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Chairman Towns, Ranking Member Issa, and Membetiseo€Eommittee, thank you for
the opportunity to testify before you today on Payiwvania’s use of American Recovery &
Reinvestment Act funding. | am particularly gratebr your role in providing the American
people with this necessary stimulus package angdor dedication to overseeing its successful
implementation.

Pennsylvanians will receive approximately $16 oillfrom the Recovery Act. This
includes billions of dollars in direct relief foeRnsylvania taxpayers — including over $1.7
billion this year alone from tax relief to individls and over $750 million in additional food
stamps in the next two years — as well as appraeim&9.9 billion in formula-driven funding
for health care, education, infrastructure, jolnirag, energy independence, housing and other
aid. As Pennsylvania’s Governor, | am deeply cottadito the effective deployment of these
crucial resources, and from Day 1 have put in ptastems to ensure transparency, integrity and
accountability of all Recovery funds.

Before | describe the structure and strategiesave implemented to prevent waste,
fraud and abuse, let me provide you with some fgbtd on how we are already putting
stimulus funding to work creating jobs and streegihg Pennsylvania communities:

e Transportation Funding: In March, we announced the list of $1 billion iglway and
bridge infrastructure projects that were selectgtbbal officials to receive stimulus
funds, and the federal government has already atielig$720 million for these projects —
including $315 million in Economically Distressede&s. Bids are coming in an average
of 15% lower than we expected, and | am particylpitased that to date we have
awarded 162 Recovery contracts worth more than &dbi@n, out of a planned 242
total contracts, and started work on 131 projemtisling about $300 million. | anticipate
that all of our original stimulus-funded transptida projects will have bids opened by
Labor Day and by that date work will have beguraarestimated 70%. Every billion
dollars of transportation investment is estimatedreate 30,000 direct and indirect jobs,
so it is particularly important to inject theseoesces into the economy as quickly as
possible. | also want to emphasize that fedenmalustis funds are supplementing, not
supplanting, our previously planned state spendhmgcombined investment totals close
to $3 billion — by far the most highway and bridgerk ever produced in a single year in
Pennsylvania. In fact, just this year, Pennsyladras begun work on 540 out of 5,900
structurally deficient bridges — 470 of these aoenf our own bridge program and 70 are
funded from the federal stimulus.

As one Western Pennsylvania contractor told hialloewspaper: “The stimulus money
is starting to flow, and it has meant a great tiedéihe contracting industry. It also means
a lot to the general public because of the crisas$ Wwe currently have with all of our



infrastructure, particularly transportation infrastture — the roads and the bridges.... It
is allowing contractors to put people to work thdbn’'t know would otherwise be
working if it wasn't for the stimulus money.”

In addition, Pennsylvania is focused on doingghti— not just fast. That means
following a “fix it first” policy, which avoids smawl and also has the most immediate job
creation impact. A recent report by Smart Growthekica found that Pennsylvania’s
commitment to upgrading existing highways with stios funds — as opposed to

building new ones — ranks .4est among all the states.

» Water and Sewer Infrastructure Upgrades:Recovery funding is making it possible to
upgrade water systems across the Commonwealthhwhparticularly important as a
recent study found that Pennsylvania’s drinking aadtewater systems face $36.5
billion in capital repairs and upgrades over thet 28 years. We announced $114
million in Recovery funding to upgrade water systam26 counties in April, and next
week more than half of that work is scheduled tgile with the balance starting on
October 1. The final $106 million in water and veagater stimulus funding will be
awarded to projects before the end of this month.

* Energy IndependenceThe Recovery Act's energy-related investments spe@ally
powerful because of their dual impact: creatingsjahd spurring innovation in the
emerging alternative energy sector, while reduciagnation’s demand for non-
renewable energy and foreign oil. Pennsylvaniarstied its State Energy Plan to the
federal government on May 12, and the first 10%uwfallocation has been released to
the state and is already allocated to nine cutithge alternative energy projects.

We are also hard at work ratcheting up local cdapaciorder to maximize the $253
million in Weatherization funding that Pennsylvaniél receive — enough to weatherize
over 25,000 homes. This allocation represents-éofdl increase in the Weatherization
resources that Pennsylvania typically draws dowd,wae are taking advantage of this
opportunity to revamp our entire Weatherizationgoam so that it is performance-based
on energy savings and better targeted to low-in¢dmgh-energy use eligible
households.

Here’s how one Weatherization leader from Lycon@aynty described the impact: “In
my opinion, this really is a good way to make thets®ulus dollars work. There will be
job creation, subcontracting and materials purchd$e beauty of it, too, is that we will
be helping a lot of people reduce their energyscbst

The successful implementation of these and otheoWey programs demands vigilance
from all levels of government on behalf of the taygrs we serve.

Strong Oversight and Accountability

Preventing waste, fraud and abuse starts wittfaotiee structure for oversight and
accountability. Pennsylvania’s oversight structtwasists of the following key elements:



Chief Implementation Officer: General Services Secretary James Creedon is s&wing
the Chief Implementation Officer for the RecovergtAn Pennsylvania. Secretary
Creedon has extensive experience in infrastru@ndein the contracting process, and he
is responsible for overseeing the implementatidoresf of all state agencies and of
eliminating any bureaucratic hurdles to efficieaptbyment of stimulus resources.

Chief Accountability Officer: To spearhead our accountability efforts, we reeduthe
esteemed business leader Ronald Naples, who noesttheran the Quaker Chemical
Corporation. Mr. Naples works across state agertoiensure that appropriate
programmatic, selection criteria, outcome measanesfinancial structures are in place,
and to lead our efforts to report to the federalegoment and the public on our use of
Recovery funds.

Stimulus Oversight Commission:Mr. Naples also serves as the Chairperson of the no
partisan Stimulus Oversight Commission that | dsthbd to provide Congressional,
state legislative, private sector, labor and nasfipleaders with a prominent role in
furthering our efforts to effectively implement tRecovery Act. The Commission
includes 11 members in addition to Chairman NaptesSecretary Creedon: one from
each legislative caucus in our state General AsBemibe appointed by each United
States Senator; one appointed by each caucus afroted States House of
Representatives delegation; and three at-largeseptatives from the AFL-CIO, the
United Way of Pennsylvania and the Pennsylvanianties of Business & Industry. The
Commission meets regularly to monitor our progeess provide input on
implementation strategies. Its meetings are plybdidvertised and open to the press and
public, and videos of the Commission meetings dbagdranscripts and all briefings
materials are posted on our public Recovery Web sit

Management Committee:The operational side of Pennsylvania’s stimulus
implementation is furthered through a Managememh@dtee of 8 Cabinet and Deputy
Secretary-level staff who meet weekly to discussl@mentation, financial oversight,
accountability and federal reporting. This grolgpaegularly updates legislative staff
and legislative standing committees with oversmldr impacted program areas.

These formal structures are supplemented by additiwwork groups that cross all

involved agencies in order to align informationhbeclogy, financial control and audit, federal
reporting, grant processes and other Recoverywuitions.

Promoting Transparency and Public Engagement

It is essential that Americans have confidenosunadministration of the stimulus, and

transparency is a prerequisite to achieving that god to ensuring that these resources are
appropriately invested in the public interest.

We intend to use federal reporting requirement starting point to make regular public

reports to the Commonwealth that include inforntato the status of our expenditures and —
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even more importantly — how Recovery funds are ttipg Pennsylvanians. Job creation and
retention are certainly the most important measumeswe also have a responsibility to illustrate
how stimulus resources are furthering the PresidedtCongress’s goals of moving towards
energy independence, improving education and madeghhealth care. And in addition to
meeting our federal reporting requirements, | Hag&ed the Chief Accountability Officer with
developing additional performance measures thapoavide meaningful information to our
citizens, which we plan to make easily accessibmple and direct terms.

Ouir first order of business following passagehef Recovery Act was to establish a
dedicated website — www.Recovery.PA.gov — to prewadr citizens with up-to-date information
on all stimulus spending decisions and a way ttktevery stimulus dollar. In fact, our Web site
was highlighted as a case study in a recent editiéiederal Computer Week magazine.

Through the Recovery Web site, taxpayers can seentiech funding we are receiving
and for what purpose, how those funds are beind, @& what the impact is for the state as a
whole and for their own town or county. Visitorg also able to see how they can provide
public input into each of the major grant streaassyell as to report waste, fraud and abuse.

Since it is the furthest along, transportationding is the best example of our
commitment to transparency. As you can see imttahment to my testimony, our Web site
provides the status of each project, the numbgs that will be created, estimated start and
completion dates, the cost, the contractors whewselected through the bidding process, and
even a map of the location and before-and-aftetqgunaphs.

Another important strategy for promoting transpase public involvement and proper
use of funds is to engage stakeholders throughuiarstructures — such as Pennsylvania’s
municipal planning organizations (MPOs) and rutahping organizations (RPOs) — as well as
informal means, like posting draft guidelines oa Web site and seeking public comment.

As we speak, our plan to put energy funds to us@ i®r public comment before we
issue a planned Request for Proposals — just asdwegith Weatherization funding and school
cafeteria equipment grants. We also posted deaftions of our $1.9 billion State Fiscal
Stabilization Fund application before formally sutiimg it to the U.S. Department of Education
on June 26.

Ensuring Financial Integrity

Pennsylvania’s existing financial control and dingi systems manage the $61.5 billion
in state, federal and special funds that make efCtbmmonwealth’s total budget. These strong
and well-tested internal controls are being appitedrovide the necessary preventive oversight
for avoiding waste, fraud and abuse with regam@e&oovery funds. In addition, we have
supplemented our existing systems to meet new nemgents under the stimulus — particularly
with regard to reporting requirements and manatiegoles of sub-grantees.

Our financial controls accomplish all of the safegls that we would expect of a large
government entity, including:



» Specific accounting codes that track stimulus funds

» Central control of the accounting system accomphbiesegregation of duties at all
levels and in all agencies;

» Competitive bidding, reporting requirements and sisits to ensure funds are spent
appropriately;

* Pre-audit functions that make certain the necessacymentation is in place before
payments are initiated, and separate checks bp&yments are subsequently processed;

» A state Inspector General who investigates remrtgaste, fraud and abuse; and

* Independent auditing by a public accounting firm.

Pennsylvania’s current programmatic strategieseoent and detect waste, fraud and
abuse prepare us to appropriately administer Regdurds, as evidenced by two of our largest
stimulus funding streams: the increase in the Fadéedical Assistance Percentage (FMAP)
and the transportation funding described earlier.

Our Medical Assistance claims management systeledc&®ROMISe,” currently
verifies, calculates and creates payment requestadre than $16 billion a year. We check
extensive citizenship, financial and criminal apgiit information for everyone who applies for
Medical Assistance in order to combat fraud, ardRROMISe system then uses its built-in
controls to verify eligibility and health care béitebefore allowing any payment. Additional
data mining flags potential fraud in order to avaiuise.

With regard to transportation funding, Pennsylvasiasing the same well-established
contract award process for stimulus funding as avéodall other funds. Our process requires
that contractors pre-qualify based on successWigweof their audited financial statement,
organization and experience statement, and affivearction statement. Only after a contractor
pre-qualifies can the firm bid on contracts. Bidglopportunities are publicly advertised online,
and prospective contractors have the opportunigldotronically submit their bids. Our
Department of Transportation then reviews the bitts makes an award to the lowest
responsible bidder. Once a project begins, ingpgceview construction throughout the
building process, and contractors cannot subrmatjaest for payment until each phase is
inspected. Actual payment requires multiple chdoksupporting documentation and
compliance with contract conditions. This processures accuracy, transparency and quality.

Implementation of a number of stimulus programg seifjuire extensive use of sub-
grantees, and Pennsylvania is strengthening il requirements to match its new
expectations for these entities. For exampley#st expansion of the Weatherization program
will stretch the capacity of existing community agees. As part of our allocation process for
Weatherization funds, Pennsylvania is implementiey specifications for the separation of
financial and programmatic functions at each agemd/the first-ever mandatory filing of
financial disclosure and conflict of interest staémts by agency board members. In education,
we are seeking the assistance of an independettingutm or entity with similar financial
experience to perform pre-expenditure reviews hbstdistricts’ investment plans. This
technical review will ensure that taxpayers aréiggthe most for their money, while
simultaneously streamlining financial reporting $zhool districts.



Pennsylvania has also conducted a detailed rsésament of our major stimulus-funded
programs to determine where we need to focus thet attention to avoid abuse. Our review
used criteria provided by the Office of Managensmd Budget, as well as our own Budget
Office. It examined 90 stimulus-funded progranmg] hased on agency interviews, previous
audit results and our experience within some dadelrograms, identified 15 programs that will
receive a high level of oversight as Recovery fusgsdeployed.

Our approach to these 15 programs will be baseshoh one’s unique characteristics and
needs. For example, in programs like highway fugdind water infrastructure where our
Budget Office already conducts audits, we will siyrgdd additional audit procedures to test the
Davis-Bacon and the Buy America requirements ofstiraulus. For newer programs that have
not been audited before, we will conduct auditadoordance with OMB guidelines and, for
those where prior audits have indicated challetiggishave been corrected in the past, we will
focus our auditing on the areas where problemsiquely occurred to be sure that our programs
are stronger.

Our Budget Office will also assist agencies witli-assessments on these targeted
programs to help managers identify where poternigks can occur as well as ways to protect
against fraud, waste and abuse. In addition, we hampleted a gap analysis on our project
management systems, particularly as it relateahegsantees, and have begun to implement
improvements as necessary.

As the GAO report being released today statesafiBgvania has taken steps to track
Recovery Act funds and assess risks.” These pseseme working, and | am committed to
ensuring the integrity of Recovery funds on bebathe Commonwealth’s taxpayers.

National Governors Association Recommendations

It is a privilege to be here this morning with @owvors Patrick and O’Malley and to learn
from their experiences in implementing the Recovaeri, | also have the honor of leading the
National Governors Association, and | would likestare with you what | am hearing from
some of our colleagues across the nation.

In addition to our gratitude to the President @ahgress for enacting this legislation, we
are pleased that the Administration, individualragges and OMB have provided a substantial
amount of guidance and cooperation, and that fanel§lowing to the states. We have a deep
respect for the oversight responsibilities of bBtingress and the Administration.

As we move forward together to ensure the sucekssplementation of the stimulus
package, the National Governors Association hagpdetha few recommendations, which the
organization is releasing this morning to coincidth this hearing:

» Coordinate and streamline reporting requirements ail oversight: Congress and the
Administration should share information and devedopmnmon definitions to the greatest
extent possible to make state reporting easienzoré usable. National and regional



oversight activities also should be coordinatedvoid duplication and minimize the
impact on limited state resources.

* Provide resources for accountability and transpareny: OMB efforts to allow states to
use up to 0.5 percent of Recovery funds for adrmatisn are helpful, but in the
experience of some Governors it is not sufficierddequately support state oversight
and accountability efforts.

» Allow time for planning: The Recovery Act’s objective of spending mone\cklyi
must be tempered with the objective of spendingdg®r dollars wisely. Congress and
the Administration should provide states flexilgilib organize and plan after federal
rules are finalized to ensure proper handling amatip/-setting at the state level. States
especially need time to plan and executddog-term growth in health IT, broadband,
high speed rail, R&D, and alternative energy andrsmrid. The focus of these five
programs is different from short-run stimulus pags and thus effective and efficient
planning, as opposed to accelerating spending|dth@uithe priority.

» Communicate with and through Governor’s Offices:The Recovery Act provides
states and Governors with central responsibilityulsing and administering federal
recovery funds. Federal officials should ensuet the Governor’s Office is kept
informed of the federal spending and activitieg tixur in a state. Governors must also
have access to all reporting information on bottaasactional and aggregate basis to
ensure accurate, consistent and quality reportirgenditure and job creation data.

Thank you again for the opportunity to appear kefau today. Our shared commitment
to preventing waste, fraud and abuse will providelie confidence in these vital Recovery
funds and — most importantly — maximize the usevefry stimulus dollar in growing our
economy and advancing our long-term economic piesti



Pennsylvania is Committed to Transparency and Taxpger Accountability
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Pleasant Gap Resurfacing

Resurfacing, Shoulder Rehahilitation and Drainage and Guiderail
Upgrades to State Route 26 from State Route 144 to State Route
64 and State Foute 64 from State Route 26 to State Route S50 in
Pleasant

Counties
Centre

Municipalities

Benner, Spring, Walker

Project Schedule

Construction Start Date
20089-04-08

Estimated Complete Date
2002-08-21

Estimated Total Funding Amount
+3,000,000

Funding Recipient(s)

Glenn O, Hawhaker, Inc,
Arnovnt!

£2,784,026 (ARRA)

Inspection

Michael Baker Ir., Inc,

Arnount

£162,851 (ARRA)

Estimated Jobs Created/Retained
26

Primary State Route
26
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