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Opening Remarks 
 

Good afternoon, my name is Timothy Greenland.  I am the 

current President of the Pennsylvania Utility Contractors 

Association (PUCA), which represents sewer and water 

contractors and suppliers across the state of Pennsylvania.  I 

am also the CEO and part owner of Greenland Construction, 

Inc.  We are a utility pipeline contractor specializing in 

water and sewer lines, treatment plants and pumping 

stations throughout much of Pennsylvania.  We are currently 

in our 33rd year of business and we employ approximately 75 

to 100 individuals.  I appreciate this opportunity to offer 

testimony on Pennsylvania’s critical need to find a 

solution for its water and sewer infrastructure needs. 

 

 I would also like to mention that representatives of 

this Task Force received testimony on May 8th, 2008 from Mr. 

Bruce Hottle who also represents PUCA.  I concur with his 

testimony and appear here today in support of it. 
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Throughout my 30 years of experience managing the 

construction of public contracts I have worked with 

numerous boroughs, townships and municipalities throughout 

our State as well as their professional engineers and 

representatives from various State agencies.  I have been 

involved in several multiple contractor projects working 

along side many of my competitors which has helped me gain 

a broader insight into the most common problems encountered 

by all within our industry.  I hope that my testimony will, 

in some way, assist the Task Force in fulfilling the charge 

given them by the Governor. 
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 Timothy D. Greenland 
Greenland Construction, Inc. 

 

Infrastructure Needs 
 

  Our need for clean water and the effective collection and 

treatment of waste is fast approaching crisis level in the 

state of Pennsylvania.  Some would argue that crisis level was 

reached years ago and is deepening with each passing day.  The 

truth is that our needs are great but our available funding 

remains scarce at best.   

 

The number of communities with failing or substandard water 

and wastewater systems is increasing for a variety of reasons.  

A good number of these systems were built many years ago and 

have been in operation much longer than originally intended.  

They are mechanically worn out.  Some systems have experienced 

failure due to the lack of adequate maintenance, in most cases 

due to the unavailability of local funds to perform proper 

maintenance.  Other systems are inadequate today simply 

because effluent standards have increased beyond the 

capability of yesterday’s technology.  In many areas of the 

State, expansion of the user base has pushed old treatment 
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facilities to their limit forcing a moratorium on new 

residential, commercial and industrial construction which acts 

to stall economic growth in the State.  Many systems in use 

today have failing collection and interceptor pipe lines that 

allow ground water and runoff from rain events to infiltrate 

causing huge increases in flows that exceed the treatment 

capacity of the already failing plants.  Some of these pipe 

line systems built many years ago were designed as combined 

sanitary-storm water systems with built in overflow 

provisions.  When the sanitary sewer becomes overloaded, raw 

sewage spills into the storm water system and flows directly 

untreated into our rivers and streams and eventually into the 

very water we use for consumption. 

 

There are many communities still without managed water and 

sewer systems.  Some contain private sewer lines installed 

long ago without adequate septic systems.  Of those 

constructed with septic systems, many are failing.  Both 

result in raw sewage spilling into our water source, and in 

some cases, visibly running through storm water systems and 

open ditches.  This contributes to contamination of our fresh 

water supply which requires the use of additional funding to 

provide clean, safe water for consumption.   
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The 2004 Clean Water Needs Survey Report to Congress by the 

U.S. Environmental Protection Agency documented that the 20-

year capital investment need for Pennsylvania’s publicly owned 

water and sewer infrastructure was more than $20 billion 

dollars.  With the recent sharp increases in the cost of oil 

and major construction materials, the annual increase of our 

unfunded needs is rising at an exponential rate.  The longer 

we wait to institute an effective solution, the greater our 

chance of failure. 

 

 

Financing, Now and in the Future 
 

There are currently four main sources of funding available 

in Pennsylvania for water and sewer infrastructure projects: 

the Pennsylvania Infrastructure Investment Authority 

(PENNVEST), the federal Rural Utilities Service (RUS), the US 

Army Corps of Engineers and local government bond issues. 

 

Of these sources, PENNVEST has been the most viable and 

successful because it is structured as a State Revolving Fund 

allowing it to be, at least, partially self sustaining.  RUS 

funds are available as loans at a rate of 4% and grants are 
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only available on a restricted basis.  Grants through the 

Corps of Engineers are extremely difficult to obtain and their 

availability has been diminishing.  Many communities, 

especially the smaller ones in rural Pennsylvania, do not have 

the financial strength or expertise to issue bonds to fund 

their infrastructure needs.   

 

PENNVEST was created as a result of the Clean Water Act, 

more formerly known as the Federal Water Pollution Control Act 

which provided federal funds to seed the Clean Water State 

Revolving Fund (SRF), required State matching funds and 

mandated that the future principal and interest payments from 

borrowers would be returned to the fund to be made available 

for future water and sewer infrastructure projects.  The 

achievement of self sustainability allows the State to 

eventually leverage every federal dollar into the future, 

theoretically increasing the funds available as time goes by.  

However, the theory depends on two critical factors: an 

initial level of federal funds high enough to overcome the 

amortization of the infrastructure needs, and a commitment to 

federally fund the program consistently from year to year, 

foregoing the urge to cut funding in times of national 

economic downturn.   
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In recent years, the annual funding available through 

PENNVEST has decreased from $320 million in loans and grants 

to $262 million, due mostly to reductions in federal funds.  

At this rate, the total funding available from PENNVEST on an 

yearly basis will not even cover the annual rate of 

construction cost inflation.  We are effectively leveraging 

our crisis to higher levels with each passing day. 

 

Earlier this year, PUCA hosted an informational event in 

Harrisburg at which we assembled a panel of state and federal 

experts in the water and sewer infrastructure funding arena.  

Included were top representatives from PENNVEST, the 

Pennsylvania Department of Environmental Protection, 

PennFuture, the Clean Water Council, the Senate Minority 

Environmental Committee, the House Majority Finance Committee 

and the California University of PA – Institute for Law and 

Public Policy.  The presentations of these esteemed panelists 

acknowledged the crisis situation that exists in Pennsylvania 

and warned against the perils of depending too heavily on 

federal funding which has been decreasing and is expected to 

continue to trend downward in the foreseeable future.    

 

Recognizing the need for a sustainable funding source at 

the time PENNVEST was instituted, PUCA promoted the idea of a 
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Clean Water Trust Fund to operate through and in conjunction 

with PENNVEST to provide additional, self sustaining funds to 

insure the success of the SRF. 

 

Today, we continue to present and promote this initiative 

as a major component of the funding solution for the future.  

The Clean Water Trust Fund will provide a self sustaining 

funding source that is dedicated solely to the water and sewer 

infrastructure needs of Pennsylvania.  This would generate an 

estimated $240 million dollars annually by instituting a user 

fee for all public water and waste water systems at a rate of 

20 cents per thousand gallons of usage.  This would amount to 

a charge of $2.00 per average household.  Under the proposal, 

one-third of the funds collected would remain with the local 

municipality or authority to be accumulated for use as the 

local community’s portion of funding for solving water and 

waste water problems in that community.  The balance of the 

funds collected would go into a trust fund that would be 

distributed through PENNVEST, an agency already equipped to 

process such funds, for statewide water and sewer 

infrastructure projects.  One half of the trust fund 

contributions would be distributed as grants to enable the 

residents of Pennsylvania’s communities to more easily afford 

the present cost of construction.  The other half would be 
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placed into revolving loan funds to be distributed to local 

municipalities at a favorable rate of interest.  Repayments to 

the trust by the borrowers would increase funds available in 

the trust for future infrastructure needs. 

 

It is critical that legislation be passed to adopt this 

Clean Water Trust Fund Initiative to insure the proper 

distribution and use of the generated funds and to prevent 

diversion of the funds for other purposes.  The fact that 

these new funds would be channeled through PENNVEST offers 

solid assurance of this since a new bureaucracy would not be 

necessary to manage this new flow of funding.  The data 

required data collection system is already in place which 

would enable the Trust Fund to begin almost immediately. I 

encourage you to take a close look at the Clean Water Trust 

Fund legislation proposed by PUCA as a major viable, self 

sustaining part of the solution to our critical clean water 

infrastructure needs.  

 

There are some municipalities in the Commonwealth that 

would argue they can readily satisfy their own local needs 

through institution of rate increases on their own user base. 

Most of these have not truly considered the full cost, 

including long term maintenance needs, necessary not only to 
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retrofit and sustain existing systems, but to also allow for 

future expansion needs.  Statewide assessment of the most 

critical needs, together with application of statewide funding 

sources to those needs will result in the lowest possible cost 

to each locality receiving funds under the Clean Water Trust 

Fund Initiative.  PENNVEST is already capable of distributing 

funds on a prioritized, as needed basis. 

 

Pennsylvania is unique among many states with regards to 

the availability of fresh water.  If we do not develop the 

best way to collect it, treat it, protect it from 

contamination and distribute it to the end users we will 

unnecessarily forego our potential for economic growth. 

 

Attached to this testimony is a summary of the PUCA Clean 

Water Trust Fund initiative for your review and consideration.   

 

It is time for Pennsylvania to realize and acknowledge that 

we cannot continue to depend on federal solutions to local 

problems.  It is time for Pennsylvania to take legislative 

action to correct its water and sewer infrastructure needs and 

devise a plan for the future of the Commonwealth.  
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Efficient Use of Available Funds 
 

In addition to the creation of new, self sustaining sources 

of funding, the solution to our water and sewer infrastructure 

needs now and in the future must include corrective measures 

to insure the efficient and effective use of all available 

public funding.   

 

You may be shocked to learn that the current methods of 

administering public works projects for water and sewer 

infrastructure projects in Pennsylvania result in substantial 

waste of what precious little funding that is available.  

Without the adoption of corrective measures, the amount of 

waste will grow even larger if funding is increased from new 

sources.  It is estimated that at least 10% of the current 

expenditures for water and sewer infrastructure projects is 

lost due to our Sales Tax Code, our antiquated public works 

Procurement Code, our current Disadvantaged Business 

Enterprise program requirements and the lack of standardized 

contract documents. 

 

As inconceivable as it may seem, Pennsylvania, while 

constantly struggling to provide enough funds just to keep 
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pace with construction cost inflation on water and sewer 

infrastructure projects, imposes and collects sales tax on 

many of the materials and services incorporated into these 

projects.  Under current regulations, all materials used in 

the construction of buildings or other permanent improvements 

to real estate for water or sewage treatment facilities are 

subject to the 6% sales tax, even though they are necessary to 

house tax exempt water or sewer treatment and processing 

equipment.   The installation of new storm water systems, even 

those projects designated to remove sewage overflows from 

entering our rivers and streams are subject to sales tax.  The 

large number of contractors who primarily build the water and 

sewer treatment plants, pumping stations and pipe lines are 

required to pay tax on the equipment and tools necessary to 

perform that work.  The tax assessed on these costs is 

included in the bid prices for public works projects in 

Pennsylvania.  With the cost of equipment and tools for even a 

small to mid size contractor in the millions of dollars, 

together with the cost of materials and services expended on 

water and sewer treatment plant and storm water projects 

throughout the State, the amount of sales tax collected is a 

direct diversion of badly needed water and sewer 

infrastructure funds.  Why do we collect sales tax on the 

expenditure of publicly collected funds?  This is clearly an 
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inefficient use of public funds.  PUCA has promoted broad tax 

exemptions for public works projects and I encourage the Task 

Force to explore the savings associated with this initiative. 

 

Another major waste of currently available funding for our 

public works water and sewer infrastructure projects is the 

direct result of our outdated Procurement Code.  Act 57 of 

1998 combined various procurement legislation into a new 

Commonwealth Procurement Code but failed to update the 

individual pieces of legislation to include necessary 

technical corrections or to include language needed to conform 

to the Federal Acquisition Regulations (FARs) or commonly 

accepted standards in private contracts for similar work such 

as the American Institute of Architects (AIA) or the 

Engineer’s Joint Contract Documents Council (EJCDC). 

 

Over the years, PUCA has promoted revisions to the 

Procurement Code which have evolved through Senate Bill 770 of 

2003 and House Bill 652 of 2005 into our current initiative 

that includes 15 proposed changes designed to provide fairer, 

more consistent public works contract language that will 

encourage more competitive bidding and result in lower project 

costs on a statewide basis.  Details of the proposed 
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initiative are contained within the documents attached to this 

testimony.  To briefly summarize, the changes provide for: 

1. Extension of time for reasons beyond the control of 

the contractor. 

2. Handling of concealed or unknown conditions 

encountered in a contract – to mirror provisions in 

the Federal Acquisition Regulations (FARs) 

3. Revised limits for contract retainage. 

4. Return of one-half retainage at 50% completion will 

not be unreasonably withheld. 

5. Construction financing plans including interim 

financing to be prepared prior to the bid. 

6. Consistent monthly payments to the contractor and 

provisions for interest on late payments. 

7. Award of penalties (already provided for under the 

current legislation) shall be awarded in cases where 

the local government unit improperly withheld 

payment. 

8. Mandatory notice to bidders when the local government 

unit contract is not subject to the Code. 

9. Value engineering suggestion programs. 

10. Assurance that an architect or engineer employed by 

the local government unit will perform as required 

under the Code. 
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11. Disputes by the contractor or local government unit 

may be resolved by the use of expedited arbitration. 

12. Payment of amounts withheld for completion of minor 

items. 

13. Choice of arbitration procedures shall be the choice 

of the claimant. 

14. Disputes to be submitted to mediation by either 

party. 

15. Architects and engineers shall be the representative 

of the local government unit and they shall be 

impartial and carry out their duties in a competent 

manner.  

 

Many of these changes merely propose to update 

Pennsylvania’s Code to mirror federal provisions, contract 

practices already established or upheld by the Courts and 

standards currently adhered to voluntarily by the private 

sector.  

 

To further understand the proposed changes, consider that 

the very nature of the competitive bidding process for public 

works contracts in Pennsylvania results in non-negotiable 

contracts for the bidders.  By submission of its bid, the 

bidder is bound by all terms contained within the contract 
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specification book and the project drawings.  Unlike the 

private sector where the terms of the contract, and therefore 

the price offered, are negotiable prior to entering into the 

construction agreement, the bidder’s only technical recourse 

on a public works project is to not offer a bid and thereby 

forego the opportunity for a chance to perform the work.   

With the lack of non standardized contract documents in our 

public works projects and the practice of some local municipal 

authorities or their professional engineers to include 

contract provisions that put the contractor at a disadvantage, 

the only way for a contractor to survive in the public works 

market is to accept risks that far exceed those in the private 

sector.  Because prices are fixed at the time of bid receipt 

and contracts are not negotiable after the bids are opened, 

bidders are necessarily forced to calculate their added risk 

and include contingency dollars in their respective bids to 

protect their financial interests.  Again, due to contract 

provisions that are non negotiable and which are not regulated 

by State legislation, many authorities or their professional 

engineers craft language to assign the cost of these added 

risks as “inclusive” to the contract, allowing no separate 

measurement of the item for payment to the contractor should 

the risk actually be encountered during construction.  This 

practice results in the municipal authority paying the 
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contractor’s full contingency price even if the risk never 

materialized during construction.  If the authority would 

accept the risk that is rightfully theirs, they would only 

incur the cost of risks that actually occur.  If you give a 

contractor fair contract language and pay him on time, in 

turn, he will offer the most competitive pricing he can. 

On a statewide basis, this would substantially reduce the cost 

of water and sewer infrastructure projects.   

 

 In my 33 years of experience in this industry sector, I 

have administered many contracts containing provisions so 

unfair that which, if contained in private sector contracts, 

would have certainly resulted in no bids being offered for the 

work.  I have even encountered public works contract language 

that, while in clear and direct violation of the current 

Procurement Code, was considered to be valid by the project 

engineer simply because they chose to write it into the 

contract.  How can anyone expect to receive competitive bid 

pricing in such an environment? 

 

For more detailed information regarding my personal 

experiences under the current Procurement Code, I would invite 

the members of the Task Force to obtain and review a copy of 
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my testimony on House Bill 652 of 2005 offered on August 10, 

2005.  I would be happy to provide copies upon request. 

If contract documents, including specifications, standard 

drawing details, measurement and payment provisions and line 

item bid schedules were standardized for all public works 

projects at the local government level, very substantial 

savings would be experienced. 

 

The attached flowchart depicts forms of standardization 

existing at the various levels of private and public 

construction projects.  All governing regulators in both the 

private and public construction sectors adhere to standards 

with the exception of local government units.  They do so 

because they have learned that standardization results in 

lower overall project costs when risk is properly assigned and 

confusion is eliminated for the contractors offering bids.  

Standardized contract documents encourage more competitive 

bidding by allowing contractors to base their prices for a 

particular project on their ability to obtain certain levels 

of production rather than by forcing them to assume undue 

contract risks and to essentially exercise clairvoyance in the 

computation of their bid. 
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If standardized contract documents are developed for public 

works projects at the local government unit level, it is 

imperative that legislation be enacted to compel all local 

government units utilizing public funds, and their 

professional engineers, to comply with the standards.  

Otherwise, they will not be utilized and the time and cost 

expended to produce them will have been wasted. 

 

 I would like to offer comments on one final cost 

reduction strategy for water and sewer infrastructure 

projects.  The current Disadvantaged Business Enterprise 

program (DBE/MBE/WBE) adds unnecessary cost to public works 

projects and does not appear to be accomplishing its original 

goal.  

 

All bidders on projects federally funded under the PENNVEST 

Clean Water and Drinking Water State Revolving Fund loan 

programs are required to demonstrate their good faith efforts 

with detailed documentation showing compliance with the DBE 

requirements.  These good faith efforts must occur prior to 

the bid opening and often times result in the mandatory 

submission of hundreds of pages of documentation with each bid 

offered.  Countless hours are spent by staff personnel for 

bidders, municipal authorities, their professional engineers 
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and State regulatory agencies to comply, report and review 

performance under the program.  Bidders ultimately include 

these costs in their bid prices for the project. 

 

The program seeks to encourage participation of 

disadvantaged businesses through the award of subcontracts for 

construction related services and/or the procurement of 

materials and supplies.  To be deemed truly successful, the 

end result should be the eventual transformation of 

disadvantaged businesses into thriving, competitive companies 

that no longer need to rely on the DBE program to participate 

in the publicly funded construction marketplace.  This can 

occur only if they are trained and/or mentored to successfully 

compete under free market rules and they are required to meet 

performance standards along the way to eventually exit the 

program.  Instead of accomplishing this, the current program 

requires the market rules to be changed with respect to 

conducting business with disadvantaged firms.  As a result, 

DBE firms are rarely competitive enough to win subcontracts 

and/or purchase orders and are thereby restricted from 

participation in the public contract.  And, they do not 

receive the necessary training and experience to exit the 

program and function as a competitive business. 
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PUCA proposes an overhaul of the current DBE program to 

focus on training.  The dollars currently being spent and 

wasted for administration by government agencies and for 

compliance by bidders and municipal authorities could be much 

more efficiently utilized for teaching disadvantaged 

businesses how to function and compete in our economy. 

 

Educational efforts must also be directed towards municipal 

authorities and other local government units, especially those 

in small rural communities that may have never administered a 

major public works project, and towards their professional 

engineers and solicitors.  Many lack the experience to 

properly and efficiently administer public works contracts 

which can lead to unnecessary contract disputes adding 

substantial litigation costs that further stress available 

funding, increase user rates and delay other projects from 

being constructed. 

 

Closing 
 

Contractor and associate members of the Pennsylvania 

Utility Contractors Association have long promoted the ideas 
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presented within this testimony.  The unique perspective 

gained by our collective years of experience within the public 

works water and sewer infrastructure market leads us to 

believe that our ideas and suggestions can play a major role 

in preparing Pennsylvania for the future.  However, since we 

operate in the public arena, they will remain just ‘ideas and 

suggestions’ unless the legislature takes action to: 

1.  provide dedicated, self sustaining sources of funding; 

2. amend the Sales Tax Code to allow full exemption; 

3. revise our outdated Procurement Code; 

4. reform inefficient processes such as the DBE program; 

5. adopt standardized contract documents; 

6. and provide for contract administration education. 

 

PUCA stands ready to provide any assistance the Task Force 

desires as it works towards water and sewer infrastructure 

solutions that will increase the health and safety of the 

Commonwealth’s residents and spur economic growth by allowing 

Pennsylvania to collect, protect and deliver one of its most 

precious resources, clean water.  



 

 23

 

Thank you for your time and attention.  If you wish, I will 

attempt to answer any questions you may have regarding my 

testimony.   
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