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-—— The Recovery Act ot 2009 Accoy _gbility Objectives

The Recovery Act requires a combination of speed, transparency,
accountability, efficiency, and effectiveness.

|
o Funds are awarded and distributed in a prompt, fair, and reasonable manner;

o The recipients and uses of all funds are transparent to the public, and the public
benefits of these funds are reported clearly, accurately, and in a timely manner;

o Funds are used for authorized purposes and instances of fraud, waste, error, and abuse
are mitigated;

o Projects funded under this Act avoid unnecessary delays and cost overruns; and

o Program goals are achieved, including specific program outcomes and improved results
on broader economic indicators.

Source: KPMG IT Strategy & Performance
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Potential Investment Areas

Aid to Poor and Unemployed/Direct Cash Payments

Unemployment Insurance, Food Stamp Benefits,
Temporary Welfare Payments, Home Heating Subsidies,
Community Action Agencies, Supplemental Security
Income, Child Care Services, Employment Services

Examples of VA
Agencies

DSS, VEC

Non-Profits

Potential Further Allocations

Healthcare

For-Profit
Contractors

Direct
Payments to
Citizens

Infrastructure

Transportation Projects, Public Infrastructures, Rail and
Mass Transit Projects, Public Housing Improvements,
Clean and Drinking Water Projects

DOT, DRPT, DEQ, VRA,
VDH-ODW, VHDA, DHCD

Healthcare

COBRA, Medicaid, Modernize Health Information
Technology Systems, Preventative Care, Community
Health Centers, Avian Flu, AIDS, STDs, TB, Health
Research and Construction of NIH Facilities

DMAS, DMHMRSAS,
VDH, GOSAP

Education

State Relief to Prevent Cuts in Education Aid and Provide
Block Grants, School Modernization, Pell Grant, Head
Start, Special Education and No Child Left Behind

DOE, SCHEV, VCCS

Energy

Energy Efficiency and Renewable Energy Programs,
“Smart Electricity Grid”, Fossil Fuel R&D, Renewable
Energy Projects, Advanced Battery Systems,
Weatherization

DMME

Law Enforcement and Homeland Security

Grants to State and Local Law Enforcement to Hire
Officers and Purchase Equipment

VSP, VADOC, VDEM
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Whereis Virgi

The bill targets investments in the following areas

Breakdown of targeted investment — $ 4.9 billion*

Financial Public Safety

Commerce and 4% 1%

Trade

0,
6% Natural Reources

2%

Health and Human

_ 38%
Transportation

17%

/

Education
32%

* Information is based on information from the Commonwealth’s Stimulus.Virginia.gov website
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Whereis Virgi

Health and Human Services Education

Health and Human Services Dislocated Wioders

Education for Homeless

CCDF Childeare ||
Child Support Enforcement |

Community Development Block Grant - Entitlement Fiseal Stabilization - Higher Education
Community Development Blodk Grant - Men-Entitlement

Community Service for Qlder Americans
Community Senices Block Grant

Educational Technology

Fizcal Stabilization - K:12

Fart B of the IDEA - Preschool Special Education

Crime Victims Assistance Grants ) )
E;" Dlil'lkil'lg Wiater State RE'IIEll'I.I'iHQ Fund Part B of the [DEA - Special Education
on Elderh_,r Nutrition Part C of the [DEA - Early Intervertion Senices
; Emergency Food and Shelter Sehool Lunch Equipment
U Foster Care and Adoption
Head Star Title 1 - Grants to Local Edusation Authorities
U0t Do Title 1 - School Improwement
Independent Living

Medicaid - Dizproportionate Share Hospitals otk Study

SNAF (Supplemental Nutrition Aszistance Program)

The Emergency Food Assistance Program
Wocational Rehabilitation

o fdorce Imrestment Aot - Adult

Weddoree Investment Act - Youth

$10 420 430 $40 430 £0 $160 $320 $480 £640 $800
Dollars (Millions)

; Hu__{g
N

IH”LIU I.IUH“'—'J:L"'I_I

$

[}

Dollars (Millions)

© 2009 KPMG LLP, a U.S. limited liability partnership and a member firm of the KPMG network of independent
» member firms affiliated with KPMG International, a Swiss cooperative. All rights reserved. Printed in the U.S.A. 5
KPMG and the KPMG logo are registered trademarks of KPMG International, a Swiss cooperative. 24968BOS



Whereis Virgi

Transportation

Highways and Bridges

Rail Maodernization - Fixed Fuidewmay

fegory

Cal

Transit Capital Grants- Rural

Transit Capital &rants- Urban

£560

$£700

$£280 £420

£0 $£140
Dollars [Millions)
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Emplovment Senvice

HOME Investment Partnerships Program

Homeleszness Prevention

Egory

FPublic Housing Capital Fund

Cal

State Energy Program

Unemployment Insurance Administration

Commerce and Trade

Finance

Base Realignment and Closure Comm ‘

Capital Planning and Improvements

Carry Fonward ta FYy 10

Commonwealth Tech Research Fund

Conservation

FtMonme Fed Arza Developmeant Auth

L

Category

Fovernors Oppartunity Fund

Investment Pedformance Grants

Regional Jail Reimburzemeant

Folls Royee Incentive Padiage I

SRl International

Tobacco Settlement Fund
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Wieatherization
£0 $22 $44 $eE tae $£110
I 1
Doll Milli
$0 $20 £40 $60 £50 $100 ollars (Millions)
Dollars (Millions)
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Whereis Virgi

Public Safety

Natural Resources

Bymne Justice Assistance Grant

Crime Victims Compenzation

Category

Internet Crimes Against Childran

Clean Water State Revolving Fund

Category
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Wiolence Against Wamen
40 $17 £36 454 72 $a0
Dollars (Millions)
40 42 $16 $24 32 $40
Dollars (Millions)
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Recent-Develo g

e The pace of activities is accelerating and stakes appear to be rising

e Accountability and transparency has risen to the most discussed of the five objectives
— Issues with TARP accounting must not reoccur
— Daily articles and news coverage will continue

e The focus on fraud, waste and abuse is high on IG’s agenda

— AIG bonuses, historical performance and public perception are accelerating this issue
— Controls will include fraud hotline with investigation, |G audits, A-133 audits

e GAO has a broader focus on meeting overall program objectives — focus on 16 States
e Guidance was issued to Federal Agencies with direction to recipients and sub-recipients
e Updated CFDA numbers were issued and initial A-133 direction is being prepared

e Complex items remain to be resolved:
— Recovery.gov reporting processes and architecture — currently under review
— New procurement rules for formula programs
— Additional Federal agency and State specific guidelines
— A-133 compliance supplement
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—

ARRASignifi

e Recovery.gov Requirements

e Certification and Maintenance of Effort

e Obligation of Funds

e Reporting

e Program Risk Considerations

e Potential Responsibilities for Pass-through Funding
e Anti-fraud, Waste and Abuse Considerations

e Auditing

e The Role of GAO
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— RBcavery.gov

Reporting — Information Available to Public (Including Recipients)
e Detailed data on contracts and grants
e Progress reports on spending and accomplishments
e Links to grant, loan, contract opportunities
e Map-based view of where the spending is going
e Subscription content to be informed with targeted changes
e Ability for access to bulk data for individual analysis
e Reports from GAO, IG, CEA
e Vignettes on results/accomplishments
e Top 10 lists

e Responses addressing public feedback

From the “Recovery Act Architecture Package v0.032"
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- DataElements

Data elements to be collected were published in Federal Register 4/1/09

States and other direct recipients will be required to file one report for each award

Reports will need to be filed 10 days after the end of the quarter

Each award report should present cumulative amounts and contain five sections:

General Section - Award and Award
Recipient Information

Project period
Awarding Federal agency

Section 1: Project/Activity Information

Cash received
Fund expenditures

Section 2: Project/Activity Information

Status of work completed
Jobs created or retained

Cost and outcome of Infrastructure
investment (if applicable)

Section 3: Subrecipient Information

- Cash disbursed and to be disbursed by
recipient

- Date of subaward and grant period
- Subrecipient five most highly
compensated officers (if applicable)

Section 4: Aggregated Award Information

- Total number of awards <$25,000
- Cash disbursed
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REcovery.gov sdtates’ Wepsites.

e 50 States, 5 Territories, and the District
of Columbia have noted an interest in
ARRA (56 total):

- 7 are in the advance stages of
website development

- 38 have informative websites
- 9 have begun portal development

- 2 have yet to develop websites

e The content of sites is still not
homogeneous

Mariana

e Many sites link to intricate state Islands
procurement systems instead of
presenting data

3 — Advanced features (rss, etc)
monitoring mechanisms in place,
contract documentation and awards

e Little data is presented on spending or ] o—Nosite ]
monitoring of spending

|:| 1 — Site Contains high level

e ARRA Recovery.gov - Recommended : : - 4 — Project status documentation
summary information, news

Guidelines for Related State Web updated, evidence of monitoring

Pages were published by GSA on . 2 — More detailed project . 5 — High-level and detailed spending

March 12, 2009. information, submissions, by projects, audit results posted
and timelines
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- e

Cé‘-rtﬁcation a

Certification

Certification elevated to the Governor, Mayor or other State officials

Upfront certification prior to spending
— Infrastructure investment has been reviewed
— Full responsibility is accepted as to the appropriate use of the tax payers’ funds

e Unprecedented intent by Federal government to ensure accountability

Currently Governors of all States, Territories and the District of Columbia have
provided their certification

e Process for complying with the Governor’s certification of the use of funds

Maintenance of Effort

e Federal funds cannot be used to supplant local funding
e Must be used for additive projects, not applied to cut-backs

e Governments will need to document current level of effort; difficult due to “baked in”
cuts and decreases

© 2009 KPMG LLP, a U.S. limited liability partnership and a member firm of the KPMG network of independent
» member firms affiliated with KPMG International, a Swiss cooperative. All rights reserved. Printed in the U.S.A. 15

KPMG and the KPMG logo are registered trademarks of KPMG International, a Swiss cooperative. 24968BOS



e Program Management/Responsibility to “Obligate” funds as soon as possible

e Timeframes to obligate funds vary by program

e Difficulties:

May need to streamline procurement processes to comply

Definition of “Obligation”
- Conservative definition: encumbrance
- Can vary by jurisdiction

May raise issue of new or supplanting dollars
Streamlining may increase risk of project overruns

Stimulus restrictions such as “Buy American” and focus on distressed areas may
increase time pressures
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Federal level — central collections will be required through Federalreporting.gov, no
reporting through Federal agencies

State level - collection of data can be centralized or decentralized

State is responsible for timeliness and accuracy of all reporting submitted through
Federalreporting.gov

If a State chooses agency-level reporting, they will need strong processes and
controls

Reporting required only on state administered programs, e.g., Title I, transportation,
etc.

Reporting for entities outside the state, e.g. pubic housing authorities, is not required

July 10 (required by earlier guidance) versus October 10 (required by the law)
— Federalreporting.gov will not be ready by July 10

— Objective: “dry-run on July 10 as test and to prepare for October 10

— More information to come
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-_—

Program and-P

e As with 90’s welfare reform, Federal initiatives often mandate new reporting
requirements

e Possible reporting areas:
— Number of jobs created/saved
— Timeliness of disbursements

— Other project performance measures
- Educational achievement
- Compliance with corrective actions for low-performing schools

e Current government reporting systems may need to be supplemented to meet new
requirements
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e Reporting

Prompt website reporting
Accurate, required data fields
Issues identification/response
Review/approval process
Timely management updates

Timely reports on risk management
effectiveness

e Human Capital

Qualified oversight personnel

Staff empowerment

Performance management training
Adequate staffing

Alternative hiring possibilities

e Financial

s

Separate Treasury Account Fund Symbols
Controls to avoid co-mingling of funds
Controls to mitigate fraud, waste, abuse

e Acquisition
RFP language

Required terms/clauses in contracts

Minimization of fraud, waste, error and
abuse

Prompt, fair, reasonable contract awards
Contract Transparency, Clarity, Timeliness
Delay/cost overrun avoidance

Potential contactor performance issues

e System

Financial and operations systems
Configuration

Data elements for analysis and reporting
Financial and operations systems capacity
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-~ Potential Respg asibilities fo s-through Funding

e At the time of the award, identify for the subrecipient all Federal award information
(e.g. CFDA, award name, name of the Federal Agency) and applicable requirements

e Conduct risk assessment of subrecipient
e Communicate Stimulus reporting requirements

e Ensure subrecipient systems and processes are adequate to track and report
recovery funds

e During the award, monitor the use through reporting, site visits, regular contracts or
other meetings to provide reasonable assurance that :

— Stimulus dollars were used in compliance with laws, regulations, provisions of
contracts or grant agreements, and

— performance goals were achieved
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— AfitisFraud, \Wa ' RiaghoLIons

A key objective of ARRA is to minimize fraud, waste and abuse
e Additional funding for audits, law enforcement and inspector general oversight

e Even a 5% error rate places $40 billion of total program funding potentially at risk for
fraud, waste and abuse

e The federal government expects States to embed anti-fraud, waste and abuse efforts
into ongoing oversight of programs

e Existing systems and controls may not be capable of addressing increased
expectations

e The public has zero tolerance for fraud, waste and abuse

|
Figure 1: Program Designed to Minimize Fraud, Waste, and Abuse

1 ns learned influence
future use of preventive controls

Preventive Detectionjand Investigations
control monitoring and prosecytions
Potential fraud, Potential fraud, Potential
waste, and abuse waste, and abuse ' fraud
- > =

Souice: GAD :
[ . . 21
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e Federal Government has signaled strong intent to ensure accountability

— $253 million set aside for the Office of Inspector General to hire additional staff
and audit stimulus spend by fund recipients

— $25 million set aside for the Government Accountability Office to provide
additional oversight

— The Recovery Act Accountability and Transparency Board will be established
- Will include Inspectors General and deputy cabinet secretaries

- Role: To review management of recovery funds and provide early warning of
any problems

- $84 million set aside for the Accountability and Transparency Board

e Provides .5% of each appropriation for administration, management and oversight

e Focus on:
e Internal controls
e Reporting accuracy
e Anti-fraud program and processes
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— Roleofthe GAQ

e Primary responsibilities include:

— Bimonthly reviews of the use of selected states and localities over the next 2 -3
years

— Review recipient reports from all 50 State

e GAOQO’s Objectives:

— Ensure:
- States’ spending is consistent with ARRA
- States establish safeguards early to prevent fraud, waste and abuse

— Identify:
- Issues that need clarification
- Opportunities for improvement
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— GAO=Bi-montk

e For first bimonthly reviews, GAO has formulated several questionnaires by interviewee,
including but not limited to the:

— Governor (Chief of Staff or Policy Director) — Chief Information Officer
— Recovery Czar — Chief Procurement Officer
— State Auditor — Treasurer

— State Budget Director — Various Program Heads
— Controller

e General areas covered by GAO Questionnaires:
— PMO / Oversight
— Contracting / Procurement
— Reporting Systems and Processes
— Funding and Monitoring of Pass-through funds
— Program Specific / Statistical Reporting

e GAOQ'’s Bi-monthly Report:
— Will include state-by-state summary
— States will have two days to fact-check their own sections
— GAO will provide advance summary report to OMB and Federal agencies

© 2009 KPMG LLP, a U.S. limited liability partnership and a member firm of the KPMG network of independent
» member firms affiliated with KPMG International, a Swiss cooperative. All rights reserved. Printed in the U.S.A. 24

KPMG and the KPMG logo are registered trademarks of KPMG International, a Swiss cooperative. 24968BOS



e Assistance in establishing Stimulus Program Management Offices (PMO)

e |dentifying new compliance requirements and assistance with establishing new
compliance programs

e Process review and gap analysis of reporting, controls, documentation and
organizational responsibilities

e Agency level Readiness Assessments

e Assisting with ARRA reporting requirements including processes to capture new
data elements, reporting from pass-thru agencies and state consolidation

e Data base analysis and reporting for projects and programs
e Assessments related to processes and controls to prevent fraud, waste and abuse

e Assessments related to new purchasing requirements
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Program Manag

“The Recovery Act includes
several provisions that require
agencies to take steps beyond
standard practice, including
reporting, information collection,
budget execution, risk
management, and specific actions
related to award type.”

\Q
\00
U\

pue uono°\
uoryew ol

OMB Initial Implementing Guidance
for the American Recovery and
Reinvestment Act of 2009

uoneuIweS®S:
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Program Manage idérations, continued

Program Management Office

Program >
Data Management ~Agency Specific : o
and Privacy Readiness  « < R _ Agency Guidance
= Assessment / ) Reporting and Policies | =
) =
E k\‘\ £ \\\\ ;l'
0 = : )
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< E Independent Party ‘ Qo
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beb) ery Project Risk (Audit Readiness)| s}
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Analysis AntHraud of Effort <

Program and
Processes
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NextSteps for

e Develop an inventory of compliance requirements by program and a detailed plan, schedule and
responsibilities for compliance

— Develop and execute periodic compliance testing
— Make this process transparent — share approach and findings

e Develop 1512 Reporting — define data sources, processes for collection, timing and responsibilities
— Trial run as soon as possible to allow input to Federal agencies
— Audit the data sources and controls at least initially

— Review reports for transparency and understanding — use financial and public information
specialists

e Perform, document and publish formal risk assessment by program
— Performance and compliance risks and strategies
— Fraud, waste and abuse concerns and mitigation plans

e Perform Agency level readiness assessments for compliance and reporting — focus on highest risks
e Design internal program “audit” assessments related to fraud, waste and abuse

e Perform detailed review of new agency requirements related to purchasing, reporting, calculating job
creation and other new, complex requirements

e Assess results, report progress transparently and re-plan next steps.
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With=You Toda

Jack Reagan, Partner
202-533-6218

jreagan@kpmg.com
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