
TPO implemented the 1PT approach to increase stakeholder involvement and ensure
appropriate representation from USCIS subject matter experts. This is a key strategy for
increasing stakeholder involvement in its transformation planning efforts. The TPO
expects this IPT structure to enhance its existing staff resources and, in turn, project

I



24

decisions can be made by members with appropriate business or technical knowledge and
who best represent the needs of users who will be atfected by new processes and systems.

Transformation Funding and Deployment Plans Finalized

USCIS developed a funding mechanism for its transformation efforts and finalized a plan
for acquiring the support services and equipment necessary to implement new business
processes and enabling technology. USCIS is almost entirely funded by fees paid by
applicants seeking immigration benefits. A new schedule for premium processing fees
went into effect in July 2007 that incorporates the anticipated costs of the transformation
effort. According to TPO leadership, the agency will structure the transtformation in a
way that can be supported by this new line of funding.

TPO also developed an acquisition strategy in January 2007 to provide a road map for the
agency to acquire the resources, such as program support and IT services, necessary to
implement the transformation. According to TPO management, the strategy reflects
industry best practices, employs an incremental development approach, and will use
strategic sourcing to acquire the needed capabilities. A key element of the strategy is the
reliance on an IT services provider to develop the enabling IT operational environment
for the electronic adjudication process. Based on the transformation funding plan and
acquisition strategy, management approved a formal Acquisition Plan in October 2007,
and awarded a contract for a transformation IT service provider, referred to as the
Solutions Architect (SA), in November 2008.

USCIS also established a strategy for deploying the transformed business capabilities.
Specifically, USCIS developed a multi-year strategy for deploying the capabilities
needed to achieve the transformed USCIS business processes and support IT. This
strategy calls for creating new business processes and systems incrementally over a six-
year period. This approach will allow the agency to leverage work done in each
increment to better define the requirements and scope for succeeding increments.

IT Infrastructure Upgrades

At the time of our last review, the OIT was implementing IT upgrades for 236 sites to
deliver standardized desktops and increased network bandwidth. During FY 2008,
USCIS deployed more than 5,000 standardized workstations to all USCIS domestic
offices and most overseas operations, which represent approximately 20% of the
enterprise workstations. In addition, USCIS replaced and standardized the operating
systems for all servers that run USCIS’ applications across the enterprise.

Transformation Pilot Programs Begun

USCIS implemented three pilot programs and one proof-of-concept to test the viability of
a number of fundamental 1T system capabilities required for the transformation. Efforts
supporting electronic adjudication processing include the Integrated Digitization and
Document Management Program, Biometric Storage System, Enumeration, and the
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Secure Information Management Service proof-of-concept. These actions have
positioned USCIS to better plan and prepare for the next phase in the agency’s
transformation.

IT Management and Organization Strengthened

USCIS has made progress in strengthening IT management to support the agency’s
citizenship and immigration services mission and its transformation efforts. Specifically,
OIT developed a new organizational structure to facilitate 1T services, and it has
realigned field IT staff under the C10. USCIS OIT has also taken steps to improve IT
oversight and control of the historically decentralized USCIS IT environment.
Specifically, the OIT instituted a governance structure and processes, completed an IT
strategic plan, developed an enterprise architecture framework, and implemented a
system life cycle management approach.

At the time of our last audit, a new OIT organization structure was being implemented.
The OIT is consolidating the IT Services Engineering and Enterprise Architecture offices
into an Enterprise Architecture and Engineering Division to provide systems engineering
support through standard tools, guidance, and enterprise architecture policy and
administration. According to the ClO, this organizational structure will better align 1T
services with USCIS’ strategic goals.

We reported in November 2006 that centralization of IT employees, as well as IT assets
and budgets, was on hold pending organizational improvements. Since then, the OIT has
realigned IT field staff under a centralized OIT organization structure. According to the
CIO, 300 IT field staff now report to the CIO through a defined hierarchy within the OIT
Service Support Division. This realignment has increased the CIO’s ability to centrally
manage staff resources and ensure that field offices follow standard IT policies and
procedures. The staff realignment has also been an effective means to improve the CIO’s
oversight of agency IT initiatives. As a result, the realignment represents an essential
step in establishing centralized 1T management.

IT Oversight and Governance Improvements

USCIS OIT has taken steps to improve IT oversight and control of the historically
decentralized USCIS IT environment. Specifically, the OIT has sought to improve IT
governance functions by using agency-wide review boards and processes as a formal
method to review IT investments. The govemnance structure includes DHS-level and
USCIS-level review boards to ensure that stakeholders are involved and to achieve
oversight of investments.

Further, the OIT completed an IT Strategy that aligns its enterprise IT strategic direction
with the USCIS Strategic Plan for FY 2008-FY 2012 and the USCIS enterprise
architecture. According to the C10O, each objective in the IT Strategy aligns with one or
more of the USCIS strategic objectives. Thus, fulfilling an OIT strategic objective
completes a step toward USCIS enterprise strategic objectives. The strategy ensures that
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the alignment is realized through the use of common elements in the plans, such as
vision, mission, and strategic goals and objectives.

USCIS has developed an enterprise architecture framework to support and guide agency
programs and IT investments. The OIT placed a high priority on developing its
enterprise architecture in alignment with the department’s, and established a branch
staffed with six full time employees, plus contract support, who serve as architects to
ensure this alignment. According to the CIO, the USCIS enterprise architecture has
matured to a point where it can be used to support agency programs such as the USCIS
transformation.

Finally, USCIS implemented a formal IT life cycle management approach in 2007 to
guide development and maintenance of all IT systems within USCIS. As a result, all
USCIS technology solution implementations, software development, and infrastructure-
related projects must comply with related processes and guidelines. According to IT
systems engineering personnel, this approach has helped OIT to ensure that processes,
documentation, and technology adhere to organizational standards and best practices.

Transformation Challenges

Previous initiatives to reengineer business processes and modernize technology did not
succeed because USCIS had not executed them in an integrated manner with sufficient
stakeholder involvement. Although USCIS has made progress in advancing its business
transformation, some of these problems persist. Specifically, pilot efforts have been of
limited value, process engineering efforts have not been completed, and stakeholder
coordination has been limited. Further, collaboration and effective partnership between
TPO and the OIT could be improved.

Transformation Pilots Yield Limited Value

According to the USCIS Transformation Program Acquisition Plan, program pilots
should create TT capabilities that can be used to support the full transformation effort.
Although USCIS implemented three pilot programs to evaluate potential business process
and technology solutions, successful execution of these pilots has been limited by
ineffective planning, management challenges, insufficient staffing, and limited post
implementation performance reviews.

USCIS has spent $28 million on the transformation pilot programs thus far. However,
USCIS has not been able to capture enough of the knowledge gained or measure and
communicate the successes and failures of the pilots. Although pilot performance
measures were developed, USCIS has not consistently performed post implementation
reviews to determine the impact or success of its IT systems or business processes.
Without consistent or complete pilot post implementation reviews of pilots, it is difficult
for transformation management to identify impacts on the current 1T environment or plan
for future improvements.
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Process Engineering Efforts Not Completed

According to OMB Circular A-130 Revised, agencies should simplify or redesign work
processes before implementing new technology.' USCIS has made progress in defining
high-level business processes. The TPO completed a process analysis in early 2007 that
examined the “as-is” environment (how existing operations work and perform) and the
“to-be” environment (a roadmap for proposed IT initiatives). This analysis provided the
agency with alternatives for implementing the TPQ’s vision. However, the eftorts to date
provide only high-level requirements that are not detailed enough to drive business process
implementation. Without effective business process reengineering, USCIS risks
developing new IT systems that support ineffective and outdated processes.

Stakeholder Participation Limited

In 2008, lack of sponsorship continued to be a risk because TPO’s ability to implement
transformation was limited by its dependence on agency and stakeholder commitment.
Further, inetfective collaboration between TPO and the OIT created a growing risk for
transformation success.

The TPO has not consistently achieved buy-in and agency-wide support for
transformation activities. Despite efforts to engage agency stakeholders, the TPO has
not been able to obtain consistent membership in working groups, such as pilot project
teams. For example, one transformation pilot was tasked with identifying business
requirements. However, the group did not accomplish this task because members have
not attended the meetings consistently. Without sufficient subject matter expert
involvement, requirements cannot be vetted or finalized adequately or timely.

TPO and OIT Partnership Needs Strengthening

USCIS business units and 1T stakeholders are closely aligned in setting the direction and
managing the transformation effort, however, collaboration and effective partnership
between TPO and the OIT could be improved. TPO and OIT management stated that a
difference in their approaches to the transformation has generated ongoing conflict
between the two organizations. Prior to 2005, initial transformation efforts resided within
the OTT as part of an IT modernization effort. However, as of 2006, the program was
restructured as an all-encompassing “business-driven” transformation, meant to
incorporate agency-wide business and IT elements. The impact of this change in
direction has hindered effective partnership. The establishment of the TPO moved
control of the transtormation effort outside of C10 authority.

Although the CIO is closely aligned with the TPO Chief in setting the direction and
managing the transformation effort, collaboration and partnership in executing the
transtormation program has at times been ad hoc or unproductive. The CIO is a member of

! Transmittal Memorandum 4, AManagement of Federal Information Resources, November 28, 2000.
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the Transformation Leadership Team, which provides oversight of the transformation
program. According to the Transformation Program Management Plan, the CIO represents
the interest of the USCIS technical environment, ensuring the alignment of strategic
direction of the TPO and OIT, the development of joint capabilities, and the budget
alignment for common efforts. Primary responsibilities of the CIO include advising the
TPO on transformation requirements, their impact on current and future technical systems,
and necessary changes based on the direction of the technical strategic environment set by
the IT Strategic Plan. However, OIT officials stated that the CTIO’s roles and
responsibilities are not defined to a level that would support day-to-day execution of the
transformation,

Further, the CIO stated that conflicting IT direction often requires escalation to agency
leadership for resolution. For example, the USCIS IT development life cycle requires
that IT that is developed should accommodate those with disabilities.> However, TPO
pilot systems, such as SIMS, were not originally aware of this requirement. Once the
TPO was aware of the requirement, a waiver was requested to deploy the pilot system.
However, for the next pilot release, the CIO provided conditions for which pilot systems
will meet IT controls and standards. After the SIMS application was developed, the TPO
requested a waiver of the requirement.

According to TPO and OIT management, the lack of coordination between the two
offices has caused delays in decision-making and contract procurements. For example, to
extend contract support for the SIMS pilot, the TPO had to obtain OIT approval.
However, the C10 would not grant an approval based on lingering unresolved system
development testing and reporting requirements. However, a delay in obtaining that
approval caused the TPO to elevate the paperwork to agency leadership so the TPO could
move forward with the contract.

To increase collaboration and alignment, at least three full-time OIT staff members are
embedded within TPO. However, the relationship between the TPO and OIT remains a
point of contention. The working relationship between the two has evolved on an “as-
needed basis” rather than as a steady partnership. This is evidenced by the ad hoc nature
of OIT’s involvement in pilot program activities. For example, deployment plans for
pilot programs did not include realistic timeframes for procuring 1T equipment or
services. As a result, pilot initiatives, such as Scan on Demand within the Digitization
pilot, were delayed.

Additionally, TPO pilot programs did not consistently comply with OIT testing
procedures. For example, the OIT recommended independent verification and validation
testing of TPO pilot programs early during the testing stage, specifically on the scanning
resolution requirements. However, TPO did not consistently budget for or comply with

2 Section 508 compliance requircments arc outlined by the DHS Office on Accessible Systems and
Tcchnology for Web-based Intranct and Intemet Information and Applications. Department of ITomeland
Security Acquisition Instruction/Guidebook #102-01-001: Appendix B, November 2008.
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such testing for pilot projects during initial pilot phases. Further, the TPO permitted
piloted systems to be implemented without completing this step in order to meet schedule
demands or to stay within cost estimates. In these cases, the OIT has performed testing
after initial releases have been deployed or at the end of the pilot increments.

IT Management Challenges Remain

Despite the progress made to improve 1T management functions, significant challenges
remain for the OIT to carry out centralized, enterprise-wide 1T management
responsibilities. CIO staffing remains inadequate to administer support and guidance
across all USCIS offices, and field IT staft received insufficient support. Further,
effectively managing the array of locally developed IT systems has been difficult.
Although the CIO has established guidance and tools to help standardize local IT
development practices, the agency has yet to achieve effective centralized management of
its IT. These challenges must be addressed for the C1O to meet the increasing demands
to further improve the IT infrastructure and deliver IT service support for the agency’s
transformation program.

CIQ’s Staffing Levels

We reported in July 2009 that OIT staffing was insufficient to effectively deliver IT
services and support, with about 37% of the 242 authorized full time positions remaining
unfilled. Although OIT in headquarters administers the staffing decisions for all field
offices and informally tracks and manages vacancies and recruiting efforts, there is no
formal, overarching staffing plan. The CIO tracks staffing goals, but current
documentation does not contain a clearly defined strategy with specific actions and
milestones for recruiting and retaining qualified full-time 1T employees.

Field IT Employvees Need Better Support

IT field personnel recently realigned to the C10 have not received the support needed for
effective and efficient operations. During the last audit, most field IT staff we spoke to
stated that they have not been able to execute day-to-day operations efficiently since the
realignment. This staff found administrative tasks, such as preparing time and attendance
records and obtaining approvals for leave requests, time consuming or confusing. For
example, a number of personnel claimed that they must fax, email, and call contacts at
headquarters numerous times to obtain the required approvals for overtime, leave, or
training. In addition, obtaining funding or reimbursements for expenses, such as
overtime or training, is often time consuming or difficult. To address these concerns, the
OIT recently awarded an administrative support contract to assist with day-to-day
operations. Contract personnel will be responsible for, among other things, assisting IT
field personnel with reports, purchase requests, and general office tasks.
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USCIS Has Not Achieved Centralized I'T Management

Although the USCIS OIT has made progress in establishing its IT governance functions,
IT systems development efforts remain, in part, outside the purview of the C10. The
USCIS CIO does not have effective budgetary authority over 1T investments. Although
the CIO was granted IT budget authority by DHS-level management policies, consistent
execution of that authority within the agency has been difficult to achieve. Field offices
and business units with direct fee revenue or appropriated funds have not historically
complied with budgetary control processes. Many OIT personnel stated that business
representatives are too heavily involved in system and infrastructure change decisions,
and the CIO does not have consistent investment decision-making authority.

The continuation of decentralized IT program efforts has led to a growing number of
local systems that are beyond the C10’s current budget or staffing level to manage
effectively. Although OIT still does not know the total number of local IT systems,
USCIS field offices have reported thousands of applications that were developed “in-
house.” Historically, these systems were developed to improve workflow of local
business processes, and staff rely upon them to perform mission operations. 1T
management challenges are further compounded when locally developed systems
compromise agency-wide 1T infrastructure standards or security protocols.

Further IT Infrastructure Improvements are Needed

USCIS has improved the IT infrastructure over the past three years; however, funding
cuts have stalled current efforts. The OIT planned to complete network improvements
for 243 of 300 U.S. domestic offices and 31 of 71 overseas operations. However, these
plans were delayed because of budget cuts. As a result, upgrades in only 25 locations
were completed as of January 2009. The OIT is also conducting a full assessment to
determine what changes must be made to the current IT environment to adequately
prepare for the transformation effort. According to the OIT, considerable work remains
to identify specific infrastructure requirements.

Conclusion and Recommendations

Over the past five years, USCIS has elevated the transformation program to an agency-
wide priority to more efficiently and effectively meet its mission of administering the
nation’s immigration laws. The agency has developed a strategy to establish a new
operational environment, which will be deployed over a six-year period. This approach
is made possible by a new fee structure. USCIS has also strengthened overall IT
management and improved IT governance.

Overall, the agency has made moderate progress toward achieving long-term
transformation goals to improve operations by deploying integrated, electronic benefits
processing capabilities. USCIS has spent more than $117 million since 2005 to develop
updated business processes and test the underlying technologies needed for electronic

10
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operations. However, business process engineering efforts have yet to be completed, and
pilot programs have been implemented without the completion of operational
performance reviews. In addition, stakeholder understanding of and participation in the
transformation program has been limited, staffing remains a weakness, and USCIS has
not achieved effective centralized management of IT.

Since USCIS was established in 2003, the agency has encountered a significant backlog
of cases which impedes its ability to adjudicate the increasing number of applications
received each year, thus delaying the delivery of citizenship and immigration benefits to
customers. In addition to addressing current operation needs, USCIS must also prepare
for potential increases in benefits processing workloads that could result from proposed
immigration reform legislation. Consequently, transformation will be critical to support
the agency’s current workload, address the ongoing backlog, and prepare for potential
future increases in demand for immigration benefits processing.

We recommended in our report that the Acting Deputy Director, USCIS:

|. Develop an updated transformation approach, strategy, or plan to communicate
end-state business processes and IT solutions to stakeholders.

2. Develop and implement a plan to achieve sufficient and consistent stakeholder
participation in process reengineering and requirements definition activities.

3. Complete evaluations to document the results and lessons learned from the pilot
and proof-of-concept programs.

4. Develop a USCIS OIT staffing plan that includes specific actions and milestones
for recruiting and retaining fulltime employees.

5. Communicate guidelines and procedures for acquiring, developing, and managing
IT solutions, as defined by the DHS and USCIS CIOs, to stakeholders.

6. Provide the CIO agency-wide budget and investment review authority for all
USCIS IT initiatives and system development efforts.

The Acting Deputy Director concurred with our recommendations.
Report Update

USCIS provided us a status update in November 2009. At that time, USCIS stated it had
drafted a transformation program communications plan and a comprehensive stakeholder
involvement approach. USCIS also completed lessons learned documentation for two
pilot efforts. Progress made within the OIT was evidenced by the development of a
staffing plan to increase the OIT’s staffing levels and preparation of formal
communications to inform personnel of IT lifecycle management guidelines. Finally,
USCIS stated that the USCIS CIO has agency-wide investment authority for IT
initiatives. After OIG evaluation of these updates, Recommendation #3, to complete
pilot evaluations, was closed. All other recommendations remain open at this time. We
expect USCIS will provide the next compliance response in March 2010.

11



Madam Chairwoman, this concludes my prepared statement. I appreciate your time and
attention and welcome any questions from you or Members of the Subcommittee.
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Ms. LOFGREN. Thank you very much.
And finally we will turn to Dr. Irving for her testimony.

TESTIMONY OF SUSAN dJ. IRVING, Ph.D., DIRECTOR, FEDERAL
BUDGET ANALYSIS, UNITED STATES GOVERNMENT AC-
COUNTABILITY OFFICE, WASHINGTON, DC

Ms. IRVING. Madam Chair, Mr. Chaffetz, Ms. Chu, thank you for
inviting me today to stand back a little bit from the operations of
the specific agency to talk about user fees and the funding struc-
ture as it applies to USCIS.

The decision to fund an agency either partially or fully through
fees is fundamentally a policy decision. But we in GAO developed
the user fee design guide to help identify the issues, the questions
and tradeoffs that must be confronted in creating a workable and
effective fee structure.

We talk about several stages in the fee process: the setting of the
fee, collecting it, how the agency may use the fee and the reviewing
of the fee, which strikes me as being very important to you.

The criteria against which you bump up a fee: equity, efficiency,
revenue adequacy and administrative burden, I would like to focus
today on setting of the fee. It is among the most challenging be-
cause you have to both determine the costs and determine who
shall pay them.

It highlights one of the more complicated issues in the criteria—
that of equity. At one level we all think equity is quite easy. We
should all pay our “fair share.” We think of that in many areas of
American law. But, what is the fair share? This graphic is just an
illustrative picture of the question of the beneficiary should pay.

[The information referred to follows:]

Ms. IRVING. Again, stepping back from one critical—the issue of
just USCIS, for many of the fee-funded operations in this country
there is not an identity between user and beneficiary. I am going
to give you a boringly simple illustration on this, one I used before
the Transportation—one of the Transportation Committees when
we were talking about next generation air traffic. I suggested that
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if I never get on an airplane I benefit if they don’t fall out of the
sky, which means that it is a more complicated issue for all of you
which is how much of NGAT should be funded by user fees paid
by current fliers.

Sometimes this is the issue of the circle, who is the identified
beneficiary or user versus other beneficiaries, is a policy call that
is on a continuum. We range from things like you—with immigra-
tion to food inspection, air traffic, parks, even the funding of our
roads.

On the other side, once we have identified the identified bene-
ficiaries, the question becomes how do we allocate the cost to them?
Let me point out to you that the existence of exemptions and waiv-
ers makes this more complicated.

If you have a fully fee-funded operation and through policy
grounds and a directive from the Congress, there are people who
are exempted from paying that fee but who still receive the service,
you have to find some way to cover their costs.

Again, outside just the USCIS example, if I fly into this country
from Paris, I pay—that $17.50 you see at the end of your ticket
covers the inspection for agriculture, for customs and for immigra-
tion.

If I fly in from the Olympics in Vancouver I do not pay the cus-
toms portion of that fee. But those of you who have been in from
Canada know you are inspected. That means some other user must
cover the cost of that inspection.

Assigning costs, therefore, brings into play both cost analysis and
equity. At one level I would like to say the three bucket approach
USCIS used in its last fee review is not unreasonable: first reform
specific costs that can be attributed to specific applications.

Second is overhead, or what I might call the cost of having the
agency there to exist, that is the pencils, the papers, the office
heat, all of that. There are a number of ways to do that consistent
with accounting standards. In our review we raised some concerns
about their documentation and level of detail. But allocating that
across other payers is not an unreasonable approach.

Finally, as you all know, there is a surcharge imposed for the
cost of exemptions and waivers. What appeals to me as an analyst
about isolating and identifying the surcharge is it provides to the
policymaker—the Congress of the United States—the cost of their
decision to exempt something.

Once there is an exemption, as I said, you have only two choices.
Other fee payers can carry that cost or there can be a decision
made to provide general revenue for that. You cannot prevent
cross-subsidization unless you either provide general revenues or
you provide that people who are exempt from paying are also ex-
empt from the service, which generally we don’t want to do.

Finally, I want to say something about revenue adequacy. This
is especially important for fee-funded agencies. They need a carry-
over balance. You need something and to get to the right carryover
balance, the agency needs to conduct an analysis about what
makes this fee revenue fluctuate, so down and that. And we dinged
them a little bit on that.

Frankly, I want to just mention that infrequent reviews are like-
ly to lead to larger fee increases. We all noticed how big the in-
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crease was in 2007, but we don’t notice that there were no in-
creases between the last review and that.

I am sorry to have been the one witness who hit the red light,
Madam Chair.

[The prepared statement of Ms. Irving follows:]
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FEDERAL USER FEES

Fee Design Characteristics and Trade-Offs lllustrated
by USCIS's Immigration and Naturalization Fees

What GAO Found

There are four key design and implementation characteristics of user fees—
how fees are set, collected, used, and reviewed. Each design and

implementation characleristics presents ils own sel ol decisions Lo consider
mong the lour criteria that are often used (o as:
cvenue adequacy, and administrative burden.

Equity: Equily means thal everyone pays his/her fair share, but there is more
than one way Lo think aboul lair share. Under the beneliciary-pays principle,
the beneficiaries of a service pay for the cost of providing the service from
which they benelit. Under the ability-Lo-pay principle, those who are more
capable ol bearing the burden of fees should pay more [or the service than
those with less ability to pay.

Efficiency: By requiring identifiable beneficiaries to pay for the costs of
services, user fees can simultaneously constrain demand and reveal the value
that beneliciaries place on Lthe scrvice. If those beneliting [rom a scrvice do
nol. bear the [ull social cost of the service, they may seek Lo have the
government provide more of the service than is economically efficient.
Revenue adequacy: Revenue adequacy is the extent to which the fee
collections cover the intended share of ¢ It encomp: the extent to
which colleclions may change over time relative Lo the ¢ of the program
and the concept of revenue stability, or the degree to which short-term
fluctnations in economic activity and other factors affect the level of fee
collections.

Administrative burden: This is the cost o administering the [ee, including
the cost ol collection and enforcement, as well as the compliance burden.

Setting the fee is perhaps is the most challenging of the fee design decisions
becanse determining the cost of the service is often quite complex and
requires considering a range of issues. One of the biggest issues in fee setting
is how Lo define and apply the equily crilerion, such as delermining the
overlap belween beneliciaries and , whether Lo employ a bene
pays or abilily Lo pay cquily principle, how Lo address fee exemplions
waivers, and finally, how to assign costs among us Many of the:
choi
identify deliberate trade-offs. [Towever, USCIS did not conduct the anal;
necessary to fully inform either congressional decision making or USCIS’s
internal deliberations on key arcas suc the cosl ol aclivities funded by
slatutorily-sct [ees that led Lo unknown cross-subsidizalions.

When fees are supposed to cover all or a set portion of the costs of an agency
or activity the criterion of “revenue adequacy” may be especially important to
consider. For example, a reserve is important for fully fee-funded programs
because il provides a cushion il program costs would not drop proportionally
with a drop in [ee collections. A reserve could also help support preparalion
for any anlicipated surge in us pecially il fee collections would come
after the expenditures to prepare for the surge.

United States A ility Office
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Chairwoman Lofgren, Mr. King, Members of the Subcommittee:

It is a pleasure to join you today as you think about issues related to the
U.S. Citizenship and Immigration Services’ (USCIS) user fees. User fees
can be designed to reduce the burden on taxpayers by financing the
portions of activities that provide benefits to identifiable users above and
beyond what is normally provided to the public. By charging the costs of
programs or activities to identifiable beneficiaries, user fees can promote
economic efficiency and equity just as prices for goods and services can
do in a free and competitive market. However, to achieve these goals, user
fees must be well designed.

In light of recent increased congressional interest in user fee financing, we
at GAO developed a normative framework for examining user fee design
characteristics that may influence the effectiveness of user fees.
Specifically, our federal user fee design guide examined how the four key
design and implementation characteristics of user fees—how fees are set,
collected, used, and reviewed—may affect the economic efficiency, equity,
revenue adequacy, and administrative burden of cost-based fees.' Since
2007, we have examined a variety of federal user fees—including those at
USCIS—in the context of this framework. I am pleased to be here today to
talk about effective user fee design in general and USCIS fees in particular.

As this subcommittee knows, USCIS is responsible for granting or denying
the millions of immigration and naturalization applications it receives each
year and charges fees to recover all processing costs.” In February 2007,
USCIS completed a fee review to determine the level at which fees should
be set to recover the full cost of its services. USCIS’s most recent fee
schedule, which became effective July 30, 2007, increased application fees
by an average of 86 percent.” The fee schedule was widely questioned, in
part because of the magnitude of the increases and in part because of the
agency's failure to foresee and manage the surge in applications received
immediately before the effective date of the fee increases.

See GAQ, Federal User Fees: A Design. Guide, GaO-08
2008).

S5 (Washinglon, D.C.: May 29,

*For the purposes of (his testimony, the term “application” refers (o both applicalions and
petitions.

“USCIS's 2007 user fee Teview was issued prior to the issnance of (AO-08-3865P, however
the comparison of T s review (o (he user fee design principles is imporiant Lo
identitying opportunitics for tuture improvements.

Page 1 GAO-10-660T
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USCIS is preparing its first fee review since the 2007 fee increase. The time
is ripe for analyzing and understanding the elements and trade-offs in
designing a fee structure so that both USCIS and the Congress have the
best possible information available to them when overseeing these fees
and the critical operations they fund. Further, because USCIS’s operations
are mostly funded by user fees, it is critical that fee collections and
operating costs remain aligned to ensure collections are sufficient such
that applicants may enjoy continued access to the timely, high-quality
services they deserve.

As agreed with this Subcommittee, my testimony today focuses on:

1. user fee design and implementation characteristics and criteria,

2. cost assignment and trade-offs identified in USCIS’s 2007 fee
review, and

3. additional considerations for fee-funded agencies.

Before doing that, however, I would like to step back and talk a bit about.
some important considerations for the practical application of any
normative framework.

Any user fee design embodies trade-offs among the four dimensions of
equity, efficiency, revenue adequacy, and administrative burden. While
there are purely analytic aspects to each of these criteria, the trade-offs
depend on policy and value decisions. No single design will satisfy
everyone on all dimensions—every fee design will have pluses and
minuses—and the weight that different policymakers place on different
criteria will vary depending on how they value different attributes. As a
general rule, the design of a fee should be viewed in its entirety. Focusing
only on the pros and cons of any single design element can obscure how
the pieces fit together and could make it difficult to achieve consensus on
a fee's design. Instead, policymakers will ultimately need to balance the
relative importance they place on each of these criteria and focus on the
overall fee design. Moreover, there will undoubtedly be cases in which
policy considerations outweigh normative design principles.

My testimony today is based on GAO reports and testimonies issued from
May 2008 through January 2009 on the principles of effective user fee
design in general and on USCIS’s user fees and fee review specifically. In
developing the design guide, we reviewed economic and policy literature
on federal and nonfederal user fees, including our prior work on user fees.
To review USCIS's fee structure, we reviewed legislation and agency
documentation, such as the proposed and final Federal Register notices

Page 2 GAO-10-660T
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regarding the 2007 fee schedule and USCIS’s February 2007 fee review
analysis. We conducted the work for both of those reports according to
generally accepted government auditing standards. Those standards
require that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions
based on our audit objectives. We believe that the evidence obtained
provides a reasonable basis for our findings and conclusions based on our
audit objectives.

Fee Design and
Implementation
Characteristics and
Criteria

Each of the four design and implementation characteristics presents its
own set of decisions to consider. In this statement I touch briefly on the
main considerations at each stage; a summary of key questions to consider
is included in appendix L.

Setting user fees: For cost-based fees, the extent to which a program
provides benefits to the general public versus to identifiable users, and the
cost of providing those benefits should, in the abstract, guide how much of
total program costs are paid for by user fees and the amount each user
pays.

Collecting nser fees: The primary challenge of determining when and
how to collect a fee is striking a balance between ensuring compliance and
minimizing administrative costs. In some cases, the collection systems of
another agency or a nonfederal entity, such as a private sector enterprise,
may be leveraged, as when the airlines collect passenger inspection fees.

Using user fees: Determining how fees will be used is a balancing act
between Congressional oversight and agency flexibility. Congress gives
agencies various degrees of access to collected fees. For example, fees
may be dedicated to the related program or may instead be deposited to
the general fund of the U.S, Treasury and not used specifically for the
related program or agency. In addition, fee collections may be subject to
appropriation or obligation limits, which increase opportunity for
oversight but may limit agencies’ ability to quickly respond to changing
conditions.

Reviewing user fees: Agencies must substantively review their fees on a
regular basis to ensure that they, the Congress, and stakeholders have
complete information. Reviews provide information on whether the fee
rates and authorized activities are aligned with actual program costs and
activities, may provide opportunities for stakeholder input, and can help
promote understanding and acceptance of the fee.

Page 3 GAO-10-660T
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Criteria for Assessing
Design

Our May 2008 user Fee Design Guide discusses four criteria that are often
used to assess user fees and taxes: (1) equity, (2) efficiency, (3) revenue
adequacy and (4) administrative burden on the agency and payers of the
fees. As I noted, these criteria interact and are often in conflict with each
other; as such, there are trade-offs to consider among the criteria when
designing a fee. Further, the design characteristics are interrelated: how
you set the fees can influence the activities for which they are used, and
how often they are reviewed can influence the level at which the fee is set.
To understand the implications of any fee design, it is important to
understand the options and trade-offs between these criteria.

Equity: Equity means that everyone pays his/her fair share, but there is
more than one way to think about fair share. Under the beneficiary-pays
principle, the beneficiaries of a service pay for the cost of providing the
service from which they benefit, but even this can be complicated when
beneficiaries and users differ. Under the ability-to-pay principle, those who
are more capable of bearing the burden of fees should pay more for the
service than those with less ability-to-pay.

Efficiency: By requiring identifiable beneficiaries to pay for the costs of
services, user fees can simultaneously constrain demand and reveal the
value that beneficiaries place on the service. If those benefiting from a
service do not bear the full social cost of the service, they may seek to
have the government provide more of the service than is economically
efficient.

Revenue adequacy: Revenue adequacy is the extent to which the fee
collections cover the intended share of costs. It encompasses the degree to
which collections may change over time relative to the cost of the
program. Revenue adequacy also incorporates the concept of revenue
stability, which generally refers to the degree to which short-term
fluctuations in economic activity and other factors affect the level of fee
collections.

Administrative burden: This is the cost of administering the fee,
including the cost of collection and enforcement, as well as the
compliance burden (the administrative costs imposed on the payers of the
fee).
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USCIS’s 2007 Fee
Design Reflects
Trade-Offs among
Some Key Fee Design
Principles and
Provides a
Foundation for
Further
Improvements in the
2010 Fee Design

Today I will spend most of my time discussing the issues involved in
setting a user fee. It perhaps is the most challenging of the fee design
decisions because determining the cost of the service is often quite
comiplex and requires considering a range of issues. One of the biggest
issues in fee setting is how to define and apply the equity criterion, such as
determining the overlap between beneficiaries and users, whether to
employ a beneficiary-pays or ability-to-pay equity principle, how to
address fee exemptions and waivers, and finally, how to assign costs
among users. Many of these design choices described in USCIS’s 2007 fee
review provide transparent analysis and identify deliberate trade-offs.
However, USCIS did not conduct the analysis necessary to fully inform
either congressional decision making or USCIS’s internal deliberations on
key areas such as the cost of activities funded by statutorily set fees. As a
result, the amount being cross-subsidized was unknown.

According to the beneficiary-pays principle, the extent to which a program
is funded by user fees should generally be guided by who primarily
benefits from the program. Under this principle, if a program primarily
benefits the general public (e.g., national defense), it should be supported
by general revenue, not user fees; if a program primarily benefits
identifiable users, such as customers of the U.S. Postal Service, it should
be funded by fees; and if a program benefits both the general public and
users, it should be funded in part by fees and in part by general revenues*
(see figure 1).

"Prograrms (hat primarily benefil the general public are generally nonexcludable, that is,
there is no practical way of preventing someone from benefiting from the program, and
nonrival, that is, once the program is in operation, there is no additional cost. of providing it
o more people,
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Beneficiary-Pays Versus
Ability-to-Pay

user fees versus general revenues. Secondary beneficiaries of a program
generally are not considered in this examination. For example, consumers
of new prescription drugs are secondary beneficiaries of prescription drug
reviews, which provide a primary benefit to the drug sponsors.® Similarly,
fees should be charged to the direct user, even if that payer then passes
the cost of the fee on to others.

Strictly following the beneficiary-pays principle is not always desirable or
practical. The government may wish to charge some users a lower fee or
no fee to encourage certain activities. For example, potential profits from
the development of “orphan” drugs—those that treat rare diseases—are
limited by the small size of their market, and therefore drug companies
may be reluctant to invest in them; such drugs are exempt from the Food
and Drug Administration (FDA) prescription drug application fee to
encourage their development.

‘While the beneficiary-pays principle may promote one aspect of equity, it
may run contrary to another—the ability-to-pay principle. Fees that are
proportionally more burdensome for low-income than high-income
individuals are said to be regressive. To address this concern, the design of
a fee may consider the ability of a user to pay, by for example, exempting
low-income users or scaling fees by some measure of ability-to-pay. When
those who are more capable of bearing the burden of fees pay more for the
service than those with less ability-to-pay, the ability-to-pay definition of
equity is employed, creating conflict with the beneficiary-pays definition of
equity and causing cross-subsidization among applicants.

USCIS demonstrated the ability-to-pay principle of equity by limiting the
2007 increase in the fees charged for some low-volume applications, such
as the Form 1-360, Petition for Amerasian Widow(er) or Special Immigrant.
This avoided what, in some cases, would have been a 250 percent fee
increase or greater, levied on a population unlikely to be able to pay.
Instead USCIS only increased the fees by the total average increase across
all applications. The unrecovered processing costs for these form types
were distributed across other form types and thus distributed among other
fee-payiug applicants.

“A drug sponsor is (he person or entily who assumes responsibilily for (he markeling of a
new drug, including responsibility for complying with applicable provisions of laws, such
as the Federal Food, Drug, and Cosmctic and related regulations. The sponsor is
usnally an individual, partnership, corporation, government agency, manufacturer, or
scientilic institution.
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Exemptions and Waivers

USCIS demonstrated the heneficiary-pays principle of equity by not
limiting a second set of fees, for which the population would likely be able
to pay the large fee increase. For example, by not adjusting fees for the
Form [-829, Petition by Entrepreneur to Remove Conditions—a form for
which the applicants are entrepreneurs with $500,000 to invest—USCIS
closely aligned these fees with the cost of providing the services to these
users.

Both ability-to-pay and beneficiary-pays are valid applications of the equity
principle. Choosing between them depends on the policy goal to be
achieved.

Fees can also include provisions for exemptions and waivers to promote
certain policy goals and these provisions affect how program costs are
allocated among users. The cost of providing services to fee-exempted or
fee-waived users is commonly funded by general revenues or by the fees of
other users. Fee exemptions and waivers may also increase an agency’s
administrative burden—the cost of administering the fee—since the
agency must carefully track when fees are due and from whom rather than
simply charging every applicant. Fee-paying applicants also bear an
administrative burden in terms of compliance costs associated with waiver
and exemption policies.

USCIS's user fee design allows fee exemptions for certain form types and
fee waivers for some applicants, and USCIS funds these activities through
a surcharge added to fee-paying applicants. By law, USCIS’s immigration
and naturalization fees “may be set at a level that will ensure recovery of
the full costs of providing all [adjudication and immigration] such services,
including the costs of similar services provided without charge to asylum
applicants or other immigrants. Such fees may also be set at a level that
will recover any additional costs associated with the administration of the
fees collected.™ As a result, certain form types are fee-exempt, such as for
refugees and applicants seeking asylum, and fee waivers are granted on a
case-by-case basis for applicants who demonstrate an inability to pay by

TBUS.C. § 1356 ().
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meeting certain need-based criteria.” The cost of fee exemptions and
waivers is allocated to the fee-based applications as a flat-rate surcharge.

Reliably accounting for the costs and benefits associated with such
provisions is important in order to ensure that these provisions are
achieving the intended results. In fully fee-funded programs, if some users
are exempt from paying fees, total fee collections cannot cover total
program costs unless other users pay a higher fee to cover the costs of the
exempted users. For example, commercial and private vessels are both
subject to Agricultural Quarantine Inspections (AQI), but private vessels
are exempt from the AQI fees. In prior work we found that the costs of
these private vessel inspections are included in the AQI fee charged to
commercial vessels.” Thus commercial vessels are paying for the cost of
inspecting private vessels. An alternative to cross-subsidization would be
to pay for the costs of providing services to exempt entities through
general revenues. USCIS received an appropriation for asylum, refugee,
and humanitarian parole activities, and military naturalizations beginning
in fiscal year 2010.* In this way the policy goal is attained and the general
public, rather than other users, make up the cost of exempt users or
discounted fees.

Finally, fee exemptions and caps can increase an agency’s administrative
costs because it must carefully track when fees are due and from whom
rather than simply charging everyone. The U.S. Customs and Border
Protection (CBP) generally assesses a $437 customs inspection fee on
commercial vessel operators when they arrive at port, but the fee is
capped at $5,955 per calendar year. This is approximately 13.6 payments.
This means that CBP has to calculate the point at which the vessel has

TS considers ihe iotalily of all faclors, circumsiances,
ing age, disability, houschold income, and

well as olher

iver guidance can

*In delermining inabilily-lo-pay, T
and cevidence the applicant supplic:
qualification within the p:
tactors associated with cach specific case. More information about. fee
be found al hilp:/www.us

cled
fugee

of 2010, Pub. L. No. 11183, 123 Slal. 2142, 2164 (OcL. 28, 2009). However, ihe acl, re;
USCIS from obligating any of these fimds for processing applications for asylum or v
status until the agency *has published a final raule updating part. 103 of title 8, Code of
Federal Regulalions, (o disconlinue the asylumm/relugee surcharge.”
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Assigning Costs among Users

AGHIT-1153T (Washinglon, D.C.:

reached the cap and is no longer subject to the fee. We recently reported
that the cap increases CBP’s administrative costs and the potential for
errors." This issue was particularly problematic in 2007 because a fee
increase took effect on April 1, 2007, so vessels arriving before and after
that date paid two different rates. Since the fee cap applies to payments
received within a calendar year, it was even more difficult for CBP to
calculate the total amount paid and determine if a vessel had reached the
cap.

Assigning costs among fee-payers requires determining (1) total program
costs and (2) how to assign these costs among different payers. The
beneficiary-pays principle can be useful in guiding decisions about cost
allocation among users. That is, basing fees on the cost of providing the
program or service to various groups of users enhances equity as each
user pays for the cost of services actually used.

‘When the cost of providing a service varies for different types of users, the
fee may vary (i.e., a user-specific fee), or be set at an average rate (i.e., a
systemwide fee). All other things being equal, user-specific fees promote
equity and economic efficiency because the amount of the fee is more
closely aligned with the cost of the service.” In contrast, systemwide fees
may be higher or lower than the actual cost of providing a service to
certain types of users and may result in cross-subsidies across users. For
example, we previously reported that the Federal Aviation
Administration’s (FAA) funding structure had raised concerns about
equity and efficiency because users paid more or less than the costs of the
air traffic control services they receive and therefore may lack incentives
to use the national airspace system as efficiently as possible."” However,
because user-specific fees require agencies to track the costs of providing

HSee GAGOH

Unless fees are perfectly user specific, some users will pay a higher proportion of the
costs thoy impose and some users will pay a lower propottion of their costs. In the case of
a fee that is not uscr specific and recovers full program costs (i.c., does not use general
revenue [unding), some users will pay more than the costs they impose, essentially cross-
subsidizing other users, who will pay less. For more information about funding options for
the FAA see National Airspace Sysiem Modernization: Obsereations on Potential
Funding Options for FAA an et General Airspuce System, GAO-06-1111T
(Washinglon, D.C.; Seplember 27, 2006).

fon Finane
ion Acti

Observations on the Curvent FAA I'unding Structuye’s Support
, [ssues Affecting Future Costs, and Proposed Funding Changes,
August 1, 2007),
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service to different users, these fees are often more costly to administer
than systemwide fees. In managing the trade-offs between the benefits and
drawbacks of user-specific versus systemwide fees, several factors may be
important to consider, such as the purpose of the program, the amount of
the fee and the amount of cost variation among users when assigning
costs.

Program purpose. In general, national systems are often best supported
by a systemwide fee whereas a user-specific fee may be the better choice
to support individual entities or locations or when maximizing economic
efficiency outweighs the desire for a national system.

Amount of the fee. If the fee is small relative to other costs that a user
faces, it may be less important to have a user-specific fee with different
rates.

Cost variation among users. Lastly, if there are numerous different
groups of users and a small cost variation among them, the efficiency
gains of a user-specific fee may be overwhelmed by the added
administrative costs, Conversely, if a program has a relatively small
number of user groups and the cost of providing the service to those
groups differs significantly, then user-specific fees might be both
beneficial and feasible.

Whether fee rates will be set using average cost or marginal cost is also an
important consideration when setting fees. Setting a fee at a rate equal to
the marginal cost of providing the service or product to the specific user
maximizes economic efficiency, but is often not easy to do. In part
because it is often difficult to measure marginal cost, fee rates are
sometimes set based on average cost.™ For example, while international
arriving airline passengers all pay a fee for AQIs at the airport, it is difficult
to know at the time the fee is assessed which passenger will require which
level of inspection. The AQI fees are intended to cover total program costs;
to set these fees, the Animal and Plant Health Inspection Service (APHIS)
projects program costs for different inspection types (e.g., air passenger,
commercial aircraft, and commercial vessels) and divides each by the total
projected number of each type of payer. That is, each airline pays the same
fee per arrival to cover the costs related to inspecting aircraft.

HI\Iarﬂn:;\l cost is equal Lo the cosl of providing an additional unil ol the good or service,
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Even when marginal costs are measurable, setting the fee equal to
marginal cost could be problematic. When marginal costs are measurable
but are low relative to the fixed costs of the program, setting the fee at
marginal cost will lead to collections less than total costs. In such a
situation either a program may be funded in part through general revenues
or—if an agency, program or activity is completely fee-funded—users
would have to be charged more than marginal costs.” A third approach
might be to create a two-part fee consisting of (1) a flat fee to cover fixed
costs and (2) a usage-based fee to cover marginal costs. For example, the
marginal cost of providing electricity (i.e., operating power plants and
maintaining transmission lines) is small compared with the costs of
building power plants and transmission lines; thus, electricity consumers
could be charged a flat monthly charge to cover fixed costs plus a charge
that would vary based on their consumption.

In its last fee review USCIS determined its fee rates by assigning different
costs to various fee-paying users in different ways. First, USCIS identified
the costs for adjudicating each form type, referred to as the “make
determination” costs. As I noted before, user-specific fees promote equity
and economic efficiency because the amount of the fee is closely aligned
with the cost of the service."” USCIS’s make-determination costs, which
comprise 49 percent of its total costs, vary by form type and are assigned
accordingly; as such, this portion of the costs are aligned with the
associated fees. Next, USCIS allocated $732 million in overhead costs,
including payroll, accounting, and legal services, in proportion to full-time
equivalents. Such systemwide fees minimize administrative burden
because they do not require identifying and charging specific costs to each
user.” Lastly, all fee-paying applicants pay a flat-rate $72 surcharge to
recover the costs associated with asylum and refugee services and fee-
waived and fee-exempt applications. However, in fiscal year 2010, USCIS
received an appropriation for asylum, refugee, and humanitarian parole

“There will be some loss of ceonomic efficieney in cither ¢ ser fees set above
arginal cost and L general es—hoth resull in some loss of economic
cney. Sce 4

13- HOGOSE.

""In USCIS's case, this would be a fornvspecific fee as all fee-paying applicants for a certain
Torm Lype would pay the same amounl regardless of how much their individual application
cost to process.

" . - . T,
However, we raise concerns aboul, he lack of justification and support for USCIS's

jon of temaining costs in our related repott, including how USCIS allocated cortain

overhead costs and whether alternate assignment methods may offer greater precision. Sce

GAOH
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Unknown Costs Create
Unknown Cross-Subsidizations

activities, and military naturalizations."” Both methods achieve the policy
goal but these decisions illustrate two approaches to covering the cost of
exempt users—distribute the costs among other users or have the cost
made up by the general public.

As this Subcommittee knows, some of USCIS’s fees are set in statute. In
our work, we reported that at the time of the 2007 fee review USCIS did
not know the relationship between those statutorily set fees and the costs
of the activities associated with them. Because USCIS cannot change these
fee rates through the regulatory process, USCIS officials told us that they
had not identified the costs associated with statutorily set fees and that
doing so was not a priority for them. This means that decision makers lack
this key information; in addition, it raises the possibility that processing
costs for these services are being partially borne by other fee-paying
applicants. Absent information on the cost of these services, however, the
amount of cross-subsidization is unknown.

The most notable of the statutorily set fees is the $1,000 fee for the
premium-processing service, which was USCIS's fifth largest single
generator of funds in fiscal year 2007.* In December 2000, the Congress
authorized the collection of a premium processing fee for employment-
based applications, to be paid in addition to the regular application fees.”
The Congress set the amount of the premium processing fee at $1,000;
pursuant to this authority and as established in regulations, USCIS
guarantees that certain employment based applications will be processed
within 15 calendar days of receipt.

BFor fiscal year 2010, Congress appropriated $50 million to T for the proc
applications for asylum or refugee states; of which $6 million was for the processing of
military naturalization applications. artment. of TTomeland Security Appropriatiol
of 2010, Pub. L. No. 111-83, 123 Sta 2161 (Oct. 28, 2009). Hlowever, the act restri
T'SCIS from obligaling any of these funds for pro ng applications for asylum or rel
status until the agency *has published a final rale updating part. 103 of title 8, Code of
TFederal Regulations, to discontinue the asylum/irefugee surcharge.”

od

“In addition (o the premium processing lee, 3 did nol, know (he relalionship belween
the cost of processing the H-1B applications and its statutorily-set fee imposed on
cemployers and therefore did not know the amount being subsidized by other tee-paying
applicants.

*Pub.L.No. 106
at 818,

3, App. B, Title 1, § 112, 114 Stat. 276
" § 1356 (u).

2A-68 (Dec. 21, 20000, codified

A CRR, § 103.2(1). USCIS may designate the employment-based applications that are
eligible for premium services pursuanl (o public nolice in the Federal Register,
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Although the premium processing fees are not—unlike most of USCIS’s
application fees—cost-based, information on the cost of the services for
which the fee is charged should be determined. We have previously
reported that reliable information on the costs of federal programs and
activities is crucial for agencies and the Congress to ensure effective
management of government operations, which includes setting user fees.

The cross-subsidization issue for premium processing fees is complicated
by the statutory provision that premium processing fees be available for
two activities: (1) certain premium processing services for business
customers and (2) infrastructure improvements associated with
adjudications and customer-service.” In its 2007 fee review, USCIS stated
that the agency’s intent was to use all premium-processing collections to
fund planned infrastructure improvements, which are a significant
component of USCIS’s Transformation Program.™ As a result, the cost of
premium processing is borne by other fee payers (see figure 2 below).
Funding the Transformation Program with premium-processing activities
is consistent with report language accompanying the fiscal years 2008-2010
Department of Homeland Security appropriations bills, which direct
USCIS™ to allocate all premium-processing fee collections to information
technology and business-system transformation. It is worth noting that if
the agency (a) is directed to use all its premium processing fee revenue for
infrastructure improvements, (b) provides premium processing services,
and (c) is an entirely fee funded agency, it can only cover the costs of
premium processing activities by imposing them on other fee payers.

While the Congress continues to support this use of premium processing
collections, we note that it does raise several issues. First, as noted above
and shown in figure 2, the cost of premium processing is being borme by
other fee payers. Second, premium processing applicants are bearing an
uneven amount of the costs of the Transformation Program—an initiative

EGAOHT- 1131
5 1.8.C. §1856(0).

#'TUSCIS is embarking on an agencywide Transformation Program that is intended to
Leansform USCISs currenl paper-based dala syslems inlo a modern, digital processing
resource that will enhance customer service and better prevent. future backlogs. The
transformalion program nol included in the agency’s delinition ol overhead cosis for
purposes of the 2007 roview.

*H.Rep. No. 110-181, at 111 (2007); H. Rep. No. 110862, at. 131 (2008); H. Rep. No. 111208,
al 115 (2009).
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Program costs change over time. This means that fees intended to cover
all or a set share of the costs of an agency, program, or activity must be
not only set but also adjusted—even between formal reviews—to cover
those costs. This in turn requires agencies to project and consider future
program costs—even if they conduct periodic fee reviews. For example,
USDA’s Food Safety and Inspection Service did this in 2006 when it set fee
rates through fiscal year 2008 for overtime inspection services for meat,
poultry, and egg products. The fee rates for each year included
adjustments for inflation and employee pay raises, so that future fee

2%

collections were projected to grow with program costs.”

If an agency or program is fully fee-funded, a reserve is important because
it provides a cushion if program costs would not drop proportionally with
a drop in fee collections. A reserve could also help support preparation for
any anticipated surge in users, especially if fee collections would come
after the expenditures to prepare for the surge. For example, the AQI fee
statute gives APHIS permanent authority to use the collected fees. APHIS
maintains a reserve in case of emergency. For example, following the
September 11, 2001 attacks, there was a significant drop in international
passenger travel, which led to a significant drop in certain AQI user fee
collections. In order for APHIS to continue the AQI programs through that
uncertain time, APHIS relied heavily on its 25-percent reserve. Without a
sufficient reserve balance in place, experienced full-time personnel would
have been furloughed and services reduced. We have previously reported,
however, that while a reserve is necessary, it is also possible that the
provision of permanent spending authority may mean agencies have less
incentive to limit total collections to total costs.

We found that in its 2007 fee review, USCIS did not conduct the analysis
needed to establish a target level of carryover balance, or “reserve,” that
would allow for the continuity of operations funded by the Immigration
Examinations Fee Account (IFEA) in the event of a decrease in
application volume. As a result we determined that USCIS did not fully
consider issues related to revenue adequacy. Without analyzing its

inflationary indicators it they want to e
and beiter align fuiure colleclions with those

in the gross domaestic
product deflator from the administration’s cconomic assumptions for the period of the
analysis.
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contractual and operating costs to determine an appropriate target
carryover balance, USCIS is at risk of reducing or disrupting services if
collections decrease. Further, absent analysis, it is unclear for how long
and at what service level USCIS could operate with its current carryover
balance. USCIS officials did say, however, that an appropriate level of
carryover should reflect: (1) USCIS’s first-quarter obligations, which
includes the full contract value for the whole fiscal year;” (2) deferred
revenue equal to the amount of its outstanding workload,” and (3) the
operating “tempo” of the organization.

‘While regular fee reviews should be done for all fees, they may be
especially important where fees represent a significant source of support
for an agency or program.” Absent timely review, the agency lacks up-to-
date knowledge about the cost of fee-funded activities and the relationship
of those costs to the fees charged. Where either the level of the fee or the
activities covered by it are set in statute, lack of timely analysis means the
agency cannot provide the Congress with the information it needs to make
informed decisions about any changes.” Most of USCIS’s user fees are
cost-based fees set through the regulatory process and deposited into the
Immigration Examinations Fee Account. Prior to 2007, USCIS’s last
comprehensive fee review was in Fiscal Year 1997. As I noted, the lack of
timely, comprehensive fee reviews in the years between 1997 and 2007
contributed to the size of the fee increase.

Abrupt imposition of new or substantially increased user fees could have
unintended consequences on workload, For example, prior to the 2007 fee
increases large numbers of applicants filed for benefits before the increase
took effect, which contributed to a surge that exacerbated USCIS’s
backlog of applications. In cases like this, transitional measures such as
grandfather clauses or phasing in increases might help address concerns
about the adverse effects of the abrupt imposition of a fee, while
implementing the beneficiary-pays principle gradually. However, as is the

enlers inlo yearlong coniracts al the start of the year and therefore must have
ctions equal to the full contract value available for obligation at the start of the year.

JIS’s delerred revenue are fee collections received by the agency lor applicaiions for
which the adjudications have not been compleled.

FOMB Cirenlar /
requires agency

recommends, and the Chict Financial fticers (CFO)Y Act of 1990
s 1o review (heir user fees biennially.

BEADHT-1131

5321,
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case with exemptions, the benefits of transitional measures must be
balanced with the likelihood of reduced efficiency and equity gains and
increased administrative costs. Furthermore, delaying a fee increase may
also have adverse effects on an agency’s operations.

Concluding
Observations

The transparency and quality of USCIS’s user fee design depends on
complete, reliable information on which to base informed trade-offs that
support the goals of USCIS. Analyzing and understanding the costs of
providing these services are important so that both USCIS and the
Congress have the best possible information available to them when
designing, reviewing, and overseeing these fees. To this end, USCIS took
an important step forward with its 2007 fee review. In the next review it
should build on this by including the full costs of its services regardless of
whether the fee is set through the regulatory or statutory process. Fee
reviews are critical for any agency, but especially for agencies—like
USCIS—that are mostly or solely fee funded.

We at GAO do not take a position on whether an agency should be
partially or fully fee-funded, or whether the costs of exemptions and
waivers should be distributed across other fee payers or funded through
general revenues. These are policy questions appropriately decided by
policymakers. With the design guide we have tried to provide a kind of
“road map” for policymakers that lays out the questions and issues to
consider—the decisions that must be made—in the design of any fee. In
our analyses of various fees we have sought to illustrate the application of
this design guide and assist the Congress in its review of existing fees and
consideration of possible new fees.

Any user fee design embodies trade-offs among equity, efficiency, revenue
adequacy, and administrative burden. Focusing only on the pros and cons
of any single design element could make it difficult to achieve consensus
on a fee's design. Instead, policymakers will ultimately need to balance the
relative importance they place on each of these criteria and focus on the
overall fee design.

Chairwoman, this completes my prepared statement. I would be happy to
respond to any questions you or other Members of the Subcommittee may
have at this time.
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A acta « For further information on this testimony, please contact Susan J. Irving at
(/OIltd(,tS and (202) 512-6806 or by e-mail at irvings@gao.gov. Contact points for our
A(tknowledgments Offices of Congressional Relations and Public Affairs may be found on the

last page of this statement.

In addition to the contact named above, Jacqueline M. Nowicki, Assistant

Director; Chelsa Gurkin; Lauren Gilbertson; Barbara Lancaster; and
Michael Dino, Assistant Director made key contributions to this statement.
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Appendix I: Key User Fee Design Questions

We note that some of these questions may overlap.

Section I: Setting User Fees 1. To what extent does the program benefit the general public and
identifiable users?

Does use of the program by certain users, or for certain types
of uses, provide a public benefit, for example, by advancing a
public policy goal?

‘What is the users’ ability to pay?

To the extent that the fees are used to replace funding by
general revenues, what is the impact on the distribution of the
burden of financing the program?

‘What would be the impact of a fee on users’ competitiveness
with others that would not be subject to the fee?

Is a similar service provided by the private sector? If so:

» Will private producers be subject to unfair
competition if the fee is not set to recover the full
costs of the service?

e Should their charges be a reference point in setting
fees?

For programs that have not been paid for by fees in the past,
has the value of the program been capitalized into private
assets? If so:

¢ Could transitional measures be used to address these
concerns?

2. How will the fee be linked to the cost?

Page 20

Does the agency have timely and reliable cost data to link the
fee to program costs?

Will the fee recover full or partial costs?
Will the fee structure include exemptions or reduced fees?

Will the fee be set as a percentage rate or as a fixed dollar
amount?

If the fee varies, will fee minimum amount, maximum amount,
or both be set?
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f.  Will the fee structure be user-specific or systemwide?

» Isthe amount of the fee small or large relative to other
costs that the user faces?

e Are there numerous different groups of users?

e Is the cost variation among the different groups of users
large or small?

g. Does the program have high fixed costs?

e Is atwo-part fee structure, with a flat rate plus a fee
based on usage, appropriate?

3. How will the fee be structured to cover the intended share of program
costs over time?

a. Are fee collections projected to change over time in relation to
the cost of the program due, for example, to inflation?

b. To what degree will short-term fluctuations in economic
activity and other factors affect the level of fee collections?

c. Wil the fee design include a maintenance-of-effort
requirement?

Section IT: Collecting User Fees 1. What mechanisms are available to ensure payment and compliance
with requirements while minimizing administrative costs?

a. To what extent do payment and compliance mechanisms
impose administrative costs on the agency, the payers, or both?

b. Do rewards and penalties for compliance correspond to
performance?

2. Is there an agency or other entity that already collects or audits fees
from the users?
a. How will compatible policies and procedures and regular
communication be established?

b. How does coordination affect the administrative costs of fee
collection for the agency and payers?

¢. Wil collection by another entity affect compliance with fees?
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Section IIL: Using User Fees

Section IV: Reviewing User
Fees

What degree of access will the agency have to collected fees?

a.

Will the fees directly support the related program or agency or
be deposited to the general fund of the U.S. Treasury?

Will agency access to fees be subject to congressional
appropriation?

Will the budget execution of fee collections be through
reimbursement, or will the agency receive fee collections
directly?

Will the amount of spending be tied to the amount of
collections?

Will the fee be categorized as mandatory or discretionary?

How broadly or narrowly will the activities for which fee collections
can be used be defined?

Will the fee be updated through legislation or by agency regulation?

How frequently will fees be reviewed and updated?

a.

Will legislation include a sunset provision to trigger fee
updates?

Will legislation direct the agency to submit regular fee reviews
to the Congress, different from the biennial fee review required
by the Chief Financial Officers Act of 19907

What mechanisms will be used to gather stakeholder input?

Page 22

Will the agency establish an advisory committee?

Will proposed changes to the fees be published for comment in
the Federal Register?

‘What safeguards will be used to prevent the agency from
becoming beholden to fee payers/stakeholders?

GAO-10-660T
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Appendix II: GAO Homeland Security User
Fee Related Products

(450836)

Federal User Fees: A Design Guide. GAO-08-3865P. Washington, D.C.:
May 29, 2008.
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Immigration Application Fees: C
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Washington, D.C.: January 23, 2009.

ing Methodology Improvements
Setting Fees. GAG-09-70.

Federal User Fees: Improvements Could Be Made to Performance
Standards and Penalties in USCIS's Service Center Contracts.
GAQ-08-1170R. Washington, D.C.: September 25, 2008.

Federal User Fees: Substanlive Reviews Needed (o Align Porl-Related
Fees and the Programs They Support. 3ZA0-08-321. Washington, D.C.:
Fehruary 22, 2008.

Federal User Fees: Key Aspects of International Air Passengers Should
Be Addressed Regardless of Whether Fees Are Consolidated. GAQ-07-1131.
Washington, D.C.: September 24, 2007.
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Ms. LoFGREN. That was very interesting. Thank you all for your
testimony, and now we will begin our questions, and depending on
what is going on, on the floor, maybe we will have a chance to do

two rounds.

I would like to begin and start with you, Mr. Director, about the
fee issue and really the issues that Dr. Irving has mentioned. The
USCIS has requested and received appropriations for certain other
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enforcement type activities, for example, E-Verify and SAVE.
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And I am thinking about the fraud detection and national secu-
rity directive. I gather, and I don’t disagree that your creation and
elevation of this function is an important one. We have to have,
you know, integrity. You listed that first among the agency values.

But it seems to me that that might be a good candidate for an
appropriation because, just as with other law enforcement activi-
ties, you don’t necessarily, you know, charge that against a refugee
admission or an adoption. Do you have a comment on that or are
you allowed to comment on that?

Mr. MAYORKAS. Madam Chairwoman, those are two different
questions you have asked me now.

Ms. LOFGREN. They are. Maybe I should ask the first one first.

Mr. MAYORKAS. I am going to answer the first one about the
issue of whether the fraud detection and national security responsi-
bility that our agency has is one that should be executed with an
appropriation rather than the fee-for-services model which is, I
think, a policy worthy of discussion.

We have indeed sought in the fiscal year 2011 budget an appro-
priation for our E-Verify program and for the SAVE program, both
of which are integrity tools, if you will. And so I understand the
Chairwoman’s question with respect to fraud detection and na-
tional security.

Ms. LOFGREN. Thank you, I think that is a fair response and one
that really probably the Subcommittee needs to discuss or perhaps
even the full Committee.

I would like to get into the question of the transformation and
the details. Five minutes is not enough to talk about the details,
I realize that, but the OIG report highlighted that the trans-
formation efforts to date have focused primarily on high level busi-
ness processes and various alternatives to implement trans-
formation.

We spent a fair amount of money, most of it spent before you
were on the job I might add, $117 million spent since 2005. But
it is not clear what benchmarks we are meeting. What technology
is actually being deployed? What business engineering processes
have been changed to make it work?

Is it possible for you to give us some expectation of when and
how we might expect that detail from your department? Not nec-
essarily in a hearing but in a report of a briefing. Are there bench-
marks that can be provided and that we could look to, to hold the
agency accountable for?

Mr. MAYORKAS. Most certainly, Madam Chairwoman. We will
provide this Committee with a report that identifies the bench-
marks we currently have in place for the immediate future and for
the longer term future of the transformation effort. And we do be-
lieve in such an undertaking of considerable breadth that bench-
marks are pivotal to the program’s success.

And one thing I would like to comment about, if I may, Madam
Chairwoman, is that I think the request for this hearing served a
tremendous purpose for me personally, as the director of the agen-
¢y, in establishing a very important and, hopefully, what will be a
regular line of communication with the Office of the Inspector Gen-
eral.
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Given the breadth and depth of that office’s knowledge of our
transformation effort, its knowledge of the problems that we have
encountered in the past, and hopefully, the path we are paving to
success. And so I think that is a wonderful byproduct of the request
for this hearing. We will provide to this Committee a schedule that
we intend to honor.

Ms. LOFGREN. I would just like to say, Director Mayorkas, that
is the first time in my entire service in Congress that a member
of the Administration has thanked the Committee for holding a
hearing and said it was useful. So that is a thrill to me, and I ap-
preciate it very much and I am, well, I am just glad to hear that.

I want to ask about something I think I know the answer to, but
I want to explore it further. We had a huge backlog when you were
confirmed on I-130 Petitions. I think, you know, I don’t really
know, but millions. I think it is down to round 600,000 or 700,000,
not that that isn’t a substantial amount.

You have plans to reduce that backlog. I would like to know,
what are they? When do we think those backlogs will be done?
And, further, as we look at how we could reform our immigration
laws, how could we make them work better?

Having details, actually a snapshot really would help inform us
to make decisions, in terms of age of beneficiaries and relationships
and the like. Will we be able to get a yield on that kind of informa-
tion, as you work through this backlog?

Mr. MAYORKAS. Thank you, Madam Chairwoman. We have dis-
tributed the I-130 caseload throughout our offices across the coun-
try, in light of the significance of that caseload. We anticipate that
the majority of the caseload will be worked through by the end of
fiscal year 2010, this year.

We intend to complete the processing of all the I-130’s currently
pending by the first quarter of fiscal year 2011, as that caseload
has already been distributed throughout the field office across the
country for adjudication.

With respect to our ability to slice and dice, if you will, the data
that are so important to our agency and to this Committee, we can
do that now manually. One of the benefits we will receive from the
transformation program is indeed the ability to assess that data
and to collect it and to analyze it in real time by virtue of the elec-
tronic environment.

Ms. LOFGREN. I appreciate that so much and my light, red light
is on so I will turn now to the Ranking Member for his 5 minutes
of questions.

Mr. KiNG. Thank you, Madam Chair, and I thank you for this
hearing and for the witnesses and especially for the gratitude of
the witnesses for having a hearing.

I would direct first to Director Mayorkas, you know, you made
a comment. It is in your written testimony at least, that your cus-
tomers that you serve are those who file immigration and natu-
ralization applications.

And I would just ask you if you could reflect upon that. The ap-
plicants as your customers as opposed to the American public, and
we are hearing discussing whether it is their fees, the applicants’
fees that will be picking up the slack, so to speak, or whether it
will be the American taxpayer. So would you care to clarify that?
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Mr. MAYORKAS. Thank you very much, Congressman. Customer
is a particular term that I am not fond of. It speaks of a barter re-
lationship and the work of our agency is more fundamental than
that. And so we are indeed looking for a different term.

I view the term “customer,” for the time being, as pertaining to
the individual who in fact is seeking a benefit from our agency,
very different from the term that I use that is more encompassing,
which is a “stakeholder.” The term “stakeholder” includes the cus-
tomer, includes the general public, includes the law enforcement
community and it is a more encompassing term.

Mr. KiNG. Well, thanks for that clarification and I do agree with
that, as it goes across the spectrum and focusing on the interests
of the United States of America. And I made a point in my opening
statement about 170 fraud detection and national security agents.
How are you doing on that?

Mr. MAYORKAS. Congressman, since that statement, we have, in-
deed, I believe we have hired more than 200 individuals who are
devoted to the fraud detection and national security effort.

Mr. KING. That is good news. Thank you, Director. And then I
want to say it was stated that the GAO found that USCIS immi-
gration adjudicators had interviewed and then I would pick up—
this is a quote from the GAO report “reported that communication
from management did not clearly communicate to them the impor-
tance of fraud control. Rather it emphasized meeting production
goalls designed to reduce the backlog of applications almost exclu-
sively.”

Would you care to speak to that statement out of the GAO report
as to how you would react to that and how you would like to char-
acterize it?

Mr. MAYORKAS. Congressman, I can only speak of my efforts and
the ethics that characterize our agency today. And I can say that
the importance of our fraud detection and national security work
is well understood by everyone throughout our agency. I have un-
derscored it as well.

Focus on production goals not only has a potential expense upon
our fraud detection and national security work, but it also has a
potential expense upon the rights of the customers who come before
us.

Mr. KiNG. Thank you, Director, and I hear that focus back on the
security as opposed to the just simply processing the numbers
through and scoring according to the number of applications proc-
essed.

And then I would just direct, also, your attention to the I.G.’s re-
port that makes a recommendation that there be more site visits
to the religious workers site, site visits to verify. I know that that
was an initiative that was picked up when we discovered the fraud
in the religious workers’ visas component of this, and the rec-
ommendation of the I.G. that that be accelerated. I don’t have the
exactly quotes in front of me here, but to add site visits.

Have you taken steps on that or do you have comments about the
inspector general’s recommendation?

Mr. MAYORKAS. Congressman, the administrative site visit
verification program is under way and we have plans to continue
it in fiscal year 2010.
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éVI?r KING. And has it been increased at the recommendation of
1.G.?

Mr. MAYORKAS. I would have to get back to you with respect to
its scope, Congressman. I would like to, if I may, just share with
you a thought that is not born of my experience as the Director of
U.S. Citizenship and Immigration Services, because I am only 7
months into my tenure there.

If I may draw upon my 12 years of experience as a Federal pros-
ecutor—9 years as an Assistant U.S. attorney, almost 3 as a United
States attorney—I think “more or bigger” is not necessarily “bet-
ter.” I think the key to a verification visit and verification program,
its effectiveness, is ensuring that it is well-targeted—that 1t is stra-
tegic in nature.

It is not necessarily to say that it should not grow, but we want
to make sure we have the proper foundation, the proper strategic
framework in place and then build from there.

Mr. KiNG. Thank you, Director. And watching this clock, I really
had one more subject I would like to get to, if the Chair would in-
dulge me?

Ms. LOFGREN. Yes, please extend additional minutes to the gen-
tleman.

Mr. KiNG. Thank you, Madam Chair. I was anxious to get down
to the E-Verify component of this, and I am curious as to what you
might like to tell this panel. I am seeing progress in E-Verify. I am
seeing that the accuracy of it goes up, if I remember from your
written testimony, 96 percent accuracy or 90.

What I am interested is if there is an effort to work in coopera-
tion with the Social Security Administration and identify the dupli-
cate or the multiple use of Social Security numbers. And if you
could tell us also, in the same response from a time perspective,
what you are able to do with digital photographs attached to the
E-Verify records to provide a visual biometric, just to give us a
sense of what is going on there with E-Verify.

Mr. MAYORKAS. Thank you very much, Congressman. You cor-
rectly cite to my written testimony with respect to the improved ac-
curacy rate of the E-Verify program, a critical tool in ensuring the
lawfulness of the workplace.

We have worked with not only the Social Security Administra-
tion but other departments within the Administration to increase
use of biometric information to further improve the accuracy of the
E-Verify program.

We use photographs from the Department of Homeland Security
database, US-Visit and we will soon be utilizing passport photo-
graphs from the Department of State by way of example.

Mr. KING. Driver’s licenses?

Mr. MAYORKAS. We do not yet have that full functionality across
the country. We hope to achieve that over time.

Mr. KING. Thank you, Madam Chair, thank you, Director. I yield
the witness.

Ms. LOFGREN. The gentleman’s time has expired.

I turn now to the gentleman from Illinois, Mr. Gutierrez.

Mr. GUTIERREZ. Thank you, Madam Chairwoman, pleasure to
have you all here before us. Just following up on the gentleman
from Iowa’s question, if 100 people showed up and underwent E-



66

Verify and they were all undocumented, that is to say they were
unqualified to work, they weren’t authorized to work, how many of
them would ultimately be verified and given a clearance to con-
tinue working?

Mr. MAYORKAS. Congressman, the Westat study that has re-
ceived——

Mr. GUTIERREZ. The Westat study that you paid to have done?

Mr. MAYORKAS. Correct.

Mr. GUTIERREZ. Okay.

Mr. MAYORKAS. The Westat study that has been discussed at
considerable amount in recent days reported—putting aside, if I
may, the statistical standard deviation for error rate in its method-
ology—indicated that the E-Verify program would accurately cap-
ture the unauthorized workers that perpetrated, that are sought to
perpetrate identity fraud 46 percent of the time.

Mr. GUTIERREZ. Okay. So 54 percent of the time it doesn’t do it.
So 54 out of every 100 people—so if I were to go to

Mr. MAYORKAS. I am sorry, I reversed it. I think it is 54 percent
of the time.

Mr. GUTIERREZ. Great. You know, let us not split hairs here. One
hundred people, all of them undocumented, decide I am fearless, E-
Verify is here to rein me in. I am going to go through the process
if E-Verify. The fact is half of them, if they do it on Friday show
up to work on Monday, all good, ready to go like nothing happened.
That is how great the E-Verify system is.

Let me just go on to other questions. Have you encountered Mus-
lim Islamic buildup that would threaten this country within the re-
ligious visa program?

Mr. MAYORKAS. Within the religious worker program?

Mr. GUTIERREZ. Yes, religious worker with your visa program.

Mr. MAYORKAS. Congressman, that is a question to which I do
not have the answer today.

Mr. GUTIERREZ. Well, you should look into it because there have
been allegations made before this Committee in the past about just
such a situation which, of course, we can’t turn a blind eye to. We
should look into those allegations, and if they are false we should
certainly state that they are false.

Let me ask, everyone has to pay for the citizenship processing fee
and the fee must include all of the salaries and all of the expenses
of your agency. Those fees must cover all of that, is that correct?

Mr. MAYORKAS. For those who are required to pay a fee, the cost
does include agency overhead.

Mr. GUTIERREZ. Okay. So they pay for it. There is no government
assistance here or government, well, funded process here, right?

Mr. MAYORKAS. There are certain groups of people that as a mat-
ter of policy Congress has determined would not have to pay.

Mr. GUTIERREZ. And who are they?

Mr. MAYORKAS. For example, to a limited extent, refugees and
asylees. For the fiscal year 2011 budget we have sought a greater
appropriation to further relieve that disadvantaged group from
paying a fee that they can ill afford.

We also have a fee waiver program that does assess the inability
to pay, and it does seek to extend a benefit to an individual that
might not otherwise be able to afford it.
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Mr. GUTIERREZ. Let me—but in that sense, you are a fee-driven
agency.

Mr. MAYORKAS. We are.

Mr. GUTIERREZ. Thank you. I should have just asked the ques-
tion that way. But there are people that don’t pay. So the people
that do pay subsidize the ones that don’t, right?

Mr. MAYORKAS. Yes.

Mr. GUTIERREZ. Like if you are a soldier——

Mr. MAYORKAS. Yes.

Mr. GUTIERREZ. Right. If you are a soldier, you don’t have to
pay——

Mr. MAYORKAS. Unless there is an appropriate

Mr. GUTIERREZ [continuing]. Right? You are an asylee you don’t
have to pay. But the other ones have to pay because when that sol-
dier gets processed, the American taxpayer doesn’t help defray the
cost of his citizenship application. The other people that participate
in your citizenship program defray the costs and subsidize the
costs, is that accurate?

Mr. MAYORKAS. Yes.

Mr. GUTIERREZ. Good. You see because I would be happy to help
defray the cost of that soldier.

May I ask for an additional minute?

Ms. LOFGREN. Without objection, the gentleman is authorized for
an additional minute.

Mr. GUTIERREZ. Yes. Again, I would be happy to pay. I am sure
they are, too. But as the fees continue to mount and to mount and
to mount I think we have a responsibility to those soldiers. We
have a responsibility to those asylees. And I would just like to state
a quote and see if you agree with this quote.

“I have always pledged to be your partner as we work to fix our
immigration system and that is a commitment that I reaffirm
today. Nobody knows the cost of inaction better than you. You see
it in the families that are torn apart and the small business owners
who tried to do the right thing, while others gamed the system.
You see it in the workers who deserve the protection of our laws
and the officers who struggle to keep our communities safe while
earning the trust of those that serve.”

That was your boss, President Barack Obama. Your boss also
said when he was a U.S. Senator and introduced legislation jointly
with this Member—I got to stay in the House. I didn’t get the pro-
motion.

But before he went on to the White House, and you should seri-
ously look at it, not having everybody defray the costs of others,
and making sure that we are all there. So I hope you take a look
at that legislation.

Mr. MAYORKAS. Thank you very much, Congressman.

Mr. GUTIERREZ. Thank you, sir.

Ms. LOFGREN. The gentleman’s time has expired.

The gentlelady from California, Ms. Sanchez is now recognized.

Ms. SANCHEZ. Thank you, Madam Chair. I appreciate that
USCIS has looked for cost cutting measures and is implementing
them before raising fees again or requesting additional appropria-
tions. And you mentioned in your testimony that USCIS has identi-
fied cuts to the tune of about $170 million. Is that correct?
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Mr. MAYORKAS. That is the approximate amount under way.

Ms. SANCHEZ. Okay. Can you give me an overview of what those
budget cuts would consist of?

Mr. MAYORKAS. If I can, Madam Congresswoman, give you some
examples. We have reduced our allocated workforce by over 300
people. We have reduced overtime by approximately 90 percent. We
have cut travel costs. We have centralized our training programs.
Those would be just a few examples that come immediately to
mind.

Ms. SANCHEZ. Okay. So with respect to the staffing issues, if I
am hearing you correctly that there are some staff that, what, are
going to be let go or their hours cut or—clearly the overtime is
cut—

Mr. MAYORKAS. I am sorry. We have reduced the contractor’s
staff by, I believe, approximately 200 spots or perhaps more.

Ms. SANCHEZ. Have [——

Mr. MAYORKAS. We have not filled—

Ms. SANCHEZ [continuing]. I am sorry to interrupt you but the
contractor spots are those being filled by in-house hires or they are
just being eliminated?

Mr. MAYORKAS. They are being eliminated. We are not filling cer-
tain Federal vacancies.

Ms. SANCHEZ. My concern is that it is admirable that you are
trying to cut costs before you raise fees because we certainly don’t
want to see people priced out of the American dream. But on the
other hand when you are cutting positions and a lot of the case-
work that we see in my district office suggests that the backlogs
that currently exist are lengthy, and in fact in some cases, kind of
ridiculous.

My fear is that now you want to cut costs but then services will
also be cut and the wait times may become even longer. Have you
considered that fully?

Mr. MAYORKAS. We most certainly have, and I appreciate the
question and I appreciate the concern. It is our intention, and I
should be held accountable to this, that the cuts that we have
made will not impose upon the quality of the service. We hope to
and are focused upon achieving greater efficiencies to ensure that
our level of service remains high and hopefully, in fact, improves
despite the economic challenges we face.

To not make the reductions in force, to not undertake the cost
saving measures that we have, would perhaps lead to an even more
difficult conversation with those who are very concerned about the
accessibility of immigration benefits to those who seek them and
who are financially challenged.

Ms. SANCHEZ. Okay. Do you still expect completion of non-immi-
grant services under the transformation model by October of 2012?
Or is that

Mr. MAYORKAS. Yes. Yes, we do. And we actually anticipate in
fiscal year 2011 the first stage of making certain non-immigrant
visas available in the transformed environment. In 2012 we antici-
pate launching all capabilities of non-immigrant benefit types.

Ms. SANCHEZ. Okay. And you expect that that will happen. I am
interested in knowing since the system is fee-based, the number of
people in the system or utilizing the system and the fees that they
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pay sort of affect the services that everybody receives. Is that not
correct to some degree?

Mr. MAYORKAS. The fees that people—yes. Yes.

Ms. SANCHEZ. Okay. So if, for example, there is a dramatic de-
cline in the number of people who apply that would affect your bot-
tom line and your ability to service the people that are currently
in the pipeline. Is that not correct?

Mr. MAYORKAS. It is precisely what we have endured in 2009 and
are enduring now, which is a decline in the number of applications
and therefore corresponding revenue.

Ms. SANCHEZ. I mean, is there any modeling that you do or any
way that you can predict what the number of applicants will be for
any given year or are you just sort of subject to the whims of those
who apply or don’t apply? And I would ask unanimous consent for
an additional minute?

Ms. LOFGREN. Could you take 30 seconds because we have two
more——

Ms. SANCHEZ. Thirty seconds.

Ms. LOFGREN [continuing]. More Members before

Ms. SANCHEZ. Certainly. Certainly.

Mr. MAYORKAS. We worked very hard to forecast anticipated
workloads in the agency realignment that we performed. But sev-
eral months ago one of the things that we did was create an Office
of Performance and Quality.

One of the functions of that office is indeed to engage with our
Chief Financial Officer and other personnel projections of antici-
pated workload. So we do not leave it to whim. We do the best we
can.

Ms. SANCHEZ. Okay. I realize you have a daunting task, but
again, I am going to make the plea that raising those fees really
does price people out of the system and at the same time there is
a huge concern with—I know you want to cut costs.

But cutting service and potentially causing those that are wait-
ing in line patiently and have been even further delays is a tre-
mendous concern because Members of Congress deal with that on
the case work end. And with that I will thank the Chairwoman and
yield back.

Ms. LOFGREN. Gentlelady’s time has expired.

Ms. Chu has been here from the beginning of the hearing and
is now recognized for 5 minutes.

Ms. CHU. Thank you, Madam Chair. I have great concerns about
this increase in the fee, and I saw that there has been an increase
that is far above the cost of living and inflation, from $90 in 1991
to $675 in 2007. And now you are proposing to increase the fees
even more.

To me it amounts to a poll tax because here we are encouraging
people to participate in the American system as fully as possible
in the, you know, in the days when we were encouraging people to
vote the poll tax became an impediment. And here having this high
fee for the citizenship application is even more of an impediment
for them to become a citizen.

So let me ask this. I know that we have the relief of the fee for
military members and asylees and refugees and that in fact it has
been determined that there is a $72 surcharge to recover the costs
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associated with asylum and refugee services. In reality, you are
putting the burden on all the applicants to pay for that surcharge,
correct?

Mr. MAYORKAS. Yes, but that would be absent the appropriation
that we obtained in fiscal year 2010 and what we are seeking in
additional appropriated funds in fiscal year 2011 to relieve other
fee-paying customers of the surcharge so that we can afford to serv-
ice the refugee and asylee community.

Ms. CHU. Well, actually I have a question about that because last
year the President requested $206 million to fund this processing
but Congress only appropriated $55 million. So it didn’t cover the
cost of it.

Mr. MAYORKAS. And we have requested a greater appropriation
for fiscal year 2011 to indeed cover that gap.

Ms. CHU. What was the actual cost in 2009?

Mr. MAYORKAS. I am sorry?

Ms. CHU. What was the actual cost in 2009 for that processing?

Mr. MAYORKAS. Congresswoman, I would have to get back to you
on the precise cost.

Ms. CHU. And what is it that you are requesting for 2011?

Mr. MAYORKAS. I believe it is just over $200 million.

Ms. CHU. And would that cover that cost 100 percent?

Mr. MAYORKAS. I believe it would.

Ms. CHU. I certainly would encourage us to fund that and not
put that burden on the rest of the persons who are trying become
U.S. citizens. The other issue I have that I hear from advocacy or-
ganizations is that in past the fee review process has been a closed
process with little transparency.

And it has been a mystery to many who could foresee some
things. For instance, who could foresee that there would be a surge
of applications before the last fee increase? And yet, it seems like
there was little readiness to deal with it at the time.

So what could be done this time to make the process more trans-
parent and to make sure that there is more community and con-
gressional input with regard to the fee increase this time?

Mr. MAYORKAS. I appreciate that question a great deal, Con-
gresswoman, and if I may speak to an example of what already has
been done. When I arrived at the agency and first learned that
there was even a prospect of a fee increase, ever mindful of what
the communities endured with the 2007 fee increase, I traveled
around the country and met with community groups and commu-
nity stakeholders to inform them of the potential.

I wanted to inform them of the issues that our agency was con-
fronting with respect to its financial challenges and the different
possibilities that were before us in terms of addressing those finan-
cial challenges. And so I met with the communities in Chicago, in
Los Angeles, in New York, in Texas and elsewhere.

And so one thing that we have most certainly achieved in terms
of the four pillars of which I spoke at the outset, was greater trans-
parency. I believe we have made tremendous strides with respect
to all four pillars.

One that is, I think, receiving tremendous public accolades is, in
fact, our increased transparency. We stood up in September of
2009, but 1 month after I first arrived, an Office of Public Engage-



71

ment that is dedicated to engaging with our stakeholders in the
most encompassing sense to inform them of the challenges that we
have and to capture the issues and concerns that they have with
respect to our performance, our past performance and our future.

Ms. LOFGREN. Gentlelady’s time has expired. We have 5 minutes
left on the clock. Mr. King has indicated he has gone to vote, which
is reasonable.

I would now recognize our colleague, Ms. Jackson Lee for up to
5 minutes, but we don’t want to miss this vote. So

Ms. JACKSON LEE. Let me thank the witnesses and pointedly will
focus my questions and points on two areas. This past weekend we
witnessed an amazing exhibition of, I think, hundreds of thou-
sands—it was represented to be a hundred thousand plus, who
came to ask the question about comprehensive immigration reform?

The Federal Government will be a key player in the work of this
Congress and so my question is to the Director Mayorkas about the
preparedness of your agency for the possible passage of comprehen-
sive immigration reform?

And then to Frank Deffer on this question of the transforming
the system to electronic. I cannot imagine if we pass comprehensive
immigration reform what a paper system will do, so preparedness
and this whole idea of a pilot. I think we will pilot ourselves into
the 22nd century and when are we going to find the wherewithal
to do electronic records, to the director and then to Mr. Deffer?

Mr. MAYORKAS. Madam Congresswoman, many of the efficiencies
that we have engineered and implemented in our agency will serve
us well in terms of our preparedness should comprehensive immi-
gration reform pass and should the reform that passes include a
path to legalization for the approximately 11 million undocumented
individuals in this country.

Interestingly, the challenges that confronted us in the context of
the tragic January 12th earthquake in Haiti presented a dry run,
if you will, as to how we respond to a previously unforeseen volume
of work on an emergency basis. And I think it is a testament to
the engineered and implemented efficiencies that we had put in
{)lace that we were so ably and, frankly, nobly to address that chal-
enge.

We as an agency will be able to implement comprehensive immi-
gration reform.

Ms. JACKSON LEE. Mr. Deffer?

Mr. DEFFER. Congresswoman, thank you for that question. It is
actually one of the reasons we started looking at USCIS 5 years
ago is we were concerned that immigration reform would in effect
place 12 million more people into the system. And it was clear to
us in 2005 that the systems and the processes could not handle. It
would be overwhelmed.

And in fact, since then USCIS constantly has been serving this
cycle of we have a backlog. Let us get money and get rid of the
backlog. And so in effect adding 12 million more people to the sys-
tem would be the, you know, the mother of all backlogs.

And clearly to us the systems could not handle it now. It is the
reason transformation has to address those processes, the under-
lying inefficient processes and get systems in place that can get rid
of the paper. But it is going to take a few years.
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So it is something for Congress to consider that when they imple-
ment this they don’t have a date that is too soon because it is going
to take a while to get these systems that are properly tested and
they meet requirement and they do the job in place. Thank you.

Ms. JACKSON LEE. Madam Chair, let me thank you very much.
Obviously follow-up questions are warranted.

Ms. LOFGREN. That is absolutely right.

Ms. JACKSON LEE. But I will engage with both of you to really
probe and I hope that—well, let me just do this. Let me ask a ques-
tion on the record. If you could provide this Committee with a de-
tailed analysis of the question, meaning here is what we have done
in terms of the preparation for the 12 million, I would appreciate
a response in writing. Thank you. I yield.

[The information referred to follows:]

1.5, Bepartment of Homeland Securisy:
Citizenship and Immigration Services
Office of Legislative Affairs (2150)
‘Washington, DC 20329-2150

U.S. Citizenship
and [mmigration
Services

Response of U.S. Citizenship and Immigration Services (USC1S) Director Mayorkas for the
March 23 hearing record before the House Subcommittee on Immigration:

As 1 stated before the Senate Judiciary Committee on May 11, USCIS will be prepared to
implement comprehensive immigration reform when the legislation passes Congress. At USCIS,
what we have done each and every day is to review our processes and develop greater efficiencies.
These efficiencies will serve us in the implementation of any reform legislation that is passed by the
Congress. For example, since I became the Director, I have realigned the Agency’s organizational
structure to reflect our priorities and more efficiently and effectively achieve our mission. 1 created
a Fraud Detection and National Security Directorate focused on preventing, detecting, combating
and deterring threats to our public safety and fraud in our immigration system. Our Office of Public
Engagement is working to ensure we develop and solidify our partnership with the public we serve
Our Customer Service Directorate is developing new ways to communicate with and serve the
public.

We will require funding to implement a congressional plan should the plan include a path to
legalization for the reported more than 10 million undocumented people already in this country.
We will need the opportunity of funding and the time to implement whatever plan the Congress
approves. 1say with confidence that, as an Agency, USCIS will be ready to implement
comprehensive immigration reform legislation.
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Ms. LOFGREN. An excellent question and I would—the gentlelady
yields back. I would like to thank all the Members and the wit-
nesses, each of you. It has been very helpful. Without objection
Members will have 5 legislative days to submit any additional writ-
ten questions to you which we will forward and ask that you an-
swer éals promptly as you can so that they can be made part of the
record.

Without objection the record will remain open for 5 legislative
days for the submission of any other material. And we thank you
again, and the hearing is adjourned.

Mr. MAYORKAS. Thank you very much.

[Whereupon, at 4:13 p.m., the Subcommittee was adjourned.]
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