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October 9, 2001

To the Honorable Members of the Virginia General Assembly
The State Capitol, Richmond, Virginia

My Dear Colleagues:

As Chairman of the Joint Legislative Audit and Review Commission, | am pleased
to transmit to you JLARC'’s 2001 Report to the General Assembly. The statutes
which empower the Commission also require this biennial report, as a means of
keeping the full Assembly informed of the Commission’s work. Herein you will
find an explanation of our oversight role, summaries of some of our recent re-
ports, and follow-up information on study impacts.

In reflecting on my experience as a member of the Commission, | take pride in
the fact that, along with Delegate Lacey Putney, | was a founding member of
JLARC in 1973 and have served continuously from the beginning of the
Commission’s long and distinguished history. My long tenure was good preparation for the chal-
lenge | faced in assuming the chairmanship. It fell to me to guide the Commission during a pivotal
period in its history: the historic transition of leadership that has taken place in the General Assembly.

It has also been my privilege to preside over the Commission as it commenced some timely and
important work. The JLARC staff has been directed to study the funding of the Standards of Quality,
which are so critical to the success of elementary and secondary education in Virginia. Another
topic much on the minds of Virginians — how our highways are funded and maintained — is being
given the serious study it demands this year. The Commission is also looking long and hard at the
very complex issues surrounding capital punishment in the Commonwealth, a topic in which | have
had an abiding interest. Further, the JLARC staff has recently taken on the new and very important
function of annually assessing State spending trends in order to better control them — a function |
believe will prove to be the hallmark of my tenure as Chairman.

Through the years, JLARC's studies have regularly been recognized by our peer oversight organi-
zations across the country. | am pleased to note that in the interim since our last biennial report, the
Commission’s work has received several significant honors. A recent JLARC study of the costs of
raising children was awarded the Excellence in Research Methods Award for the year 2000 by the
National Legislative Program Evaluation Society (NLPES) of the National Conference of State Leg-
islatures. In addition, our recent study of Virginia's Medicaid reimbursements to nursing facilities
was awarded NLPES’ Certificate of Recognition of Impact. JLARC was also mentioned in a recent
issue of Governing magazine as a significant factor in awarding Virginia high marks for “Managing
for Results.” Governing also cited the JLARC-recommended “Rainy Day Fund,” the history of which
is chronicled in a special article in this Report to the General Assembly.

Since JLARC's last biennial report, many new members have begun work in the General Assembly,
as well as on the Commission. Hopefully this document will serve to inform them about the impor-
tant work JLARC does in ensuring a strong legislative oversight function. | ask for the continuing
support of both old and new members in helping us achieve our most important goal: ensuring that
the taxpayers’ money is spent wisely, efficiently, and effectively.

Respectfully Yours,

%:c, (o

Vincent F. Callahan, Jr.
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[ JLARC’s OrcANIzATION, ROLE, AND RESOURCES j

THE COMMISSION

The Joint Legislative Audit and Review Com-
mission (JLARC) is an oversight agency for the
Virginia General Assembly. It was established
in 1973 to review and evaluate the operations
and performance of State agencies, programs,
and functions.

The Commission is composed of nine members
of the House of Delegates, of whom at least five
also serve on the House Appropriations Com-
mittee, and five members of the Senate, of whom
two also serve on the Senate Finance Commit-
tee. Delegates are appointed by the Speaker of
the House, and Senators by the Privileges and
Elections Committee. The Chair is elected by a
majority of Commission members and tradition-
ally has rotated every two years between the

House and Senate. The Auditor of Public Ac-
counts is a nonvoting, ex-officio member.

The Commission has a full-time staff. A staff
Director is appointed by the Commission and
confirmed by the General Assembly for a six-
year term of office.

THE STATUTORY MANDATE
Authority

The duties of the Commission and the nature
of its studies are specified in Sections 30-56
through 30-63 of the Code of Virginia. Report
findings and recommendations are to be sub-

Delegate Rollison

Delegate Dickinson Senator Stosch

Delegate Rust

Delegate Cox




Mr. Kucharski

Mr. Leone

mitted to the agencies concerned, the Gover-
nor, and the General Assembly. These reports
are to address:

® areas in which functions of State agencies are
duplicative, overlap, fail to accomplish legis-
lative objectives, or for any other reason
should be redefined or redistributed;

@ ways in which agencies may operate more
economically and efficiently; and

® ways in which agencies can provide better ser-
vices to the State and to the people.

The Commission has also been assigned au-
thority to make special studies and reports on
the operations and functions of State agencies
as it deems appropri-
ate and as may be re-
gquested by the Gen-
eral Assembly. In ad-
dition, the Commission
is authorized to pre-
pare supplemental
studies and reports re-
lating to its evalua-
tions. Once each bi-
ennium, the Commis-
sion conducts a sys-
tematic follow-up of its
work. From time to
time, usually coincid-
ing with this biennial
Report to the General
Assembly, agencies
are requested to file
“status-of-action” re-
ports on their efforts to
address the Com-

In Memoriam

Senator Richard
J. Holland

Senator Holland was
Chairman of the
Commission at the time
of his passing in 2000.

mission’s findings and recommendations. Spe-
cial follow-up studies are required in cases where
the Commission has cited waste, extravagance,
fraud, or misuse of public funds.

The Legislative Program Review
and Evaluation Act

In 1978, JLARC embarked on a unique approach
to oversight under the auspices of the Legisla-
tive Program Review and Evaluation Act. The
Act provides for periodic review and evaluation
of selected topics from among all seven pro-
gram functions of State government: (1) Indi-
vidual and Family Services, (2) Education, (3)
Transportation, (4) Resource and Economic
Development, (5) Administration of Justice, (6)
Enterprises, and (7) General Government.
While the principal function of the Evaluation Act
is the scheduling of functional area reviews, it
also encourages (1) coordination with the stand-
ing committees, (2) agency self-studies, and (3)
committee hearings on JLARC reports. The
Act does not require or restrict standing com-
mittee activities in any way.

Financial Audit Reports

Under authority of Section 2.1-155 of the Code
of Virginia, the Commission also serves as the
point of legislative focus for financial audit re-
ports. The specialized accounting and audit re-
sources of the Office of the Auditor of Public
Accounts are available to the Commission. The
ability of the Legislature to assess agency per-
formance is enhanced by this combination of
program and fiscal reviews.

Oversight of Internal Service Funds

Section 2.1-196.1 of the Code of Virginia gives
JLARC authority to establish new internal ser-
vice funds and to discontinue those no longer
needed. JLARC can also authorize the transfer
of excessive retained earnings from internal
service funds to the State general fund. To carry
out these responsibilities the Commission re-
views, on a continuing basis, internal service
funds for graphics, systems development, tele-
communications, laboratory services, central
warehouse, computer services, central garage,
building maintenance services in the Capitol area,
and State and federal surplus property. See
page 43 for a fuller discussion of this function.
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Above: The Commission in session.
JLARC meets monthly to receive staff briefings.

Left: A work planning session in the JLARC
| conference room, with money committee staff
also in attendance.

Right: Commission meetings often
draw press and television news cover-
age, as well as the interested public.

A typical Commission meeting includes
briefings and progress reports by
JLARC staff on current studies.



VRS Oversight

The 1994 General Assembly approved the Vir-
ginia Retirement System Oversight Act (Section
30-78 through 30-84 of the Code of Virginia),
which directs JLARC to oversee and evaluate
the VRS on a continuing basis. This
responsibilitiy of the Commission and its staff is
described in detail on page 42 of this document.

Fiscal Impact Analysis

The 1999 Appropriation Act provided additional
funds to expand the technical support staff of
JLARC “to assist with legislative fiscal impact
analysis” and “to conduct oversight of the ex-
penditure forecasting process.” A new staff unit
dedicated to these function became fully opera-
tional prior to the 2000 legislative Session. A
fuller description of this new function is provided
on page 41 of this document.

THE AupIT AND REVIEW PROCESS

To carry out its oversight responsibilities, JLARC
issues several types of legislative reports. Per-
formance reports evaluate the accomplishment
of legislative intent and assess whether program
expenditures are consistent with appropriations.
Operational reports assess agency success in
making efficient and effective use of space, per-
sonnel, or equipment. Special reports are made
on State operations and functions at the direction
of the Commission or at the request of the Gen-
eral Assembly. Many of these special reports re-
guire elaborate statistical applications to assess
policy and program effectiveness.

To date, JLARC has issued about 275 reports. In
addition, numerous letter reports and briefings
have been prepared on specific topics of interest
to the Commission. About 10 studies are cur-
rently in progress or planned.

A JLARC study begins when the Legislature iden-
tifies a topic for review. The Commission autho-
rizes project initiation, and the project is assigned
to a staff team. A workplan is then prepared which
documents the research approach to be used.

After the team completes its research, it prepares
areport which is reviewed internally and subjected
to quality assurance standards. Subsequently, an
exposure draft is distributed to appropriate agen-
cies for their review and comment. A revised ex-
posure draft, which also contains agency com-
ments, is reported to the Commission.

The Commission or one of its subcommittees re-
views the report, indicates any additional legisla-
tive concerns, and authorizes publication of the
study as a legislative document. The printed re-
port is distributed to all General Assembly mem-
bers, the Governor, and other interested patrties.

Dissemination of study findings to the public has
been greatly enhanced in recent years through
development of a JLARC internet site. A com-
plete annotated bibliography of all ILARC reports,
as well as full-length viewable and downloadable
versions of recent reports, are available on the
internet at http://jlarc.state.va.us (see page 45 for
more details).

JLARC StaFF RESOURCES

The JLARC staff Director is responsible for pre-
paring the budget, hiring personnel, managing
research, and long-range planning.

The staff is organized into two research divisions,
each headed by a division chief, and three sup-
port functions. Project teams, typically ranging
from two to four people, are assigned to the divi-
sions for administrative and research supervision.
Team leaders have responsibility for managing
projects and directing teams on a day-to-day ba-
sis. The teams are supported by specialists in
research methods, computer applications, and
publications services.

The varied education, training, and professional
experience of JLARC's 37 research staff are im-
portant to the Commission. Since 1973, the com-
position of the staff has continued to evolve. To-
day, while the largest single group still comes into
JLARC with backgrounds in public administration
or policy analysis and a strong base of quantita-
tive skills, many other academic disciplines are
also represented. These fields include business
administration, economics, education, English, phi-



losophy, planning, political science, psychology,
and urban systems. Most members of the re-
search staff have graduate degrees.

Only one JLARC staff position — that of the Direc-
tor — is filled through legislative appointment. All
other positions — from new entry-level recruits to
senior management positions — are filled through
a merit-based competitive selection process.

Staff titles reflect formal education, training, and
experience at JLARC. The titles are assistant,
associate, senior associate, senior, principal, and
chief analyst. Promotions are based on merit.
Salaries are competitive with those of similar types
of executive and legislative employment, and each
staff member participates in State-supported ben-
efit programs.

Professional development is encouraged through
membership in relevant associations. Training is

in fields related to the work of the Commission,
and through in-service programs. Emphasis is
placed on enhancing technical, communication,
and team management skills.

JLARC's success over the past two decades has
depended on the staff sharing a common body of
institutional norms relating to such matters as stan-
dards of evidence, operating procedures, and rules
of ethical behavior. Therefore, training and staff
development efforts are designed to instill the
JLARC ethic of accuracy, independence, and ob-
jectivity; an understanding of what these concepts
mean in the JLARC environment; and a recogni-
tion of how to apply them in the day-to-day work
of the organization.

JLARC is housed on the 11th floor of the General
Assembly Building, adjacent to the State Capitol.
The close proximity of the other legislative staffs
and support services encourages communication

carried out through on-campus credit instruction and contributes to JLARC's research efforts.

OBJECTIVES OF LEGISLATIVE OVERSIGHT

Program and Agency Savings: Program cost savings are frequently the product of legislative over-
sight studies, and are usually the most visible of all possible outcomes. Just as important are the oppor-
tunities for savings which may result from the implementation of recommended efficiencies or adoption
of program alternatives. In some instances, changes may
result in more spending to achieve greater effectiveness.

SAVINGS TO THE

COMMONWEALTH

JLARC staff track the actual sav-
ings reported by agencies in their
status-of-action reports. Docu-
mented savings to date total over
$311 million. Additional savings,
anticipated from recent report rec-
ommendations, bring the cumula-
tive documented and anticipated
savings to $365.5 million.

Improved Efficiency and Effectiveness: JLARC is re-
quired by statute to make recommendations on ways State
agencies may achieve greater efficiency and effectiveness
in their operations. Achieving efficiency means finding ways
to accomplish the same tasks at reduced cost; achieving
effectiveness means findings ways to better accomplish
program and agency objectives. The fact that a regular pro-
gram of legislative oversight exists also stimulates agency
self-evaluation, which may bring about improved operations.

An Informed Legislature: Oversight studies help inform
citizen legislators about agencies, programs, and activities.
A primary objective for JLARC is to gather, evaluate, and
report information and make recommendations that can be used in legislative decisionmaking. Reports
provide information that may be useful to legislators during deliberation on legislation, during committee
hearings, and in responding to constituent questions or requests for assistance.

Compliance with Legislative Intent: The oversight function helps ensure that laws are being carried
out as the Legislature intended. In some cases, intent may not have been clearly understood by pro-
gram administrators; in other cases, statements of intent may have been ignored. In those instances
where legislative intent is not explicit in statute, an oversight study can assess and report to the General
Assembly on how an agency has decided to implement its mission.
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JLARC-Recommended Revenue Stabilization Fund
Accumulates Cash Reserves, Ensures Fiscal Fithess
As in previous editions of the Report to the General Assembly,

q this article spotlights a JLARC study that has had long-term positive effects. )

One of the bright spots in Virginia’s current fis-
cal situation is the solid financial foundation pro-
vided by the growth of the State’'s Revenue Sta-
bilization Fund. A JLARC initiative of the early
1990s, this “rainy day” fund will approach a bil-
lion dollars in deposits and interest. As aresult,
the fund is now the backbone of the
Commonwealth’s balance sheet, providing a
large cash reserve that helps protect the State’s
coveted AAA bond rating and serves notice that
the Commonwealth is prepared to weather eco-
nomic downturns that are an inevitable part of
the business cycle.

With scheduled deposits and predicted interest,
the Revenue Stabilization Fund is estimated to
reach approximately $950 million dollars at the
end of fiscal year 2002. If this happens, the

Staff produced a series of reports, including the
1991 report, Proposal for a Revenue Stabiliza-
tion Fund in Virginia. This report provided the
foundation for Senate Joint Resolution No. 159
of the 1991 Session and House Joint Resolu-
tion No. 94 of the 1992 Session. Subsequent to
the passage of these measures, the people of
Virginia voted by a three to one margin in No-
vember of 1992 to amend the Constitution of
Virginia to provide for the creation of the Rev-
enue Stabilization Fund.

While the final vote on the fund was overwhelm-
ingly positive, the road to passage was not pre-
ordained. A 1990 proposal put forward by
JLARC member Senator William A. Truban
failed. In 1991, a substantially revised proposal
was developed by the Commission and JLARC

fund will actually exceed the

maximum amount allowed Accumulation of the JLARC-Recommended “Rainy Day” Fund
in the fund, which for FY $1.000
2002 is estimated at $934.5 !
million. At that point, excess 950
money in the Fund will be 900 7
paid into the State General 850 7 Cumulative
Fund after appropriation by 800 T Balance—
the General Assembly. 750 T —
700
The Revenue Stabilization 650 T
Fund was an outgrowth of | @ 600 77 nterest —
Commission interest in de- | £ 550 77—
veloping a fiscal strategy for = 500 _
confronting revenue short- 450 ——— Depostt
falls similar to the one en- 400
countered by the Common- 350 T
wealth during the 1990 - 300
1992 recession. At that 250 — -
time, the State experienced 200 -
unusually large revenue 150 ] -
shortfalls that challenged 100
the State’s budget making 50 —1—ﬂ—i i I
process. JLARC was man- 0
dated by the 1990 Appro- 1995 1996 1997 1998 1999 2000 2001 Prgj%%%ed*
prlatlon Act to StUdy the ex- *$187.1million is required for deposit in FY 2002, based on FY 2000 revenues.

ecutive budget process.




staff, with valuable assistance and advice pro-
vided by members and staff from the Senate
Finance Committee, House Appropriations
Committee, and Auditor of Public Accounts. This
measure (SJR 159 of

sures remain in the General Assembly today —
JLARC's current Chairman, Delegate Vincent F.
Callahan, Jr., Delegate Lacey E. Putney (like
Callahan a member of JLARC from its incep-
tion) and Delegates

the 1991 Session) was

Thomas W. Moss,

sponsored by Senator
John C. Buchanan,
JLARC’s Chairman at
the time, and other
Commission members.

“In general, the commonwealth does a good
job with its fiscal practices. Virginia has a triple-
A bond rating from all three agencies. Even
with lower than anticipated revenues, it contin-
ues to add money to its rainy day fund.”

Jr. and Jay W.
DeBoer.

After legislative pas-

The measure was de-

--Governing Magazine, February 2001

sage, the measure
was put to the

bated extensively and
passed the House by only a 57 to 38 vote. As
required by the Constitution, the passage of an
identical resolution was required after an inter-
vening election.

Subsequent to the 1991 election, the measure
proposed by JLARC was better understood and
passed both houses more comfortably with
strong bipartisan support. JLARC’s new Chair-
man, Delegate W. Tayloe Murphy, Jr. carried
the new resolution, House Joint Resolution No.
94, again with the active support of the Com-
mission, which provided its only co-patrons.
Four of the JLARC co-patrons of these mea-

people of Virginia for
ratification in the 1992 election. The rationale
for the fund was simple and was expressed suc-
cinctly by the chairmen of the money commit-
tees (also JLARC members) in a letter to news-
paper editors around the State. The letter stated:

In plain English, a revenue stabilization
fund is a savings account for the Common-
wealth. Thirty-eight other states have simi-
lar measures, but Virginia’s Constitution es-
sentially requires that all revenues be spent
as they are received. Consequently, in
years of revenue surplus, there is tremen-
dous pressure to spend every penny of tax

{ How the “Rainy Day” Fund Works}

The provisions of the Revenue Stabilization Fund intentionally encourage deposits and discour-
age withdrawals. The Commission took this approach because while 38 states had rainy day
funds in 1990, many of them had no money in them. JLARC wanted a fund that would grow to
a level where it would provide meaningful relief in a major revenue crisis.

Putting Money In. The Revenue Stabilization Fund is a kind of State savings account. Inyears
when revenues are growing at above-average rates, half of the revenues above a six-year
average growth rate are deposited into the fund. This provides the State with some growth in
revenues but discourages spending at unrealistically high levels. The money in the fund cannot
exceed ten percent of the annual revenues (averaged over three years) from taxes on income
and retail sales. The maximum fund balance for the fiscal year ending June 30, 2002, is esti-
mated to be $934.5 million. Because the State’s economy usually grows, the size of the fund
also grows.

Taking Money Out. The General Assembly can withdraw and appropriate money from the fund
when revenues fall short of forecasts. To allow the fund to accumulate to a level where it could
make a meaningful difference in a recession, there are three major constraints on withdrawals.
First, the amount of the shortfall must be more than two percent of the past year’s revenues from
income and retail sales. Second, only half of shortfall can be addressed by monies from the
fund. The rest of the shortfall must be covered by budget cuts or other revenue measures.
Third, only half of the fund can be used in any one year. That way, some reserve is available for
a prolonged downturn.




revenue that is collected. In theory, taxes
could be cut, but often the amount of sur-
plus is so small that there is no practical
way to do so. Further, experience tells us
that needs are great and there is an equal
chance of a comparable shortfall in a fu-
ture year. So, each year all collected rev-
enues are spent. Wouldn't it be better to
save a small percentage of

mately $800 million in deposits have been made
or set aside from the boom years of the late
1990s. In FY 2001, when the economy turned
downward, no deposit was required. Indeed,
staff simulations of the fund have also proven
to be remarkably accurate. Using a 20-year
simulation, staff illustrated a possible fund bal-
ance of $805.58 million by the end of FY 2002.

The actual balance will

revenues in surplus years
for use in shortfall years?
We think so. We hope you
agree that approval of this
amendment would promote
revenue stability and add to
Virginia's heritage of fiscal
responsibility.

(Source: October 7, 1992 letter

by Senator Hunter B. Andrews and
Delegate Robert B. Ball, Sr. to various

Virginia Newspaper editors.)

The proposal received wide,
but not unanimous, support in

Two current Commission members,
Delegate Callahan (the current
JLARC Chair) and Delegate Putney
were co-patrons of the final joint reso-
lution which, with public support, cre-
ated the Revenue Stabilization Fund.

likely exceed that amount,
though not by much.

Many factors have led to
the success of Virginia's
Revenue Stabilization plan.
Certainly, the support of
Virginia’s Governors and
the effective administration
of the fund by the execu-
tive branch have played a
role. Also, the General As-
sembly has kept faith with
the fund’s purpose and in-

the press. One editorial ar-

gued, “Virginia doesn’t need a savings account.
It should raise the money it needs through taxes
and return money it doesn’t need through tax
relief.”

Yet, the Revenue Stabilization Fund has per-
formed much as Commission members and the
General Assembly expected it would. Approxi-

tent. Hopefully, economic
conditions will remain strong in Virginia, and the
Revenue Stabilization Fund will reach its legal
maximum and simply return interest to the Gen-
eral Fund of Virginia. More likely, as JLARC's
members anticipated over a decade ago, there
will be rainy days when the fund will need to be
tapped. Fortunately, there will be money in the
bank and the State should be able to meet its
most pressing needs.

10



r

.

Follow-Up of Recent JLARC Studies

This section addresses a provision in the Commission’s enabling statutes requiring the follow-up of
JLARC reviews. Summaries of still-active studies are provided, as well as the actions taken by the
General Assembly and executive agencies to implement report recommendations.

\V
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Virginia’'s Medicaid Reimbursement
to Nursing Facilities

The 1999 General Assembly Session required a
JLARC review of Medicaid reimbursements to
nursing facilities. The State’s Medicaid program
is administered by the Department of Medical As-
sistance Services (DMAS). Virginia's Medicaid
budget for FY 1998 was $2.3 billion, of which about
$410 million (18 percent) was for Medicaid pay-
ments to nursing facilities. The reimbursements,
which are paid almost equally by federal and State
funds, support the long-term care services that
nursing facilities provide. Nursing facilities are the
major providers of long-term care services in Vir-
ginia.

The study mandate reflected legislative concern
that State reimbursements to nursing facilities
might not be adequate. The mandate required
JLARC to examine a number of issues regarding
the State Medicaid program’s methodology for
determining nursing facility reimbursements, in-
cluding “the adequacy of reimbursement levels for
providing quality care.” Nursing facilities had indi-
cated their belief that they had legitimate, approved
costs for services that were not being recognized
by the State’s reimbursement methodology. In to-
tal, the nursing facilities indicated a need for an
additional $104 million in FY 2001.

The conclusions of this JLARC study included
the following:

®= The State had controlled Medicaid reimburse-
ments to the nursing facilities over the years,
and a number of concepts used to achieve that
control promoted efficiency and were consis-
tent with nationally-recognized procedures.

® However, a review of the DMAS reimbursement
methodology also indicated that certain com-
ponents of the methodology had not been ad-
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equately updated and appeared to be exces-
sively restrictive.

® Evidence considered during the review indi-
cated that one of the impacts of unduly restrict-
ing the Medicaid reimbursements was that pri-
vate pay residents appeared to subsidize some
of the costs of the Medicaid patients. The eg-
uity of this situation was questionable.

® The factors that related to controlling nursing
facility costs were not the same as those that
promoted quality. For example, while an analy-
sis indicated that higher-quality care tended to
be available more often in small and non-profit
facilities, lower-cost care tended to be available
more often in large and for-profit facilities.

® There appeared to be opportunities available
through a DMAS review of best management
and operational practices to obtain additional
value for the dollars spent at some facilities.

® Some approaches to achieve greater method-
ological simplicity were discussed in the report.
Among these were the development of one pay-
ment system to include specialized care resi-
dents, the movement of indirect care costs to a
price-based system, and the reduction of some
cost settlement activities.

® JLARC staff options indicated that a range of
from $1.7 to $31.8 million in additional funding
could be provided to address shortcomings in
the State’s reimbursement approach, including
nursing and certified nursing assistants’ sala-
ries. About half of these costs would be federal
costs and half would be State costs.
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A number of the study recommendations called
for funding and policy actions by the General As-
sembly. The 2000 Session was responsive to this
need, directing DMAS to make several significant
changes regarding the Virginia’s nursing facility
reimbursement system. The General Assembly




relied on the JLARC study to provide a balanced
perspective on the issue of Medicaid-funded nurs-
ing facility reimbursement, including whether there
was a need for increased funding, the amount of
funding needed, and where the increased fund-
ing should be targeted.

In support of JLARC funding recommendations,
the General Assembly added $11.4 mil-
lion to the 2000-2002 proposed

budget funding increase

of $16.6 million, for a corantt
total of $28 million. In , (o
addition, the General
Assembly directed that
the entire funding in-
crease should be tar-
geted to reimbursing di- W
rect care costs, a key rec- e P
ommendation in the report. .
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More specifically, and in ac-
cordance with concerns
raised by the JLARC study,
DMAS was directed by the
General Assembly to increase
the reimbursement rates to ac-
complish the following:

® restoration of funding for the negative impact
of the case mix adjustment resulting from the
Patient Intensity Rating system;

® reduction of the occupancy standard to 90 per-
cent for indirect and plant costs, and removal
of the standard entirely from the determination
of direct care rates;

® adjustment of the direct care cost ceilings to
112 percent of the peer group median and sub-
sequently every two years; and

® elimination of the direct care incentive payment.

DMAS adopted emergency regulations to accom-
plish these changes, effective July 1, 2000, and
the department reports that the process of adopt-
ing permanent regulations is well under way. The
transition period is intended to end in January
2002.

Another study recommendation called for DMAS
to develop a plan for implementing quality of care
incentives. DMAS reports that a work group (which
includes the Department of Health) has developed
a plan to recognize nursing facilities that have
shown exceptional performance during a given

year. Information on innovative processes and best
practices will be disseminated to the public and to
the nursing facility industry.

Study Receives Award

This JLARC study received consid-
erable media attention upon its re-
lease, including a high-profile

Washington Post article. More im-
portantly, The evaluation section
of the National Conference of

State Legislatures awarded the
study a Certificate of Recogni-
tion of Impact. This award an-
nually recognizes superior

gl o evaluation studies by
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o : JLARC’s national peer
agins T group of oversight organiza-
tions.

The criteria for this award
included:

® program improvements as a result of
implementing study recommendations,

® documented impacts from the Legislature’s per-
spective, and

® public impacts, such as those demonstrated by
media attention and/or advocacy group support.

Air Medevac Services
in Virginia

Item 161 of the 1998 Appropriations Act directed
JLARC to study the air medevac system in Vir-
ginia. The study was prompted by concerns about
the adequacy of funding for air medevac provid-
ers and about continued availability of the service
statewide.

This study noted that air medevac coverage is ad-
equate in most areas of the State. However, the
review found some inconsistencies in service that
needed addressing. Most notably, the location of
the helipad for MCV Hospitals was unsatisfactory,
requiring patients to be transferred to an ambu-
lance and driven several blocks through downtown
traffic. The report recommended that the helipad
be moved to a more appropriate site closer to the
emergency room. Additionally, the review noted
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that the Department of State Police should arrange
for two medical crew members, the industry stan-
dard, upon acquiring a larger helicopter for its
MedFlight | service.

In terms of the adequacy of funding, this review
found that although commercial providers reported
operating at a loss, it appeared unnecessary for
the State to subsidize the commercial providers.
However, because of a concern as to whether all
programs could remain in operation over the long
term, the Department of Health and Department
of State Police were advised to develop a contin-
gency plan for the continuation of air medevac
services in any part of the State which lost ser-
vices.

Further, the Department of Health needed to
strengthen planning and coordination activities for
the air medevac system. Reviewing the regula-
tions governing the air medevac providers would
be a necessary step, as well as updating the statu-
torily-required statewide emergency medical ser-
vices plan.
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MCV’s new hospital-
based helicopter pad --
a JLARC study
recommendation --
began operation this
past summer.
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In accord with a study recommendation, the State
Police have acquired three of four replacement
helicopters, and a fourth is imminent. These new
helicopters will have sufficient space inside for two
medical personnel, as recommended by the
JLARC study. In addition, the State Police report
that they have established an ongoing dialogue
with the Chesterfield Fire and EMS concerning the
feasibility of providing additional paramedics to the
MedFlight | program. The State Police are estab-
lishing in September 2001 the MedFlight 11l pro-
gram in Lynchburg, in cooperation with the Cen-
tra Health System. This new medevac service
will be directed toward the U.S 29 corridor and
south toward Danville.

The implementation of one study recommenda-
tion has recently had a visible result in downtown
Richmond. A new helipad has been constructed
on the roof of the main hospital of the Medical
College of Virginia. The photograph above provides
a close view of the new helipad in operation. Heli-
copters bearing patients needing emergency treat-



ment can now be seen from the windows of the
General Assembly building, as they utilize this new
heliport on a regular basis.

An issue discussed in the JLARC review was the
fairness of State Police medevac operations be-
ing primarily publicly funded, whereas patients re-
ceiving similar kinds of ground-based emergency
medical assistance, or medevac services from pri-
vate providers in Virginia, are often billed for those
services. The study recommended that Virginia
consider an approach used by several other states,
wherein the hospital supplying the medical crew
bills the flown patient for medical services, but not
for the air transport itself.

In response to this recommendation, the State
Police initiated correspondence with the Federal
Aviation Administration to clarify the issue. As
hoped, the FAA approved charges made for medi-
cal services that are the same as the charges that
would be made for the same services in an am-
bulance or other surface vehicle. Thus, it would
appear prudent that reimbursement for the asso-
ciated medical costs be included on the patient’s
billing by the appropriate medical facility without
reference to charges for air transport. If this new
approach is successfully implemented, it should
partly offset at least some of the losses incurred
through operating medevac services.

As recommended in the report, the State Police
have considered the need for contingency plans
for the continuation of air medevac services in any
part of the State which loses services. As a short-
term solution, the State Police would, within its
aviation assets, provide a helicopter and pilots to
the affected area, and the health care system in
that area would continue to provide the medical
crew, supplies, and equipment. A long-term solu-
tion, however, would require additional funding and
the acquisition of an additional helicopter, issues
which the General Assembly may wish to consider.

State Oversight of Commercial
Driver-Training Schools
in Virginia

House Joint Resolution 470, approved by the 1997
Session of the General Assembly, directed JLARC
to conduct a study of the effectiveness of State
oversight of commercial driver-training
schools, including the licensing and monitoring of
these schools. The oversight of commercial driver-
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training schools is a responsibility of the Depart-
ment of Motor Vehicles (DMV).

This study found that, systemwide, most commer-
cial driver-training schools were complying with
DMV'’s standards and training drivers as required.
However, despite the increasing role of commer-
cial schools in training and licensing young driv-
ers, graduates of commercial driver-training
schools were more likely to be involved in
accidents than were graduates of public or private
school driver education programs.

In terms of DMV'’s oversight, this review found that
selected existing standards needed to be strength-
ened. Further, there was a need for additional stan-
dards to ensure uniformity and consistency of in-
struction statewide, and compliance with of the
Code of Virginia and DMV'’s Curriculum Guide for
Driver Education in Virginia.

The review also identified other areas in DMV’s
oversight process for commercial driver-training
schools that needed improvement. For example,
DMV needed to focus on increasing several factors:

® the consistency of its reviews of student train-
ing documentation and course curricula,

® the comprehensiveness of the audits of com-
mercial school training vehicles,

® the use of monitoring visits between annual au-
dits, and

® the training given DMV staff who conduct audits.
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As recommended, DMV has proposed regulatory
changes and/or changed its commercial school
audit forms to:

® toughen requirements for the safe mechanical
condition of training vehicles and to require spe-
cific safety equipment,

® require commercial schools to provide standard-
ized documentation of the subject areas cov-
ered for each period of in-car driving instruc-
tion, and enforce compliance with all subject
areas required by the Curriculum Guide for
Driver Education in Virginia,

® change the periodicity of the commercial school
annual audit to 12 months rather than each cal-
endar year, in order to ensure a one-year maxi-
mum gap between audits,



® limit commercial schools’ use in their advertise-
ments of misleading references about certifi-
cation or licensing by other State agencies or
boards,

® require that classroom instruction on aggressive
driving be provided in classroom instruction,

® verify commercial school compliance with local
fire regulations,

® clarify how driving demerit points and safe driv-
ing points are to be calculated in considering
instructor driving records,

® require a State Police (as opposed to local law
enforcement) background check for all appli-
cants seeking to operate or teach in a commer-
cial school, and

® revise background check provisions to include
convictions for illegal drugs and for sexual ex-
ploitation crimes.

Audit-related improvements were implemented in
September 1998 through revisions to the audit
forms. However, a majority of these improvements
require promulgation and approval of regulations.
A notice of Intended Regulatory Action (NOIRA)
was published in April 2001, and the proposed
regulations were published in May.

In accord with other JLARC recommendations, two
additional program improvements have been
implemented by DMV:

® all commercial schools are now required to post
DMV-furnished signs advising students of their
right to notify DMV of any concerns about the
quality of instruction, and

® DMV has developed a standardized and auto-
mated database for use in analyzing and track-
ing results of commercial school audits.

In response to study recommendations, the 1999
General Assembly passed House Bill 2499, which
increases and clarifies the DMV Commissioner’s
authority over commercial driver-training schools,
including the authority to issue sanctions for vio-
lations of standards. This new authority allows
the Commissioner to place limits on the types of
driver education training provided, or restrict the
use of a school’s vehicles. It also allows the Com-
missioner to immediately suspend a commercial
school’s license to operate if the school’s conduct
violates the Code of Virginia or promulgated regu-
lations and is a danger to public safety.
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JLARC Study Series on
Health Regulatory Boards

House Joint Resolution 139 and the Appropria-
tion Act, approved by the 1998 General Assem-
bly, directed JLARC to study the effectiveness of
Virginia’s health regulatory boards and the Depart-
ment of Health Professions (DHP). DHP and the
12 health regulatory boards for which the depart-
ment provides staff support have the responsibil-
ity for ensuring the safe and competent delivery
of health care services through the regulation of
health professions.

This review was conducted in two phases. The
first phase included a review of licensing and rule-
making functions of the boards, composition and
structure of the boards, financial responsibilities
of the boards and DHP, and the role of the Board
of Health Professions. The findings from the first
phase were presented in an interim report.

The second phase review focused on the disci-
plinary system used by the boards and the de-
partment. The review found that aspects of the
disciplinary process were working well. The qual-
ity of the work by DHP and board staff was gener-
ally good, and the system developed to process
and adjudicate cases was effective. However,
there were some areas in which policy and statu-
tory changes were needed to improve the process.
In addition, the inspection program did not meet
stated goals and might not provide for adequate
drug control. The report contained recommenda-
tions to address these concerns.

The study identified several concerns regarding
the time required to process disciplinary cases.
Most boards took in excess of one year on aver-
age to resolve disciplinary cases, and the Boards
of Medicine and Psychology took in excess of two
years on average. The report also found that many
of the cases that took too long to resolve involved
serious misconduct by a practitioner, and the de-
lay in resolving these cases created unreasonable
and unacceptable risks to public protection and
public safety. Recommendations to improve case
processing time were provided.

The study also found that the Board of Medicine
did not adequately protect the public from sub-
standard care by physicians. With the existing
gross negligence standard for taking action, the
Board of Medicine rarely sanctioned physicians



for standard of care violations. In addition, the
Board of Medicine did not adequately handle
medical malpractice payment reports.
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The 2000 General Assembly enacted a significant
recommendation of the JLARC study. The new
statute requires all mental health service provid-
ers to advise their patients of their right to report
misconduct by another mental health provider to
DHP. The licensee is further required to docu-
ment the alleged misconduct in the patient record,
and to provide relevant information on how to file
a complaint. Further, the complainant is provided
immunity from criminal or civil liability resulting
from the complaint.

Of particular concern during JLARC's review was
DHP’s handling of medical malpractice cases and
an observed tendency to close these cases with-
out appropriate information upon which to make
the decision. As recommended, DHP re-evalu-
ated its policies in this area. Subsequently, the
Enforcement Division and the Board of Medicine
developed a new protocol for handling medical
malpractice cases, which is now in effect.

In accord with study recommendations about time-
liness in processing disciplinary cases, DHP has
developed new time-frame standards for case
resolution. Agency enforcement staff monitor all
disciplinary cases through an improved tracking
system. It is hoped that the new approach will
ensure expeditious resolution of cases in which
serious misconduct is alleged.

A serious budget deficit in Certified Nurse Aide
program, and the resulting impact on necessary
disciplinary actions, were study concerns. DHP
reports that this deficit is being eliminated by fee
increases that became effective in April 2000, and
that disciplinary decisions are now being ad-
dressed by the Board of Nursing.

The study recommended removing the prohibition
in the Code of Virginia against the practice of den-
tistry under a firm name. This recommendation
appears to have been judicially supported in one
Fairfax Circuit Court case in August 2000, which
declared the statute an unconstitutional depriva-
tion of the practitioner’s First Amendment com-
mercial speech right.

Through a new departmental policy directive, DHP
has addressed a study concern about making the
process for license or certificate reinstatement
uniform across all health regulatory boards, par-
ticularly the scheduling of fees.
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The review noted a serious pharmacy inspection
backlog. DHP reports it has been proactive in this
area, eliminating the backlog by establishing dedi-
cated pharmacy inspector positions and hiring
additional inspectors.

In accord with another study recommendation,
DHP now requires that all routine inspections of
veterinary facilities be unannounced.

Review of the
State Board of Elections

House Joint Resolution No. 51 (1998) directed
JLARC to study the State Board of Elections
(SBE), including the relationship of the Board with
the local registrars, and the automated system used
to maintain the registered voters list. The study also
examined the important role played by the Division
of Motor Vehicles (DMV) in processing voter reg-
istration applications, as required by the National
Voter Registration (“motor voter”) Act of 1993. The
review raised a number of serious concerns:

® The State Board had not provided training to
local elections officials and had failed to
approve new voting equipment. As a result, the
registrars reported being dissatisfied with the
support provided by the Board.

® The review found cause for concern about the
maintenance of the registered voters list. In-
formation from the State Police and the Depart-
ment of Health used by the State Board ap-
peared to be inaccurate in some instances, and
the process used by the State Board to remove
felons and the deceased appeared inadequate.

® The automated Virginia Voter Registration Sys-
tem being used was inadequate to support the
State Board and the local registrars. A new sys-
tem which used modern equipment, a high-
speed network, and an improved database de-
sign would enhance the registrars’ ability to keep
an accurate list of registered voters.

® The review found both SBE internal manage-
ment and external support of the registrars to
be weak. This was having a significant impact
on operations, as evidenced by poor internal
communications, a lack of discipline, and the
failure of the State Board to carry out its statu-
tory duties.



® Various procedural modifications and technical
improvements were needed to improve DMV’s
role in the voter registration process.
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A number of significant actions have been com-
pleted or are under way in response to the JLARC
study. These initiatives have involved a range of
actors, including the General Assembly, the State
Board of Elections, the Division of Motor Vehicles,
the Department of Health, the Department of In-
formation Technology, the State Police, and the
general registrars. Selected accomplishments in-
clude the following:

® In response to a study recommendation, the
General Assembly amended the Code of Vir-
giniato create a National Voter Registration Act
Coordinating Committee. The Committee,
which is composed of representatives from the
State Board of Elections, DMV, three other State
agencies providing voter registration opportu-
nities, and general registrars, reports to the Sec-
retary of the State Board of Elections.

® To address a study concern about the level and
timeliness of training provided to election offi-
cials, the General Assembly amended the Code
of Virginia to specify that annual training of reg-
istrars and electoral boards is the responsibility
of the State Board. In response, the Board ap-
pears to have taken significant steps to provide
more and better training opportunities for reg-
istrars and electoral board members, as well
as in-house staff.

The General Assembly amended the Code of
Virginia to explicitly allow the transfer of data
between DMV, SBE, and each of the general
registrars.

® In accordance with a study recommendation,
the General Assembly amended the Code of
Virginia to authorize pilot projects for consoli-
dation of the pollbook with the registered voter
list. The results of pilot testing in Henrico County
and the Town of Vienna appear promising. A
new front-end system utilizing the combined list
information reduces the risk of error and also
speeds the flow of persons through the check-
in process. However, there appears to be a
need for the General Assembly to address sev-
eral FOIA-related issues, which will likely be stud-
ied by the Election Reform Task Force this year.

® In support of a JLARC recommendation, the
General Assembly provided emergency fund-
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ing to allow deployment of personal computers
and desktop printers, along with standard soft-
ware and training, to all 135 general registrars’
offices. This deployment, including a new tele-
communications network and email, is substan-
tially completed.

® Per a study recommendation, the General As-
sembly required electronic linkage between
SBE and Virginia State Police, effective April 1,
2000. Subsequently, staff of SBE, the State Po-
lice, and the Department of Information Tech-
nology began working on this linkage, which
SBE reports is now fully implemented. The new
approach allows the transfer of the complete
list of felons in Virginia and monthly updates.
SBE is also pursuing the feasibility, as recom-
mended, of verifying voter registrations against
national sources of felony records. These ap-
proaches should assist SBE in maintaining the
accuracy and integrity of the voter registration list.

® Per another recommendation, the State Board
has established an electronic linkage with the
Virginia Department of Health. This linkage in-
creases registration accuracy by allowing timely
removal of deceased persons from the voter
lists. Development of linkage to allow matches
between the Social Security Master Death
Record File and the Virginia Voter Registration
System (VVRS) is also under way, as recom-
mended.

® The report noted that SBE had not complied
with a statutory mandate to review and certify
new types of voting equipment. In response,
the Board reports that new certification proce-
dures have been implemented, and several
vendor submissions are expected in the near
future.

® The study noted that the “bail-out” provisions of
the Voting Rights Act might be useful for cer-
tain jurisdictions. This provision frees localities
which can demonstrate a high level of compli-
ance with the Act from some of the cumber-
some requirements. SBE reports it has been
encouraging jurisdictions in this regard. To date
five localities have been approved and several
others are actively considering this option. Itis
believed that Virginia is the only state to have
any localities completing the bail-out process.

® A number of study recommendations addressed
the possible development of a new voter regis-
tration system. SBE reportsitis in the final stages
of development of a new statewide system, which
is scheduled for implementation this fall.



® The study found that Division of Motor Vehicle
employees could do a better job of notifying cus-
tomers that they could register to vote at DMV
offices. DMV reports that in response, it has
developed a training manual for the DMV cus-
tomer service centers, which contains a voter
registration component and is now being used
as part of new employee training. DMV also
reports it has changed its procedures so that
its customers are now notified at two different
points of contact — at the information counter
and at the transaction window — that they may
register to vote.

® The JLARC study expressed some concerns
about the application form used by DMV to reg-
ister voters. DMV'’s recent status-of-action re-
sponse notes that the agency has worked with
members of the 2001 General Assembly and
registrars to revise the voter application for bet-
ter understanding and increased likelihood of
validation.

® In addition, working together, the Division of Mo-
tor Vehicles and the State Board of Elections
have developed a service allowing citizens to
verify that they are registered to vote. By ac-
cessing the SBE website, individuals can de-
termine their voting registration status, voting
location, and their State and federal elected
officials.

Child Support Enforcement:
Interim and Final Reports

The 1999 General Assembly Session directed
JLARC to evaluate the State’s child support en-
forcement activities, including the caseload, man-
agement, employment levels, and workload of the
Division of Child Support Enforcement (DCSE).
DCSE is the largest division in the Department of
Social Services in terms of staff and budget, and
is responsible for collecting and enforcing child
support in the State. DCSE serves about one-
fourth of Virginia’s children, and its caseload com-
prises over 390,000 cases. DCSE is funded pri-
marily with federal funds.

The first phase of this study was completed in De-
cember 1999. The interim report found that
DCSE’s reported caseload size, while substantial,
appeared to be somewhat overstated because
some cases could be closed or could be excluded
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from the caseload figure due to minimal work ac-
tivity. In response to this finding, DCSE initiated a
case closure project, which resulted in the closure
of more than 69,000 cases. The interim report also
found that the dramatic decline in the welfare
caseload and several federal funding changes
were causing DCSE, for the first time, to experi-
ence a budget deficit and increased budget insta-
bility. The 2000 General Assembly allocated funds
to cover most of the projected deficits through
2002, but it is likely more funds will be needed.

The second phase of the study examined the child
support enforcement program in more detail, and
addressed such issues as district office perfor-
mance, the adequacy and appropriateness of staff-
ing levels, and management of the program. In
addition, the study provided recommendations as
to “how the program can be improved to better
meet the needs of our children,” as required by
the mandate.

The study found that while Virginia’s program has
enjoyed a good national reputation over the years,
the federal performance expectations are becom-
ing more demanding. In order to maintain or im-
prove overall performance, Virginia will need to
improve staffing levels. Of the 105 additional staff
recommended in the report, 74 positions were to
replace DCSE's recent elimination of federally
funded contract positions.

The major finding of the two-year review was that
additional resources are needed, especially staff
resources, in order to improve the State’s ability
to collect child support on behalf of Virginia’s chil-
dren. The larger policy question, however, is to
what extent the State desires to improve the child
support enforcement program and whether the
necessary resources can be found.
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While DCSE has not received the additional staff
resources required to fully address the JLARC
recommendations, DCSE has implemented sev-
eral important changes which will improve the
collection of child support payments for Virginia’'s
children. In accord with a study recommendation,
DCSE developed district performance goals,
which are in effect for this fiscal year. The Divi-
sion appears to have improved it data collection
and distribution efforts in this regard. DCSE also
appears to be committed to more rigorous self-
assessment at all levels: district, team, and indi-
vidual employee.

A study concern was that DCSE’s lengthy hiring
process for filling vacancies added to the prob-



lem of understaffing. The division reports that it
has taken several important steps to correct this
situation, including increasing staff commitment
to processing applications, posting position an-
nouncements on the internet, and streamlining the
interview and approval processes.

In accord with other recommendations, DCSE has
recently completed a workload analysis to develop
caseload standards. These standards will be used
to determine the number of caseworkers needed
per functional area. It is hoped that this analysis
will also provide guidance concerning the neces-
sary number of support staff to achieve maximum
efficiency.

In response to training concerns, the division has
developed an annual training plan, which has been
distributed to all managers. As recommended,
the plan is based on a needs assessment, and
includes modules on frequently asked questions
and case closure procedures. DCSE has also
placed an increased focus, as recommended, on
sharing best practices among the districts.

As recommended, DCSE has centralized contract
management activities to improve ongoing over-
sight of its many contractors.

The report identified a number of technological
improvements that could result in increased fed-
eral funding for Virginia’'s child support enforce-
ment program, as well as improved services to
clients. DCSE appears to be making significant
progress in these areas. Although the full range
of division activities in this area is beyond the
scope of this summary, a few examples follow:

® expanding the capabilities of the Automated
Program to Enforce Child Support (APECS),
while re-engineering the system to a more mod-
ern and flexible database structure,

® piloting a new database program called PRISM
(Performance Results Information Systems
Manager) which will be integrated with APECS
to afford easy access to critical reports,

® improving the APECS worklist feature so that
caseworkers can more easily reconcile new in-
formation from financial institutions against their
individual case list,

® automating the case closure process,

® achieving more efficient access to wage and
withholding information from other states,
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® through outreach efforts, tripling the number of
employers submitting employee child-support
payments through electronic fund transfers,

® enhancing the telephone voice-response sys-
tem so that clients are more likely to remain on
the line until they can be assisted, and

® exploring the potential for a comprehensive, fully
interactive web site, through which clients could
access everything from application forms and
frequently asked questions to timely informa-
tion on their individual cases.

Per another JLARC recommendation, DCSE has
begun developing a strategic plan to guide all ac-
tivities of the division and ensure that they meet
the established federal and State performance
standards and legislative requirements.

Child Support Enforcement
and the Judicial Process

When JLARC staff briefed the Commission on the
final child support enforcement study, the Com-
mission directed the staff to conduct an additional
analysis. The new study was to evaluate the sta-
tus and development DCSE partnerships with lo-
cal courts, local sheriffs’ offices, and other enti-
ties in the collection of child support payments.
The Commission requested this additional review
to determine whether additional partnerships could
decrease caseloads, increase federal incentives,
and reduce the amount of delinquent child sup-
port owed to children in Virginia.

The special inquiry focused on the primary part-
ners in the collection of child support through the
judicial process: DCSE, the courts, and the sher-
iffs. In addition, the inquiry focused on a private
company, known as Restitution and Inmate De-
velopment or RAID, which provides one alterna-
tive to incarceration for noncustodial parents that
are not meeting their child support obligations. Five
major conclusions emerged from this evaluation:

® In Virginia, most child support actions can be
performed administratively by DCSE without ju-
dicial intervention. When judicial action is re-
quired, DCSE appears to be referring the ap-
propriate type of delinquent cases to court.



= DCSE appears to have good working relation-
ships with the local courts. Judges utilize a va-
riety of methods to encourage delinquent par-
ents to pay child support. They welcome alter-
natives to incarceration, and the RAID program
is one alternative. In addition, the judges do not
feel that they should determine which cases are
sent to court.

® The level of coordination between DCSE and
sheriffs’ offices varies, and there may be an op-
portunity to increase the role of sheriffs through
cooperative agreements with DCSE.

® The RAID program, a private for-profit company,
has been implemented successfully in several
localities and should be encouraged to expand
in areas where the localities determine that they
need such a program. However, the appropri-
ate role for programs such as RAID is as an
alternative to incarceration, not as a catalyst for
determining which child support cases should
be sent to court. In addition, it is inappropriate
for State officials to endorse this program over
others.

® Federal funds are available for additional part-
nerships, especially with sheriffs’ offices, if these
entities are providing enhanced child support
services that are above and beyond their nor-
mal duties and prove to be cost-effective in the
overall collection of child support.
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In response to a concern about how cases are
selected for enforcement action, DCSE is conduct-
ing a study (to be completed in 2002) of historical
information on the automated case management
system to identify significant relationships between
collections and the use of particular enforcement
tools.

In accord with a study recommendation, DCSE is
providing presentations to the Virginia Sheriff's
Association on issues related to child support en-
forcement.

As recommended, DCSE has initiated efforts to
determine whether federal child support funds can
be used to form cooperative agreements with se-
lected sheriffs’ offices. DCSE is currently conduct-
ing a pilot program with the Chesapeake Sheriff’'s
Association to improve child support enforcement
services.
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The Costs of Raising Children

Child support guidelines in Section 20-108.2 of
the Code of Virginia are used to calculate the
amount of child support a non-custodial parent is
required to pay. The guidelines were established
to provide those who determine child support
awards with a uniform, objective, and economi-
cally-based method of establishing fair, adequate,
and consistent child support awards. The extent
to which existing guidelines are fair and adequate
has been the subject of considerable debate.

The Code also requires the Secretary of Health
and Human Resources to convene a panel to re-
view periodically the child support guidelines. Ac-
cording to the review panel’s 1999 report, the panel
had concerns regarding the reliability and validity
of the data and studies upon which the guidelines
were based. Because of these concerns, the panel
questioned the equity and validity of the current
guidelines but felt that no preferable alternative
approach was currently available. Therefore, the
panel recommended that the current guidelines
be retained as an interim decision, but that the
General Assembly should authorize and fund a
Virginia-specific study of the cost of raising chil-
dren in “non-intact families,” to be used as the
basis for the next review of the guidelines.

Senate Joint Resolution 192 of the 2000 General
Assembly session was prompted by the review
panel’s 1999 report. The resolution directed
JLARC to include in its study of child support en-
forcement “an examination of the costs of raising
children in Virginia when parents live in separate
households.” The resolution further directed
JLARC to develop data that could be “used to
determine appropriate child support amounts.”

However, the General Assembly would probably
have had to spend millions of dollars to collect the
desired expenditure data, which would have re-
quired a large sample of custodial parents in Vir-
ginia, and then locating the corresponding non-
custodial parents to collect valid expenditure data
from them. Before embarking on such an ambi-
tious and problematic data collection effort, the
Legislature found it prudent to examine the cur-
rently available data more closely, and then to
determine whether collecting the additional data
would be cost-effective. Accordingly, the JLARC



study focused on what could be learned from ex-
isting, recently-collected data and applied to the
evaluation of Virginia’'s child support guidelines.

After analyzing currently available nationwide data
on household expenditures (including data from
single-parent households), JLARC staff concluded
that it would not be cost-effective for the General
Assembly to attempt a new, Virginia-specific data
collection effort. The study demonstrated how
current nationwide data could be used to estimate
expenditures on children, and how these estimates
could be used to evaluate the current guidelines
or to help determine new, alternative guidelines.

Three findings from this analysis were particularly
salient:

® Among households earning less than $30,000
annually, estimated spending on children gen-
erally appears to exceed the amounts that are
in the current guidelines.

® A key policy decision affecting the expenditure
estimates is whether housing and transporta-
tion costs should be attributed to children on
the basis of the per capita or the average use
approach (or some combination of the two).

® Having a set of expenditure estimates alone
would not be sufficient to determine appropri-
ate child support amounts, because there is a
need for additional policy decisions and adjust-
ments to be made as well. However, using ex-
penditure estimates as one of many components
may help ensure that child support amounts re-
alistically reflect the costs of raising children.
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The JLARC study has been provided to all mem-
bers of the current review panel. According to the
Department of Social Services (DSS), “It should
prove to be a very valuable resource for the
panel....Panel members should be better able to
understand the basic questions and principles in-
volved in constructing a state’s child support guide-
line, and to address each of the basic factors that
must be considered in recommending a viable
methodology for determining child support award
amounts.” DSS also notes that the report should
reduce much of the disagreement among panel
members, thereby reducing meeting time and in-
creasing efficiency of deliberations.

In addition to questions solely of support amounts,
the study recommendations may well affect the
operating procedures of the Division of Child Sup-
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port Enforcement, particularly relating to estab-
lishment or review and adjustment of administra-
tive support orders.

As the study is expected to serve as a primary
resource for the next guideline review, the panel’s
recommendations will likely become legislative
proposals for the 2002 Session of the General
Assembly.

Study Receives Award

Each year, the National Legislative Program Evalu-
ation Society of the National Conference of State
Legislatures sponsors a competition for the best
research report produced by JLARC’s national
peer organizations. For 2000, JLARC received
this prestigious “Excellence in Research Methods
Award” for its study, Technical Report: The Costs
of Raising Children.

JLARC methodologist Dr. Greg Rest, project
leader for the Costs of Raising Children study, re-
ceives the Excellence in Research Methods Award
from NLPES Awards Chair Jane Thesig at the
2001 NCSL meeting in San Antonio.

Criteria for this award included the following:

® a unique or innovative research design that was
appropriate to address the audit objectives,

® an exemplary methodology that was articulated
in concise terms,

® research results understandable and useful to
the intended audience.

The award citation for JLARC’s award further
noted that the awards committee was “truly im-
pressed with the innovative research design your
office used to determine how existing data could



be used to estimate household expenditures on
children, and how these estimates could be used
in evaluating and developing child support guide-
lines.”

The Virginia Department of Social Services sec-
onded NCSL's praise, stating that the report “pro-
vides a very good basis...to develop a revised
guideline schedule for consideration in the 2002
General Assembly Session.” Child support ex-
perts in other states have also expressed interest
in adopting the approach developed in this study.

Statewide Human Services
Information and Referral Program

House Joint Resolution 502 of the 1999 General
Assembly Session directed JLARC to evaluate
“the effectiveness of the Information and Referral
Centers in the Commonwealth” and to determine
“whether any legislative changes are necessary
to enable the program to work more efficiently.”
The Statewide Human Services Information and
Referral (I&R) program is established in statute
as a three-tiered system. These three tiers include:
six regional 1&R centers, which operate as inde-
pendent contractors; the Department of Social
Services, the State-level agency that administers
the program; and an advisory council that recom-
mends standards for improving the I&R system.
The purpose of the I&R system is to help link
people in need with community services desig-
nated to meet those needs.

This study found that Virginia’'s I&R system is not
well developed, even though it has been estab-
lished for a number of years and has been the
focus of numerous studies and recommendations
for improvement. In addition, this report also un-
derscored that none of the players in the three-
tiered system are currently meeting their statutory
responsibilities. The primary reasons include the
low priority that information and referral services
have received at the State level, lack of aware-
ness by citizens, and insufficient funding. This re-
port addressed the mandate through a series of
recommendations that would improve the deliv-
ery of information and referral services within the
current system.

While the recommended changes to the current
structure would improve performance, a larger
policy question identified was whether the Gen-
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eral Assembly wants to continue funding the cur-
rent system. The study recommended that the
State consider whether there are alternative ar-
rangements that might be used to more effectively
achieve its information and referral objectives. One
option explored was the development and imple-
mentation of 211 as a non-emergency informa-
tion telephone number that could link citizens to
designated human resource agencies in their own
communities. Another option discussed was the
development of a State-level, World Wide Web
internet site with links to all local, regional, and
State I&R resources across the Commonwealth.
Both options could improve citizen access to
needed information about public and private ser-
vices..
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The State and regional I&R centers have taken a
number of minor actions relative to JLARC staff
recommendations, which may have improved the
services provided through the program. How-
ever, the major recommendation of this study was
to determine whether a major restructuring of I&R
services was needed. In accord with this recom-
mendation, the Office of the Secretary of Health
and Human Services, in consultation with DSS,
the regional centers, and other health and human
resource agencies, completed a plan for restruc-
turing the statewide I&R system. The plan, which
was presented to the House and Senate money
committees in December 2000, includes recom-
mendations on alternatives to regional centers and
implementation of 211 as a non-emergency infor-
mation number. The General Assembly did not
take any action on this plan during the 2000 Ses-
sion. To date, the Secretary of Health and Hu-
man Services has not implemented any signifi-
cant restructuring of the 1&R program.

The Virginia Fair Housing Office

The 1997 Appropriation Act directed JLARC to
study the operations of the Virginia Fair Housing
Office (FHO). The FHO is located within the De-
partment of Professional and Occupational Regu-
lation (DPOR). The study mandate required an
assessment of the allocation of resources within
FHO, taking into consideration caseload, case
processing time, office staffing, staff training and
other appropriate issues. This study focused on




the efficiency and effectiveness of FHO staff in
administering and enforcing the provisions of the
Virginia Fair Housing Law.

A large backlog of unresolved complaints affected
fair housing operations from FY 1993 through FY
1997, increasing the amount of time needed to

been implemented, and that senior management
are pleased with the resulting accomplishments.
Among these accomplishments:

® To improve case processing and ensure com-
pliance with HUD'’s processing criteria, FHO has
implemented comprehensive case-processing
procedures which define

process complaints. However,
recent actions taken by DPOR
and FHO management had
eliminated the backlog. Nev-
ertheless, this study found
that the operations of the FHO
could be made more efficient
and effective in several re-
spects, thereby enhancing its
ability to promote and enforce
compliance with the Virginia
Fair Housing Law. For ex-

JLARC study.”

“Senior management of the Depatrt-
ment has continued to monitor the
Fair Housing section very closely
and has been pleased with the re-
sults and accomplishments that
have been achieved since the

—DPOR Director’s comment in
a recent status-of-action report.

each step necessary from
the receipt of a complaint
until it is either conciliated or
dismissed, or a charge of dis-
crimination is issued.

®m As recommended, a for-
mal training manual has been
developed. Further, the
agency reports that training
has received a very high level

ample, while staffing and re-
source levels were generally adequate to support
current operations, clerical staffing, staff training,
and legal support all required attention. Case pro-
cessing procedures also needed clarification. Fur-
thermore, data management problems identified
during the study could negatively affect the amount
of funding received from the U.S. Department of
Housing and Urban Development for complaint
processing.

The study also found that a cohesive strategy was
needed to promote and increase public awareness
of the Virginia Fair Housing Law, particularly
among those housing providers not required to
be licensed by DPOR. Approximately 80 percent
of FHO workload was attributable to complaints
filed against individuals and firms who were not
required to be licensed by DPOR. This study also
presented recommendations concerning the in-
vestigation and adjudication of fair housing com-
plaints. The report found that the investigation of
complaints could be strengthened through im-
proved collection of evidence, including better use
of fair housing testing methods. The adjudication
of complaints could be improved through better
consideration of evidence generally, and through
the establishment of a quasi-judicial administra-
tive hearing process.
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In accord with a JLARC study recommendation,
the General Assembly amended the Code of Vir-
ginia to allow investigations of fair housing com-
plaints to extend beyond one year when necessary.

Recent status-of-action reports from DPOR indi-
cate that all of the study recommendations have
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of attention since the JLARC
study, including attendance at HUD workshops,
staff completion of investigator certification
courses, training provided by the Attorney
General’s office, and participation in programs
offered by the Fair Housing Legal Support Cen-
ter of the John Marshall Law School (Chicago).

® Per another recommendation, FHO staff have
been meeting regularly with the Office of the
Attorney General to provide more direct access
to legal advice needed during the processing
of complaints.

® The study raised concerns about the agency’s
data management capabilities. Subsequently,
information systems staff completed major
changes to the fair housing database system,
including significant hardware and software up-
grades. FHO reports that these changes now
allow the office to capture an unprecedented
amount of detailed information about every com-
plaint filed.

® The study also called for FHO to significantly
increase awareness of, and compliance with,
the Virginia Fair Housing Law. In response, the
agency developed a management plan and
awareness strategy. Per the JLARC recommen-
dation, this strategy includes collection and uti-
lization of data concerning training session par-
ticipants, evaluation of the impact of these train-
ing sessions, identification of best practices
used by fair housing agencies in other states,
and the targeting of housing providers and prop-
erty managers not required to be licensed by
the Real Estate Board. FHO reports this multi-
faceted approach is having excellent results.
For example, in regard to unlicensed housing



providers alone, more than 500 people received
fair housing training during a recent three-month
period.

The Fair Housing Office’s most recent status-of-
action report to JLARC provides evidence that the
agency has indeed made appreciable progress in
improving programs. FHO'’s outreach and edu-
cation efforts have been nominated for this year’s
national “best practices award” from HUD. HUD
also nominated FHO’s conciliation process for a
national best practices award.

The Medicaid Inpatient Hospital
Reimbursement System

The 2000 Virginia General Assembly directed
JLARC to examine the process and methodology
used by the Department of Medical Assistance
Services (DMAS) to establish a new payment sys-
tem for Medicaid inpatient care. Inpatient hospital
care is the largest expenditure category for the
Medicaid program, accounting for about 23 per-
cent of the program’s expenditures in recent years.

JLARC conducted a similar review of the Medic-
aid inpatient program in 1990. At that time, DMAS
received high marks for developing and imple-
menting a reimbursement system for inpatient
hospital care that effectively controlled the growth
in payments for those services. Particular atten-
tion was given to the fact that DMAS saved the
State more than $64 million in 1990 by paying
hospitals only a portion of their allowable costs
associated with serving Medicaid patients. At the
same time, however, the report discussed the
looming specter of legal challenges to DMAS' re-
imbursement system and the potential threat this
posed to the long-term viability of the system.

Legal challenges were made to the old system.
Although these challenges abated, some of the
issues that were at the center of the hospital
industry’s lawsuit against the Commonwealth re-
surfaced as the State began the process of mov-
ing to a new reimbursement system in 1996. Spe-
cifically, the Virginia Hospital and Healthcare As-
sociation (VHHA) contended that at a time when
hospital costs were beginning to increase, DMAS
was making retroactive cuts to the inpatient reim-
bursement rates using data-bases that contained
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many errors. Further, VHHA asserted that a deci-
sion by DMAS to perpetuate the use of a rate “ad-
justment factor” unfairly reduced the Medicaid re-
imbursement for inpatient care by 21 percent. This
follow-up JLARC study provided a review of the
process used by DMAS to establish a new pay-
ment system, assessed the soundness of the
methodology used to set the new rates, and ex-
amined the adequacy of those rates.

In general, this study found the rate-setting meth-
odology implemented by DMAS to be logical and
internally consistent, while containing all the key
elements necessary to calculate rates for inpa-
tient hospital care. However, in developing this new
and more complex system of reimbursement, the
department had experienced a number of imple-
mentation and technical problems, some of which
needed to be addressed as the department moved
forward with full implementation of the system. In
addition, the department was continuing to apply
arate adjustment factor to hospital operating rates
that artificially suppressed the payment levels pro-
duced by the new reimbursement system.

In terms of implementation problems, the process
that was used to put the system in place, make
technical adjustments to the rate-setting method-
ology, and establish prospective rates was char-
acterized by protracted delays. Because of these
delays, DMAS was required, by regulation, to ap-
ply the initial rates for the system retroactively,
which was not consistent with the general intent
of the General Assembly.

From a technical perspective, the department ex-
perienced two problems that affected hospital
payment rates. First, the databases used by DMAS
caused some patient claims to be inappropriately
categorized. The result of this problem was that
the severity of some cases was underestimated,
and hospitals received an underpayment for those
cases. JLARC staff estimated a minimum of $11.4
million to resolve this problem. In addition, when
setting the payment rates for FY 1999, DMAS used
a method for estimating hospital costs that was
later determined to have lowered payment rates
to hospitals. The General Assembly appropriated
$12 million in FY 2000 to compensate hospitals
for the revenues lost as a result of this problem.

There was also some disagreement about DMAS’
tentative plans to recapture savings from hospital
payment rates that were paid in FY 1997 and FY
1998. The regulations that provide DMAS with the
authority to capture savings from hospitals based
on changes in the length of time that Medicaid
recipients received inpatient care were passed in



FY 1996. However, JLARC found that the meth-
odology used by the department to determine the
amount of savings that could be attributed to those
changes and recaptured by DMAS fell consider-
ably short of the burden of proof required by the
regulations. Therefore, any payment reductions
for lengths of stay savings appeared unjustified.

A major recommendation of the study was that
DMAS should refrain from reducing the payment
rates in effect in FY 1997 and FY 1998 based on
savings generated from a reduction in the length
of stay for Medicaid recipients in inpatient care.
Although regulations provide DMAS with the au-
thority to make such reductions in payments, the
JLARC review concluded there was no compel-
ling evidence that the department’s actions were
the cause of the reductions in length of stay.
DMAS accepted this conclusion, and refrained
from reducing payment rates.

Another recommendation of the study was to
phase out the rate adjustment factor. The JLARC
recommendation was subsequently supported in
a package of interrelated recommendations made
by the Joint Commission on Health Care, regard-
ing elimination of Certificate of Public Need.
DMAS estimated the cost of eliminating the ad-
justment factor at $83.7 million. Although the
General Assembly did not pass the bill (SB 1084
of the 2001 Session) which would have enacted
this recommendation, this issue is likely to be con-
sidered again in a future Session.

Impact of State-Owned Ports
on Local Governments

The Virginia Port Authority (VPA) is the State en-
tity responsible for operating, developing, and
marketing the State’s three marine terminal facili-
ties. These facilities are located in the cities of
Newport News, Norfolk, and Portsmouth, as well
as an inland terminal facility that is located in
Warren County. Prior to the State’s acquisition and
operation of these facilities, the marine terminals
were owned and operated by the cities of New-
port News, Norfolk, and Portsmouth. However, be-
ginning in the early 1970s, the State purchased
the three marine terminal facilities through the VPA
and became responsible for their operations. Sub-
sequently, based on a clear mandate and ac-
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companying authority from the General Assem-
bly, the VPA began the process of unifying the op-
erations of these marine terminals.

Since unification, the cargo tonnage that has been
shipped through the VPA's terminals has increased
consistently. However, because the VPA facilities
are State-owned, the host local governments are
not allowed to levy approved local taxes against
the terminals. Moreover, the scale and scope of
the VPA's operations has led to concern by the
host localities that the benefits they receive from
the facilities do not outweigh the cost of hosting
the terminal property.

The 1999 Appropriation Act directed JLARC to
study whether adequate compensation was be-
ing provided by the State to the host localities to
address the loss of local taxes or other revenues.
The review also examined other aspects of the
relationships between the ports and their host
localities, identifying both benefits and ways to
mitigate negative impacts. The primary findings
of the study can be summarized as follows:

@ The State has ensured that financial resources
have been available to develop and sustain the
operations of the VPA's terminal facilities, re-
sulting in substantial employment and wage
benefits for residents across the Common-
wealth.

® Localities hosting the VPA terminals also re-
ceive employment, tax revenue, and business
development benefits from the facilities’ opera-
tions. The business development benefits from
the terminals may be limited somewhat, how-
ever, by the fact that the three host cities are
essentially fully developed.

® Substantial benefits attributable to the VPA's op-
erations extend well beyond the boundaries of
the host local governments, particularly to some
localities in close proximity to the VPA host cities.

® Localities were receiving reimbursement for the
provision of fire protection services through a
service charge levied on the VPA property. How-
ever, other services provided by the local gov-
ernments that benefit the VPA's terminals were
not recognized for reimbursement.

® The host localities were forgoing a substantial
amount of direct local tax revenue — about $2.5
million in real property tax revenue in 1999 —
due to the fact that the VPA terminals are lo-
cated on very valuable property and are exempt
from local taxation.



® Additional reimbursement could be provided to
the VPA host localities based on some mea-
sure of the business activity at each terminal.

| |

The 2000 General Assembly implemented a ma-
jor study recommendation by amending the ser-
vice charge paid to local governments hosting VPA
property. The revised service charge, which went
into effect July 1, 2000, is based on the amount of
cargo tonnage shipped through the relevant prop-
erty, as well as the assessed value of the tax-ex-
empt real estate. This approach should be effec-
tive in alleviating the loss of direct local tax rev-
enues noted in the JLARC study.

The Port Authority itself has also implemented a
number of JLARC recommendations. The Author-
ity has reviewed all local government submissions
for reimbursement through the service charge for
compliance with the Code of Virginia requirements,
and has reported all omissions and errors to the
applicable local governments.

In addition, the Authority has identified and imple-
mented techniques that minimize the adverse im-
pacts of its business activities on localities with
terminal facilities. These approaches include:

® minimizing road movement of trucks between
VPA terminals through better planning of
intermodal container movements,

® changing the gate scheme to minimize truck
movements on Hampton Boulevard, in re-
sponse to concerns by the City of Norfolk, and

® reducing adverse impacts on neighboring resi-
dential areas by installing special shields on
high-mast lighting systems, rewriting specifica-
tions on major pieces of yard equipment to mini-
mize noise, and undertaking a major landscap-
ing initiative.

VPA also reports it has provided special assistance
to several local governments, including bulkhead
repairs adjacent to the Newport News Marine Ter-
minal, and funding assistance to Norfolk in con-
nection with improvements to Nauticus. A VPA
study is currently assessing the impact on the
Elizabeth River of expanding Craney Island.

Also as recommended, VPA is implementing busi-
ness development activities that enable host lo-
calities to more fully utilize the economic develop-
ment potential of the terminal activities:
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® VPA has been involving host cities in discus-
sions with major port customers and users who
are considering locating their headquarters or
other facilities near the port. The City of Nor-
folk recently benefited from the decision of Zim
Line, a leading international container shipping
line, to locate their U.S. headquarters within the
city limits.

® VPA and other agencies in the Transportation
Secretariat have made efforts to assist the City
of Portsmouth with the potential purchase and
improvement by Maersk/Sealand of a large wa-
terfront parcel for use as a marine terminal.

Competitive Procurement
of Printing

HJR 810 of the 1999 Session directed JLARC to
examine the competitive sealed bidding proce-
dures used by the Department of General Ser-
vices’ Division of Purchases and Supply (DPS) in
procuring printing goods for State agencies. A
primary concern was whether Virginia firms re-
ceive an adequate share of State printing con-
tracts.

In calendar year 1998, State agencies spent in
excess of $36.1 million for printing-related work
by the private sector. Review of DPS procure-
ment files and agency payments to printing ven-
dors revealed that most State agency printing was
being performed by printers located in Virginia.
JLARC staff found that 64 percent of all printing
contracts procured through competitive sealed
bidding were awarded to firms located in Virginia.
Correspondingly, 66 percent of the dollar value of
all competitive sealed bidding contracts was
awarded to Virginia printers.

Overall, JLARC staff found that the procurement
process for printing worked well, and DPS’ prac-
tices appeared sound. However, some procedural
improvements were recommended to better re-
flect the intent of the Virginia Public Procurement
Act. For example, DPS needed to work with the
printing trade association to improve printers’ ac-
cess to State work, including encouraging more
firms to register with DPS. The report also con-
tained recommendations to improve the timeliness
of job completion by Virginia Correctional Enter-
prises, the mandatory source for State agency
printing.
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DPS has implemented a number of study recom-
mendations through the creation of a new “elec-
tronic procurement solution” — a computer data-
base and website called eVA — for use by all State
agencies and universities. This initiative imple-
ments the JLARC recommendation to develop a
single statewide database for all vendors that is
accessible to all State agencies. Animportant first
step in implementing this approach was a mass
re-registration of vendors already registered, and
increased outreach to potential vendors.

DPS worked with the Printing Industries of Virginia
Association to link that organization to the new
website. This linkage allows easy access to print-
ing vendors for registration, bids, and bid results.
All DPS solicitations are now posted on the
website and accessible by all vendors. As rec-
ommended, listings has been simplified to include
a short summary of the item to be printed.

Per another recommendation, the new website
also provides information on the “preference laws”
for out-of-state bidders. Thus, if a state excludes
bidders from Virginia for its own printing projects,
a bidder from that state can expect to be treated
similarly for Virginia projects.

The Virginia Housing
Development Authority

The Virginia Housing Development Authority
(VHDA) is an independent public authority created
by the General Assembly in 1972 to address short-
ages of adequate housing for low and moderate
income households in Virginia. The 1999 General
Assembly directed JLARC to study the programs
administered by VHDA as well as the organiza-
tion and management of the authority.

This study found that VHDA's performance in
terms of generating revenue and achieving finan-
cial strength had been excellent and that the au-
thority appeared to be generally well managed.
However, the authority’s performance in meeting
its statutory mission was not reflecting its full po-
tential and needed improvement.

Several concerns related to VHDA's single family
and multifamily programs were identified in the
report. Thirty-nine percent of the recipients of
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VHDA single-family loans would have qualified to
receive private market loans, and neither private
lenders nor VHDA were making an effort to verify
whether a borrower would have qualified for a rea-
sonably equivalent private market loan. In addi-
tion, VHDA single family loan products were pro-
viding only small benefits to borrowers and gen-
erally offered the same level of assistance to both
moderate and low income households. The study
also found that while the multifamily program had
been successful in financing multifamily projects,
the rents charged were often not affordable, and
the distribution of projects around Virginia did not
reflect the State’s housing needs. The report con-
tained recommendations to address these concerns.

The study also found that the Section 8 program
had not been adequately managed. VHDA's deci-
sion to ignore a U.S. Department of Housing and
Urban Development (HUD) policy directive issued
in 1995 had resulted in the loss of a large amount
of federal Section 8 assistance to Virginia and the
opportunity to house a significant number of addi-
tional families. In addition, VHDA needed to im-
prove the financial and technical support provided
to the administrative agents administering the pro-
gram locally, and to improve the efficiency of the
program at the State level.

The study further concluded that VHDA had finan-
cial strength that could be better utilized without
jeopardizing its impressive bond ratings. VDHA
had developed sizable fund balances by annually
generating more income from mortgages and in-
vestments than its level of expenditures. However,
VHDA's highest priority appeared to be maintain-
ing a strong financial position instead of fully uti-
lizing its financial strength to provide assistance
to low and very low income households that could
most benefit from the authority’s assistance. The
study provided recommendations to better utilize
VHDA's financial strength.
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The study called for VHDA to conduct a review of
its single-family program to identify mission-spe-
cific improvements and to develop new loan prod-
ucts targeted to low-income households. VHDA
has responded through the mechanism of a “New
Products Team” which includes liaison with the
Authority’s stakeholder groups. This team has
identified and is focusing upon some key obstacles
to home ownership: lack of savings for down pay-
ments and closing costs, inability to meet under-
writing ratio guidelines, poor credit history, and
inadequate understanding of budgeting, credit,
and other home buying factors. The team is cur-




rently developing new loan products to meet these
needs, which should be in place by the end of the
year.

As recommended, VHDA is taking a nhumber of
steps to encourage and facilitate more affordable
rents in the multifamily rental developments it fi-
nances. For example, the Authority is now re-
stricting Virginia Housing Fund financing to multi-
family projects with rents affordable to households
with incomes of 50% or less of area median. In
addition, through a partnership with the Housing
Study Commission and the Department of Hous-
ing and Community Development, VHDA has
been instrumental in creating the Virginia Foun-
dation for Housing Preservation, which is designed
to provide secondary gap financing to developers
seeking to preserve Virginia’'s stock of affordable
rental housing. The goal is rehabilitation of multi-
family developments while retaining rents that are
affordable to low and moderate income house-
holds.

Also as recommended, VHDA is undertaking a
statewide assessment of housing needs. This
assessment is being conducted with assistance
of the Department of Housing and Community
Development, under direction of the Secretary of
Commerce and Trade. This review should assist
the Authority in making more informed decisions
regarding the allocation of its resources and the
development of future program initiatives.

Many of the JLARC's specific recommendations
were in reference to VHDA's Section 8 program.
VHDA reports that it contracted with a national
expert on Section 8 administration, who compre-
hensively reviewed the Authority’s program, includ-
ing the JLARC findings and recommendations. As
recommended, input from the 57 local adminis-
trative agents was solicited. Several alternative
models were proposed and considered, and
VHDA is currently in the process of a significant
reorganization of the program. The new model
will feature a streamlined central office approach,
while localities with the appropriate resources will
be allowed to administer Section 8 programs di-
rectly through HUD. Otherimprovements include
substantially greater use of automation, restruc-
turing of fees to be more uniform and equitable,
consolidation of accounting and quality control
functions, and creation of a new training program.

The Authority is currently evaluating how to imple-
ment another JLARC recommendation: determin-
ing the optimum prudent amount that should an-
nually be contributed to the Virginia Housing fund.
However, VHDA recently stated that it anticipates
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a substantial decline in tax-exempt bond issuance
authority beginning in fiscal year 2003, and that
this will force the agency to allocate its fund bal-
ances to support a broader array of lending pro-
grams. A VHDA study is under way to determine
the amounts to be contributed to the Housing Fund
for the next five years, and this study will also ad-
dress a JLARC concern about the issue of how
interest is to be treated within the fund.

Study Series on
Regional Criminal Justice
Training Academies

The 1998 General Assembly directed JLARC to
study the regional criminal justice training acad-
emies. The review was to examine methods of:

® developing and measuring the quality, consis-
tency, and standardization of regional criminal
justice academy training, and

® developing quantitative methods for measuring
the knowledge, skills, and abilities of criminal
justice officers completing entry-level training.

The review found that Virginia had extensive en-
try-level training requirements for law
enforcement officers. Further, these requirements
were increasing, reflecting a recognition that
more time needed to be spent on the fundamen-
tals of the profession.

As the State agency responsible for overseeing
criminal justice training, the Department of Crimi-
nal Justice Services (DCJS) had established a rea-
sonable framework by requiring entry-level offic-
ers to demonstrate their mastery of the fundamen-
tals of their profession. However, the review found
several aspects of training which needed im-
provement. Criminal justice instructors needed to
demonstrate their knowledge and skill level prior
to being certified to teach. A standard test for cer-
tification could provide a quantitative method for
measuring competency and ensure that all law
enforcement officers statewide mastered the es-
sentials of the curriculum.

The study also noted a concern that although ve-
hicle operation is an important part of law enforce-
ment, neither the regional academies nor the State
had access to a driver training facility for use by



public safety personnel. Therefore, a study of the
feasibility of developing a driver training facility at
Ft. Pickett or another suitable location was rec-
ommended.

The study also raised concerns about the grow-
ing number of regional training academies, and
whether extensive switching between the regional
academies by local agencies should be curbed.
Acting on this concern, the 1999 General Assem-
bly instructed JLARC to study and develop strate-
gies to stabilize membership of the regional acad-
emies. This follow-up study recommended that
the General Assembly establish geographical re-
gions for the academies based on regional plan-
ning districts or a compact geographical design.
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This two-part review resulted in several significant
legislative actions:

® The 1999 General Assembly enacted a require-
ment that all new law enforcement officers seek-
ing certification beginning in July 2001 must
pass a uniform test to be developed by DCJS.
The department subsequently developed and
piloted a statewide certification examination,
including implementation guidelines, and the
new certification requirement is now in effect.

® The General Assembly gave DCJS the respon-
sibility to develop minimum training standards
and qualifications for field training officers, as
recommended in the JLARC study. This will
help to ensure that new officers receive their
field training from experienced officers who have
met certain minimum requirements.

® In accord with another study resolution, the
General Assembly passed a resolution for
DCJS to study “distance learning” approaches
to basic law enforcement. As a result, DCJS is
now considering a pilot test of distance learn-
ing for in-service training.

® The 2000 Session approved legislation which
limited, as recommended, the movement of
criminal justice agencies between training acad-
emies. The statutes now require a two-thirds
vote of an academy’s board of directors in or-
der for a governmental unit to either join or with-
draw from the academy. Further, requests for
changing academies are to be considered on a
five-year basis.

DCJS reports that progress has been made in
response to JLARC concerns about several train-
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ing and certification issues. As recommended,
DCJS has developed guidelines on the use of per-
sonnel exempt from certification in entry-level law
enforcement training. Further, DCJS has man-
dated appropriate field training requirements for
all law enforcement officers, as recommended. In
addition, instructor recruitment and retention
guidelines have been developed and adopted.

The JLARC recommendation to study the feasi-
bility of constructing a statewide driver training
facility for law enforcement officers at Fort Pickett
evolved into a promising cooperative effort. First,
the General Assembly directed DCJS and the
State Police to do the feasibility study, and appro-
priated $400,000 for planning and design work.
Subsequently, the U.S. Congress enacted legis-
lation giving the necessary land at Fort Pickett to
the Commonwealth for use as a law enforcement
driver training facility. DCJS and the State Police
then initiated discussions with the National Guard,
which has resulted in an arrangement for no-cost
site preparation once the design is completed.
According to DCJS, this cooperative effort that
grew out of the JLARC study could save the Com-
monwealth between three and five million dollars
in construction costs alone. However, this project
is currently on hold as part of the freeze on capital
projects.

The Impact of Digital TV
on Public Broadcasting

In December 1996, the Federal Communications
Commission approved a new digital standard for
television broadcasting, subsequently mandating
that all television broadcasters convert from the
current analog signal transmission to a digital sig-
nal. Public television broadcasters have until May
1, 2003 to meet this mandate. The 1999 Appro-
priation Act directed JLARC to study the implica-
tions of the federal requirement for digital trans-
mission by the public television stations serving
the Commonwealth. The mandate further directed
JLARC to examine the use of existing State fund-
ing by these public television stations.

This study found that the transition to digital broad-
casting by the Virginia public television stations
would require significant investments on the part
of the stations to replace the existing analog equip-
ment with the digital components. All totaled, the
stations estimated that it would cost $72 million



dollars to convert to a digital signal. Additional
funds above the $72 million estimate might be
required for statewide interconnection and other
costs associated with the transition.

While the transition costs are significant, the sta-
tions stand to lose their broadcast licenses if the
conversion deadline is not met. Currently, the pub-
lic television stations provide an array of services
to school children, teachers, and the general citi-
zenry of the Commonwealth. The stations are re-
lying on the State to provide some portion of the
digital conversion costs so that the stations can
continue these services.

The decision to provide State funding for the digi-
tal conversion of public television is a policy choice
left to the Governor and the General Assembly.
The JLARC report provided information necessary
to aid the discussion of this matter, and most im-
portantly, to guide the disbursement of State funds
if the decision were made to provide funding. Spe-
cifically, JLARC staff recommended that several
factors, representing (1) the equity of station re-
sources available to fund the conversion, (2) the
efficiency of service coverage, and (3) the degree
of public service provided by the individual sta-
tions, should be considered in allocating State
funds for the conversion.
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The Virginia Public Broadcasting Board (VPBB)
has taken several actions to implement the rec-
ommendations of the JLARC study. The follow-
ing summary of the most significant actions is
quoted directly from VPBB'’s recent status of ac-
tion report:

In September 2000 VPBB, taking into consider-
ation the recommendation for the JLARC study
and requests by the public television stations, rec-
ommended that $24.0 million from the general
fund be included in the Governor’s budget as the
State’s share of funding for the mandated digital
conversion.

The 2000 General Assembly included language
in the 2000 Appropriation Act authorizing VPBB
to finance up to $23,695,064 in equipment for the
digital conversion. The responsibility for allocat-
ing the funds among the television stations was
given to VPBB, while the Department of Treasury
and the Secretary of Finance were required to
develop the financing plan. The General Assem-
bly included $5,000,000 in FY 2001 and $3.1 mil-
lion in FY 20002 in debt service for the financing.

In May 2000, VPBB sanctioned an allocation of
the funding by adopting JLARC’s recommenda-
tion that any allocation of funding for digital con-
version should be based on a combination of three
factors: equity, efficiency of service and degree of
public service. The Board allocation also em-
ployed JLARC’s methodology for calculating these
factors.

In September 2000, Treasury issued an RFP for
separate financing for this purpose. The RFP was
written to allow maximum flexibility for proposals
that would present innovative ways of financing
at the lowest cost to the Commonwealth. Seven
proposals were received. The Wachovia Pooled
Bond Program was selected as the financing
mechanism, and was approved by the VPBB and
the Treasury Board in December 2000.

Closing occurred in February 2001, and distribu-
tion of the bond proceeds was made to the televi-
sion stations according to the allocation adopted
by VPBB.

The funding was allocated among the five Public
television providers serving Virginia. Allocations
ranged from $2.1 million to Washington Educa-
tion Television Association to $6.5 million to Blue
Ridge Public Television.

The Department of
Conservation and Recreation

The 1997 Appropriation Act directed JLARC to
review the organization, operation, and
performance of the Department of Conservation
and Recreation (DCR) and the department’s
compliance with legislative intent. The review
found that DCR had some organizational strengths
which could be built upon in the future. For
example, its operational divisions (soil and water
conservation, State parks, and natural
heritage) had a record of positive accomplish-
ments over the years. The department’s Soil and
Water Conservation Division had a long history of
assisting farmers and others in reducing erosion
and managing nonpoint source pollution. The
State parks offered safe, clean places for people
to enjoy a variety of recreational activities. In
addition, DCR’s Natural Heritage Division was
generally effective in identifying and
protecting Virginia’s rare, threatened, and endan-
gered natural heritage resources.




The study also found, however, that internal prob-
lems were preventing DCR from reaching a higher
level of effectiveness. Some of these problems —
resource limitations, lack of leadership continuity,
and lack of cooperation between divisions — were
historical problems which had been cited by the
Department of Planning and Budget and the Au-
ditor of Public Accounts in previous reviews. The
JLARC staff's review indicated that these persis-
tent problems needed to be addressed if the agency
was to successfully cope with the increasing de-
mands and expectations being placed upon it.

A particular concern was the pace of DCR's progress
on the 1992 Park and Recreational Facilities Bond
projects. Nearly five years after passage of the
Bond, 54 percent of the funds still had not been
spent. A number of the factors that had led to de-
lays appeared to be within DCR’s control. These
included a lack of adequate planning prior to the
Bond Act’s passage, poor organization within
DCR'’s Design and Construction Section, a lack
of dependable staffing, and a change in focus by
DCR management regarding the scope of the
Bond projects.

The JLARC study also found that master plan-
ning and resource planning for the parks were
seriously behind schedule, with negative impacts
on other areas. The report re-emphasized the ne-
cessity of the Department completing master plans
for all State parks, as required by Chapter 780 of
the 1998 Virginia Acts of Assembly.
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In a recent status-of-action report, the Department
reports that it has completed virtually all of the Park
and Recreational Facilities Bond projects. Spent
and obligated funds as of May 2001 totaled $95.2
million out of the $95.3 million authorized. Selected
highlights of the bond accomplishments include: 4
new parks, 16 new natural areas, a total of 14,000
acres acquired, over 135 new structures, 175 new
campsites, 15 new miles of roads, and 48 miles of
water, electrical , and sanitary lines constructed.

The Department also reports that significant
progress has been made in the area of planning,
although at a slower rate than hoped. A signifi-
cant step in the planning process is the develop-
ment of resource management plans for each
park. The Department reports that these plans
have been drafted for all State parks, and should
receive the Director’s approval this year. Master
plans for 16 parks have been completed, ap-
proved and adopted. Three additional plans are
nearing completion, and the remaining 13 parks
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are scheduled for completion by 2003. The De-
partment notes that the public’s interest and in-
volvement in the master planning process has
been more extensive and time-consuming than
initially anticipated. It is felt that public support is
critical, and that the planning process for each
park should be extended as necessary to resolve
major concerns.

Per a study recommendation, the Department has
compiled a list of repair, renovation, and mainte-
nance needs for the State parks, along with cost
estimates for each project. The list shows a back-
log of 234 major maintenance projects, with an
estimated cost of nearly $30 million. This needs
assessment, which is continually being updated,
should assist the Department in prioritizing and
submitting its capital project funding requests to
the General Assembly each year.

The JLARC review called for better coordination
of wildlife management activities among DCR’s
Natural Heritage Division, the Department of
Game and Inland fisheries, and the Department
of Agriculture and Consumer Services (DACS).
In accordance with this recommendation, the
three agencies have developed memoranda of
agreement instituting mechanisms to share data
and avoid duplication of work activities. A recent
memorandum between DCR and DACS, for ex-
ample, established a procedure for DCR to handle
all information and project review requests for en-
dangered and threatened plant and insect species.

The JLARC study noted that remote communica-
tions among DCR’s various sites needed improve-
ment. In response, the department hired a new
information system manager in 1998, and com-
puter software and communications hardware
were significantly upgraded. The Department
continues to have difficulty with high-volume data
transmissions, because of limited capabilities of
landlines and the remoteness of many parks.
However, some improvements are being made
through the use of internet service providers.
Further, DCR is currently testing a new type of
relay connection with the assistance of the De-
partment of Information Technology, which is in-
tended to dramatically improve communications
between Soil and Water offices across the State.

The study noted that DCR needed to conduct a
detailed examination for staffing needs and pri-
orities relevant to water quality improvement and
Chesapeake Bay non-point source pollution re-
duction. DCR conducted such an analysis and
submitted staffing requests to the General Assem-
bly, which approved eight additional FTEs. These



positions were filled as Watershed Managers in
the eight regional offices. Their purpose is to tar-
get DCR’s programs and improve coordination
with other state and federal agencies involved in
non-point source pollution control, forge new re-
lationships with local governments and conserva-
tion organizations, and work toward achieving
measurable defined water quality improvements
in each of the Commonwealth’s river basins. DCR
management states that this watershed-based
approach, which includes shifting staff resources
and providing additional technical assistance, is
the best approach for the State’s commitment to
achieving a 40% reduction in nonpoint source pol-
lution from nitrogen and phosphorus. DCR has
the lead responsibility in the State’s Chesapeake
Bay Program for achieving this goal.

The Department has also made progress in the
area of staffing, particularly with regard to infor-
mation technology. However, although the agency
information technology function is now staffed in
line with the 1997 Strategic Information Technol-
ogy Plan, DCR is concerned that spiraling IT de-
mands will soon make even the improved staffing
level inadequate.

Study concerns about the Human Resources Sec-
tion proved justified, as DCR reports there was
subsequently a 100% turnover in the HR office.
However, with the hiring of a new HR Director in
August 1999, the Department reports that “im-
provements have been dramatic,” and “a complete
cultural change has occurred in offering human
resource services throughout the agency.”

Undergraduate Student
Financial Aid

Item 16J of the 1999 Appropriation Act called for
a review of need-based financial aid programs of
the Commonwealth of Virginia. The study man-
date directed JLARC to review financial aid sys-
tems in other states and to present alternative
structures for carrying out financial aid in Virginia.
The mandate also directed JLARC to review merit
and incentive scholarship programs.

Administration of need-based financial aid in Vir-
ginia is decentralized to the institutions and largely
driven by federal money, regulations, and sched-
ules. The Commonwealth provided over $51 mil-
lion in need-based aid to undergraduate students

32

at public institutions in Virginia during the 1997-
98 academic year. Grants are distributed to finan-
cially needy students primarily through the Com-
monwealth Award Program and the Virginia Guar-
anteed Assistance Program (VGAP).

This study found that oversight of these grants by
the State Council of Higher Education for Virginia
(SCHEV) historically had been weak, and that the
Council could improve its oversight function by
better monitoring actual awards to students. A
review of SCHEYV financial aid records showed that
almost half of the students who were eligible for
either a Commonwealth or VGAP award actually
received nothing from these programs. In addi-
tion, the institutions appeared to be varying from
their own award schedules in over 60 percent of
the cases in which awards were made.

The study concluded that the State could do a
better job of administering its portion of financial
aid by: (1) providing more information on its poli-
cies, (2) monitoring the award of State grants to
eligible students, (3) identifying students who did
not receive the full amount of State aid for which
they were eligible, and (4) calculating the amount
needed to fully fund grants to eligible students.
More generally, the State needed to better articu-
late a framework for need-based financial aid for
undergraduates at public colleges and universities.

Merit scholarship programs have worthy goals, but
implementation of a merit-based program could
dilute funds available for need-based programs.
Newly established merit-based programs in other
states have been more expensive than anticipated
and have had mixed success. The JLARC study
therefore recommended that the General Assem-
bly defer action on a merit-based program until
the goals for need-based programs could be bet-
ter articulated and the programs better known. The
study also noted that if incentive scholarships are
to be offered to increase the number of skilled
workers in technological fields, rapid change in
the technology fields needed to be taken into con-
sideration when targeting academic programs.
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As a follow-up to the JLARC review, the 2000
General Assembly directed SCHEV to conduct an
additional study of State-appropriated financial aid
programs, to ensure compliance with the guide-
lines in the Virginia Administrative Code and the
Appropriation Act. This mandate also required
SCHEV to examine demographic data on awards,
and compare this data with the schools’ award
methodologies and plans. In conducting this



study, SCHEV developed a survey of the 14 pub-
lic institutions. According to SCHEV, the survey
findings indicate the institutions are administer-
ing the financial aid programs within approved
guidelines and applicable State law.

In response to a JLARC study recommendation,
SCHEYV has conducted a review the Virginia Stu-
dent Financial Assistance Program regulations,
with the intent of clarifying the regulations and
ensuring consistency in implementation across
institutions. Included in this effort are proposed
revisions to the Virginia Administrative Code which
have been recommended by the Financial Aid
Advisory Committee. The findings of this review
were presented to the Council this past summer.

SCHEV was in accord with a JLARC recommen-
dation that more information on financial assis-
tance needed to be made available to parents and
students. SCHEYV reports it is currently develop-
ing an institution-specific web page for each of
the schools. This source will provide application
deadlines and an explanation of institutional award
practices. The web site should be in operation
this fall.

Another concern identified in the JLARC review
was evident differences between institutions’
planned levels of awards and the actual records
of awards. SCHEV has addressed this concern
by implementing a biennial survey that compares
award plans and actual awards, as reported on
the annual financial aid data file. The survey will
require institutions to provide a detailed explana-
tion of why, for example, a student’s award on the
data file differs from the predicted award based
on the institution’s awarding policy. On-site au-
dits will be implemented as necessary depending
upon the magnitude of variances or other issues
raised by the survey results.

SCHEV'’s recent survey of the colleges and uni-
versities has provided some explanation for an-
other study concern: the reasons why almost half
of all eligible students do not receive VGAP or
Commonwealth Awards. As expected, the primary
reason given was lack of sufficient funding for stu-
dents who applied late and students with low need.
SCHEYV has adopted a new funding formula, called
True Need, which will identify the financial aid fund-
ing needs of the schools with greater accuracy.
This approach looks at student need after all re-
sources are considered, and includes identifying
self-help available to students in the form of sub-
sidized student loans and work-study. SCHEV
notes that this approach was endorsed by the
Governor in the fall of 2000, but was not passed
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by the 2001 General Assembly Session. Student
aid funding will undoubtedly remain an issue re-
quiring future Legislative policy guidance.

Virginia Distribution Center

The 2000 Appropriation Act directed JLARC to
study the distribution of food and housekeeping
products from the Virginia Distribution Center
(VDC) to State and local government agencies.
VDC'’s mission is to purchase high volume, stan-
dardized items for resale to State agencies and
localities. Its primary customers are prisons, men-
tal health and mental retardation facilities, and uni-
versities — agencies with substantial food and jani-
torial supply requirements. The Department of
General Services is responsible for administering
VDC, which had sales of $38.1 million in FY 2000.

JLARC's review of VDC and agencies’ processes
for procuring food and housekeeping products
found that there were important differences across
agencies in terms of their product and service
needs. These differences, in turn, affect the de-
termination of which product delivery system best
meets the needs of each agency. VDC'’s products
and services appeared to meet the food and
housekeeping product requirements of institutional
organizations such as the Department of Correc-
tions and the Department of Mental Health, Men-
tal Retardation and Substance Abuse Services in
a cost-effective manner.

However, the review found that VDC faced some
operational and financial challenges that it needed
to address to remain viable. In particular, VDC’s
sales had been flat during recent years, while its
expenses had increased. With the additional com-
mitment to pay for a new warehouse out of VDC
earnings, a rate adjustment, additional sales, and
control of expenses appeared needed.

Further, VDC did not appear to be adequately
meeting the food product requirements of retail-
oriented customers such as the State’s public
universities. VDC does not stock the range of food
products needed by universities, nor does it pro-
vide the delivery frequency needed. The study
concluded that these agencies might be better
served through the use of a single wholesale dis-
tributor that could provide the majority of their prod-
uct needs.
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The review noted concerns about VDC's ability to
fill orders expeditiously. VDC reports it has placed
a higher priority on timely filling of orders, by set-
ting specific performance objectives to reduce the
length of time between order submission and deliv-
ery. A strategic objective to fill orders no later than
5 working days from receipt of the order has been
implemented and is stated in the current VDC cata-
log. Continued expansion of VDC'’s online ordering
system should help the agency obtain this goal.

VDC also reports that, in accordance with study
recommendations, it is developing an improved
reporting system that will identify fill rates by item
and by agency. Several new types of manage-
ment reports should be useful to the agency in
preventing stock-out problems. VDC reports that
its fill rate for a recent month was over 98 percent.

The study identified concerns about VDC'’s poli-
cies on substitutions, back orders, and notifica-
tion of affected customers. The center reports that
a notification detailing its policies in these areas
has recently been disseminated as part of the
current catalog mailing.

In accord with a study recommendation, VDC com-
pleted an assessment for eliminating its operat-
ing loss. A presentation was made to JLARC staff
in March 2001 to discuss options and present an
accounting change methodology. Adjustments to
VDC'’s accounting method for determining prod-
uct costs have been made as of May 2001, and
customers have been notified.

Per another study recommendation, VDC has
developed a marketing plan geared toward add-
ing new State and local agencies to its customer
base. The Office of Graphics Communications
assisted with materials for the marketing plan, which
is initially targeting regional jails and localities.

The Use of
Grievance Hearing Officers

The 1999 Appropriation Act directed JLARC to
conduct a review of grievance hearings, in par-
ticular the use of hearing officers in grievance
cases. The Commonwealth’s grievance hearing
process is the responsibility of the Department of
Employee Relations Counselors (DERC). This
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study reviewed DERC’s management of the griev-
ance hearing process and the selection and use
of hearing officers.

JLARC staff found that the hearing officer struc-
ture for employee grievances was generally ad-
equate. The major strength of the system was its
ability to provide independent, impartial adjudica-
tors for employee grievances. The major short-
coming was that it did not promote consistency in
grievance decisions. The report identified a num-
ber of steps that could be taken to address the
shortcomings of the current system while main-
taining its strengths. These steps included reduc-
ing the number of hearing officers who hear griev-
ance cases, improving the training of hearing of-
ficers, and better defining the role of hearing offic-
ers in deciding grievances. Additional options ex-
plored included the need for a full-time hearing
officer system for employee grievances, and the
establishment of an appeals process for hearing
officer decisions.

This review also examined complaints that DERC
might be engaging in “judge-shopping” in assign-
ing hearing officers to grievance cases. Analysis
of case assignment data suggested that DERC
made these assignments on a rotating basis and
did not engage in judge-shopping. However, there
were no existing safeguards in place to minimize
the potential for abuse of the process. To provide
a level of assurance to employees and agencies
that the process could not likely be “rigged,”
JLARC staff recommended that the Office of the
Executive Secretary of the Supreme Court pro-
vide oversight of DERC's selection and removal
of hearing officers for employee grievance cases.
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The 2000 General Assembly made significant
amendments to the grievance statutes through
passage of the Employment Dispute Resolution
Act, including changing the name of the depart-
ment to the Department of Employment Dispute
Resolution (EDR). Some of JLARC’s recommen-
dations were incorporated in this Act. Among the
more significant study recommendations passed
by the General Assembly was explicit authoriza-
tion for EDR to remove hearing officers from fu-
ture consideration of employee grievances if the
officers had been evaluated by EDR and deemed
ineligible for continued selection. Further, EDR is
now required to provide hearing officers with ac-
cess to past grievance decisions.

EDR has also taken a number of initiatives in line
with JLARC recommendations:



® establishing a tracking mechanism to examine
the timeliness of hearing decisions,

with the intent of CSA, localities are serving
CSA children in least restrictive and less expen-
sive environments.

® establishing written
guidelines for adminis-
tration of the hearing of-
ficer program, including
an explanation of the . o
evaluation process, and SErvices.
reducing the number of
hearing officers, in order

“The findings and recommendations in
JLARC's study provided information and per-
spectives that were very useful in making
improvements to EDR’s grievance hearing

--Comment from a recent
status-of-action update from the Department
of Employment Dispute Resolution

Further, once children
leave the program,
their behavioral prob-
lems appear to be sta-
bilizing.

However, the study con-
cluded that to ensure a
more efficient delivery of

to encourage greater

experience, efficiencies and quality decisions.
Using timeliness of previous decisions as the
major criteria, ERC placed 79 former part-time
officers on its inactive list. The remaining 29
part-time officers were supplemented with two
full-time officers, which were specifically autho-
rized by the General Assembly.

In addition, the department’s recent status of ac-
tion response states: “EDR has implemented vir-
tually all of JLARC’s recommendations for enhanc-
ing the training and development of its hearing
officers.” As recommended, the increased em-
phasis on training appears to better orient the hear-
ing officers to State personnel policies as well as
the types of cases officers can be expected to hear.

Review of the Comprehensive
Services Act

Through Virginia’s Comprehensive Services Act
(CSA), the 1992 General Assembly established
one of the nation’s first comprehensive systems
of care for at-risk children. The system was put in
place to provide treatment services for children
who exhibit serious emotional and behavioral
problems.

The 1996 General Assembly directed JLARC to
assess CSA's implementation. As a part of the
study, JLARC staff reviewed more than 1,100 files
of youths participating in CSA, in order to obtain
the data necessary for a detailed analysis of how
the program is operating.

The study found that localities have experienced
some success with CSA, which has provided a
mechanism, although not fully utilized, for involv-
ing agencies at the local level in a collaborative
process for making service decisions. Consistent
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services, both the State
and localities would need to address a number of
problems with program implementation. These
included inconsistent use of collaborative planning
at the local level, inadequate client assessments,
insufficient attention to provider fees, and limited
program oversight and monitoring. If not properly
addressed, these problems could undermine CSA
in the long term.

The report noted that one approach to both in-
creasing CSA program accountability and achiev-
ing State and local cost savings would be to use
Medicaid as an alternative funding source for CSA
where feasible. JLARC staff identified areas where
CSA could be appropriately paid for by Medicaid.
Approximately 63 percent of the savings achieved
by such a policy would accrue to the State, and
approximately 37 percent were estimated local
savings (based on the average CSA State-local
match rate).

The General Assembly responded to the JLARC
study concerns during the 1998, 1999, and 2000
Sessions. The General Assembly streamlined the
State oversight and management of the Compre-
hensive Services Program, and improved the
program'’s efficiency and accountability at the lo-
cal level to ensure that CSA children are served
in the most appropriate, least restrictive, and most
cost effective manner. Through statutory changes
and budget bill language, the General Assembly
made the following changes in accord with study
findings:

® statutorily recognized the Office of Comprehen-
sive Services for At-Risk Youth and Families
as the administrative arm of the State Execu-
tive Council, and established the Office’s pow-
ers and duties,

® restructured a layer of management, known as
the State management team, into a State and
local advisory team,



® increased the membership of the State Execu-
tive Council to include the Director of the De-
partment of Medical Assistance Services
(DMAS) and more local representatives,

® designated the Commissioner of the Depart-
ment of Mental Health, Mental Retardation and
Substance Abuse as the permanent chair of the
Council,

® implemented a uniform assessment instrument
and process to be used by all localities to iden-
tify levels of risk of CSA youth,

® implemented uniform standards for case man-
agement, documentation, and data collection
for CSA-funded services,

® implemented utilization review for all providers
of CSA-funded services,

® specified that all CSA youth and families requir-
ing treatment services must be assessed by the
local family assessment and planning teams in
order to be eligible for CSA funds,

® allowed the State Executive Council to deny
CSA funds to localities that fail to comply with
federal and State requirements pertaining to the
provision of special education services, and

® provided $4.25 million (per year of the biennium,
through the 2000 Appropriation Act) to be used
exclusively for children and adolescents not
mandated for services under CSA and who are
identified and assessed through the family as-
sessment and planning teams and approved by
the community policy and management teams
of localities.

The study’s findings regarding Medicaid hold sig-
nificant potential for saving the State money while
still providing appropriate services to CSA children.
In response to the report, the General Assembly
placed language in the 1998 Appropriation Act
(later codified by 1999 legislation) allowing locali-
ties to utilize Medicaid funding to pay for therapeu-
tic foster care and residential treatment. Although
the Medicaid payment for therapeutic foster care
was initially rejected by the federal Health Care
Financing Administration, DMAS has continued
to work on securing this funding. Medicaid reim-
bursement for residential psychiatric and treatment
foster care began in January 2000.

If all JLARC-recommended Medicaid program
changes were fully implemented, the savings to
the State and localities would exceed $44 million
annually. Of this, the State would save approxi-
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mately $28 million, and the localities would save
approximately $16 million. The Medicaid phase-
in will also mean better utilization of Medicaid for
inpatient and outpatient mental health services that
were already covered under the Medicaid program.

The Office of Comprehensive Services, the State
Executive Council, and DMAS also report taking sig-
nificant actions on the JLARC recommendations:

® Informational meetings and CSA training ses-
sions have been conducted throughout the
State to support uniform assessment approach.

® Per a study recommendation, the State Execu-
tive Council has been examining data needs
and reporting requirements for a system of per-
formance standards for CSA. Such a system
would be used statewide to evaluate local deci-
sions regarding levels of care and participant
outcomes. The Office of Comprehensive Ser-
vices has made revisions to fiscal reporting
forms to help facilitate such a system.

® A study concern was the varying level of com-
pliance with statutory CSA requirements by lo-
calities receiving supplemental funding. The of-
fice of Comprehensive Services reports that it
has placed a priority on this issue by assigning
a full-time compliance officer and a full-time stat-
istician to monitoring activities and to data analy-
sis.

® To develop the necessary criteria for the CSA-
Medicaid link, DMAS organized workgroups to
provide input to the agency. OCS and DMAS
have kept localities aware of developments
through newsletters and training.

Review of the
Virginia Department of Health

A long-standing priority of the Virginia General
Assembly is the protection of public health for the
citizens of the Commonwealth. To this end, the
General Assembly has authorized the Virginia
Department of Health to provide a comprehensive
array of public health programs. These programs,
which include individual and population-based
health care services, as well as specific public
environmental health programs, are considered
critical to the maintenance and improvement of
the quality of life in Virginia.




The 1998 General Assembly directed the JLARC
to conduct a review of the performance and man-
agement of the Virginia Department of Health. To
complete this study, JLARC staff conducted inter-
views with State and local health department staff,
sent mail surveys to the 35 health district direc-
tors and to local staff in each of the State’s 119
local offices, and reviewed program records from
a sample of local health departments.

The findings from this review indicated that de-
spite some problems, local health department staff
had effectively organized and were successfully
implementing the core programs of public health.
These include programs to treat persons with vari-
ous communicable diseases, as well as programs
to protect the public health and the environment
from the improper construction and operation of
on-site sewage systems. The study found that
improvements were needed, however, in the im-
munization program for children, the State’s food
service inspection program, and the services pro-
vided to treat persons infected with tuberculosis.

More pressing were problems found at the State
level, which have hindered the operation and
management of the Virginia Department of Health.
Due mostly to constant turnover in the
commissioner’s office and among key manage-
ment positions, the agency’s strategic planning
and policy development functions had been weak-
ened. Accordingly, key policy questions regard-
ing the future funding and role of the local health
departments had been largely unaddressed. In
addition, the turnover and issues related to plan-
ning had undermined the agency’s efforts to up-
date its new computer system. The report provided
recommendations to address these and other
problems identified in the review.

= =

A permanent commissioner for the Department
of Health was appointed in November 1999. The
Department has also taken steps, including in-
creased use of videoconferencing technology, to
reduce the workload of the Associate Commis-
sioner, improve communications, and reduce
travel time.

A concern uncovered by the JLARC review was
that many persons beginning preventative therapy;,
especially those being tested for Tuberculosis,
were not completing the therapy. As recom-
mended, the Department is conducting a study to
better determine the reasons for this phenomenon.
The Department also reports that new policies on
routine screenings should favorably impact
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completion rates, because a misleading type of
skin test will be less frequently used.

The study recommended that the Department
become more proactive in addressing the issue
of non-immunized children. The Department ap-
pears to have made significant changes in this
area. The Division of Immunization has revised
the action plan for the health districts to include
assessment of a statistically valid sample of school
and day care immunization records. These as-
sessments are now reported to the Division on a
guarterly basis. In addition, the agency’s data-
management capabilities have been improved to
allow each health department to access the rel-
evant data for its own locality, and to project chil-
dren with immunizations due in the coming month.
This will allow the local health departments, though
assessment and follow-up within their own popu-
lations, to be significantly more proactive in their
outreach efforts.

Per another recommendation, the Department is
drafting legislation to require that private doctors
enter child vaccination data into the Department’s
online network, which is under development. VDH
is currently testing new software relative to this
capability.

The JLARC study recommended that the Code of
Virginia be amended to toughen certain require-
ments regarding the inspection of food service
establishments. For example, a requirement could
be added that a designated person-in-charge of a
restaurant demonstrate a fundamental knowledge
of food safety requirements. VDH is responding
to this study concern, but through the regulatory
process. The Department is in the process of re-
pealing the existing Rules and Regulations Gov-
erning Restaurants, and new regulations were
promulgated in May 2001 for public comment. If
adopted, the new regulations will also link the num-
ber of annual inspections to the risk posed by the
type and extent of food preparation conducted by
the restaurant, as proposed by JLARC.

In accord with several study recommendations,
the Department is conducting a comprehensive
workload analysis to assess the need for addi-
tional local staff in environmental health and other
community public health programs. These analy-
ses will constitute a significant part of a statewide
needs assessment, which is needed to help ad-
dress long-standing problems in the funding of
local health programs.

The JLARC review found that State medical ex-
aminers were refusing to accept certain types of



cases for autopsies authorized by local medical
examiners. This was occurring because of heavy
workload. Per a study recommendation, VDH
conducted a workload analysis of the Office of the
Chief Medical Examiner. The Department reports
that since September 1999, seven medical death
investigators and three assistant chief medical
examiners have been hired to cover the four dis-
trict offices. VDH has also made a number of
administrative changes to redefine roles, revise
position descriptions, enhance the delegation of
duties to the district level, strengthen financial
management, and develop consistent policies and
procedures for each district office. These improve-
ments should help the Office of the Chief Medical
Examiner meet the autopsy requirements of the
Code of Virginia.

The study found that development of a new com-
puter system at the Health Department, known as
VISION, had suffered from poor planning and in-
adequate funding. This system is intended to in-
tegrate all of the public health data collected by
VDH'’s functional programs into a central location
that is accessible by appropriate public health of-
ficials. Initial development of the system began in
1996, and the Department reports that, even
though a higher priority was given the project af-
ter the JLARC review, there is still considerable
development to be completed. A somewhat
scaled-down version of the system is predicted to
go on-line by April 2002.

As recommended, the General Assembly
amended the Code of Virginia during the 2000
Session to expand the requirements for the State
Health Commissioner. The new eligibility stan-
dards allow candidates to be certified by a recog-
nized board in a primary care specialty instead of
being certified by the American Board of Preven-
tive Medicine.

The General Assembly has not acted on another
JLARC recommendation that the Code be
amended to grant local health inspectors the au-
thority to assess civil fines on establishments for
repeated violations of the State’s food code. Inits
latest status-of-action response to the JLARC
study, VDH reaffirmed that this authority would
both provide disincentive to repeat offenders and
help cover the costs of repeat visits to problem
establishments.
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State Activities to ldentify
Water Toxic Problems
and Inform the Public

At the May 1999 JLARC meeting, the Commis-
sion approved an inquiry by JLARC staff into the
State’s performance in making available water
toxics information. A subcommittee of JLARC was
appointed to consider the findings from this inquiry.
This study grew out of concerns that data which
would have been helpful in assessing toxic issues
regarding the Staunton River might have been
withheld from the general public.

The two State agencies having the primary respon-
sibilities in this area are the Virginia Department
of Environmental Quality (DEQ), which monitors
Virginia’s waters, and the Virginia Department of
Health (VDH), which receives data from DEQ and
makes decisions about the need for public health
warnings or restrictions on certain public uses of
Virginia waters.

The inquiry focused on several topics related to
the handling of toxic issues by DEQ and VDH.
Three major themes emerged from this evalua-
tion:

® There were several positive aspects to recent
DEQ and VDH actions in the areas reviewed.
After years of delay, DEQ had released the Vir-
ginia Toxics Database to EPA and other inter-
ested parties. In addition, DEQ’s director has
initiated policies to provide the public with rapid
access to new fish and sediment data, and had
shown responsiveness to citizen concerns re-
garding PCBs in the Roanoke (Staunton) River.
Also, while there were concerns about whether
VDH'’s approach to health advisories should be
more aggressive in order to provide more cau-
tious public health protection, the particular
guidance and decisions reviewed for this inquiry
appeared to have been made within the bounds
of a nationally-recognized range for risk assess-
ments.

® There were, however, some serious questions
about the timeliness with which DEQ and VDH
were responding to data that raised possible
concerns about environmental quality. A time
lag that occurred between DEQ’s 1993 study
of the Roanoke River and the 1998 VDH issu-
ance of a health advisory on eating fish was



only a fraction of the total time since a report
prepared for the State Water Control Board
documented the same toxic issue in the
Roanoke River more than a quarter century ago.
That report had found ascending concentrations
in fish and sediment samples of a toxic sub-
stance, polychlorinated biphenyls (PCBs), in
approximately the same section of the Roanoke
River which was raising recent concerns. Fur-
thermore, a sample of fish taken from Moun-
tain Run in the 1970s had not been followed by
adequate monitoring over time, and more re-
cently taken fish samples showing PCBs from
Levisa Fork at the Virginia/Kentucky state line
required immediate attention. Based on the
findings from this inquiry, there was a concern
that unsystematic management and delays in
the use of data on water quality might be hin-
dering State efforts to thoroughly assess water
toxic problems and protect the public.

® There was also a concern about the apparent
reactive rather than proactive nature of DEQ
and VDH actions on the Roanoke River. The
evidence indicated that without pressure from
the U.S. Environmental Protection Agency
which began over a decade ago, it is unlikely
that a public warning on the river would have
been issued. In addition, DEQ’s recent change
in strategy to focus more on identifying the
sources of PCBs, as had been envisioned by
State Water Control Board management in
1992, was in response to substantial pressure
from citizens in that river basin. The JLARC re-
view credited DEQ’s director, however, for tak-
ing a personal interest in addressing this issue
and for making recent data on DEQ sampling
results for the river publicly available on a timely
basis.

DEQ'’s recent status-of-action report notes that the
department has expanded the scope of its five-
year routine fish tissue and sediment monitoring
rotation. DEQ reports that it cannot achieve the
desired three-year sampling rotation without an
increase in funding. However, the agency is look-
ing to the Virginia Environmental Emergency Re-
sponse Fund as a mechanism to allow increased
follow-up or expanded monitoring, including the
assessment work being conducted in the Roanoke
and Dan River basins in response to PCB con-
tamination.

The area covered by the Roanoke (Staunton)
River fish consumption advisory was expanded in
1999 in response to additional sampling data in-
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dicating PCB levels above the VDH level of con-
cern. A separate advisory was issued in late 1999
for a portion of the Dan River. In the fall of 2000,
DEQ issued a report summarizing its most recent
studies of these rivers, and comparing results with
historic data. DEQ is continuing to conduct in-
vestigations into PCB sources, including record
searches, site investigations, and surveys of per-
mitted discharges.

DEQ'’s recent sampling results from the Mountain
Run area appear favorable. None of the five spe-
cies of fish tested showed concentrations of PCBs
higher than VDH’s level of concern. DEQ has in-
dicated that it will draw another sample this year
to further examine PCB concentration levels. In
response to a request from VDH, DEQ also con-
ducted a special fish and sediment study of Levisa
Fork in 2000. Some of these samples exceeded
VDH’s level of concern, but were collected at sites
already subject to the VDH advisory for Levisa
Fork.

DEQ has also found measurable (though not ex-
cessive) levels of another pollutant, brominated
diphenyl ethers (BDESs), in the Roanoke and Dan
Rivers, and the agency has advised the Staunton
River Citizens Advisory Committee. DEQ has
formed a staff work group on BDE source identifi-
cation and follow-up monitoring, and the agency
chairs a task force of State and federal agencies
formed in April 2000 to analyze information about
BDEs.

DEQ reports that progress has occurred on its
Shenandoah River Mercury Monitoring and As-
sessment Project. The department reports that,
through a combination of efforts by DEQ, the De-
partment of Game and Inland Fisheries, and the
Division of Consolidated Laboratory Services, the
sampling of fish has been achieved with greater
control and less expense than through previous
efforts, which depended on contractors. DEQ is
in the process of detailed review of recent and
historical data. The department indicates that the
data to date suggest mercury levels are remain-
ing fairly stable. If this is the case, this is a cause
for some concern, because the State’s plan from
the 1980s for this issue anticipated that mercury
levels would abate naturally over time.

On this project, DEQ states that it is making “ev-
ery effort to involve and communicate with all af-
fected stakeholders.” These efforts include:

® providing copies of mercury reports to all local
libraries in the affect areas,



® posting warning signs at all public access points
in the portions of the rivers system affected by
any health advisory,

® ensuring that all relevant data is shared with
the Department of Health, as well as posting it
on DEQ’s web site, and

® issuing press releases summarizing mercury
results, and in some cases holding public meet-
ings to announce changes to fish consumption
advisories.

DEQ reports that in the fall of 2000 it began a col-
laborative process with experts from DuPont,
VDH, DGIF, and representatives of citizen groups.
A “science team” with representatives from these
groups has met several times. A primary focus of
this team is to review data from the monitoring
project, enlist input from professionals with knowl-
edge of other mercury sites and with specialized
expertise, explore the potential for remediation,
and develop additional monitoring strategies.

The Virginia Department of Health (VDH) worked
with JLARC staff in assisting legislators to develop
language for legislation addressing a number of
toxic monitoring and policy development issues.
The 2000 Session of the General Assembly sub-
sequently amended the Code of Virginia pertain-
ing to VDH'’s responsibilities for issuing fish con-
sumption advisories.

Under the new Code provisions, VDH was re-
quired to develop a written policy identifying the
criteria and levels of concern to be used in deter-
mining whether to issue fish consumption adviso-
ries for certain toxic substances (including PCBs,
kepone, and mercury). In addition, the Code re-
quired development of a Memorandum of Agree-
ment between VDH and DEQ, which now promotes
the timely transmission and evaluation of reliable
water quality and fish advisory information.

A recent status-of-action update from VDH indi-
cates that the department has developed and sub-
mitted written policies for several toxic substances.
VDH has also worked with DEQ on having a more
consistent State policy with regard to acceptable
levels of risk to human health from exposure to
carcinogens and toxins, and has adopted at 10°
risk level that is consistent with DEQ’s. (However,
in that process, VDH also changed its assump-
tion regarding the duration of exposure, now as-
sumed to be 12 years instead of 70, and its as-
sumption regarding the number of meals, now
assumed to be two eight-ounce meals per month
rather than four. These changes enabled VDH to
retain its current 600 parts per billion trigger level
for PCBs despite the lowered risk level factor.)
VDH also worked with DEQ in developing and
signing a memorandum of agreement to ensure
the timely transmission of water quality and fish
advisory information.
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[ OTHER JLARC OVERSIGHT ACTVITIES j

. . . . . addition to reviewing fiscal impact state-
Legislative Fiscal Analysis Section ments, the Section is available to respond to
Provides Additional Services ad hoc requests by General Assembly mem-
for Legislators bers and other legislative staff, as determined
by the JLARC Chairman or Director.
@ Between legislative sessions, the Section
In 1998, the Joint Commission on the Com- monitors key executive branch expenditure
monwealth’s Planning and Budget Process pro- forecasts, particularly Medicaid, corrections,
posed housing a small fiscal analysis unit within primary and secondary education, and higher
JLARC. During the 1999 Session, the General education. These areas of focus have ac-
Assembly adopted an amendment to the Appro- counted for about two-thirds of General Fund
priation Act creating this new unit. A three-per- Appropriations in recent years. As a starting
son “JLARC Fiscal Analysis Section” was sub- point, the Section conducted a review of the
sequently organized. The Section consists of a existing expenditure forecasting methodolo-
section manager, a fiscal analyst, and a fiscal gies used by the executive branch. The Sec-
economist, under the direction of the JLARC tion will periodically report to JLARC and the
Deputy Director. Technical support is also avail- legislative committees on these key fore-
able from JLARC's Chief Methodologist. casts, as requested.
| | ® The Section also undertakes related fiscal
analyses assigned by the Legislature. This
The purpose of the Fiscal Analysis Section is to function was considerably expanded during
provide the Legislature with technical expertise the 2001 Session, when the General Assem-

bly approved HB 2865 and HIR 773, which
direct JLARC to ana-
lyze the growth and

uses of State spend-
ing. Under these
mandates, which
include an annual
review of Virginia’'s
budget growth,
The Fiscal AnaIySiS Q01 2002 2003 2004 JLARC is StUdying

Section has three pri- = s = State spending
mary responsibilities; Fiscal AnaIyS|s Section trends over the last

20 years. This com-
prehensive task has
been assigned to the
Fiscal Analysis Section.

in the areas of fiscal impact review and
expenditure forecast-
ing. Previously, the
budget environment
required the General
Assembly to rely on
the executive branch
for these functions.

® During legislative
sessions, at the request of House and Sen-
ate committee chairs, the Section reviews
fiscal impact statements prepared by the ex-

ecutive branch. Depending on the results of JLARC's Fiscal Analysis Sec-

the reviews, the Section may determine the tion places the General Assem-
need to prepare alternative fiscal impact bly in a better position to assess the potential
statements for the General Assembly. Dur- fiscal impacts of specific legislative proposals,
ing the first two legislative sessions, the Sec- | as well as the anticipated magnitude of major

tion produced 28 fiscal impact reviews. In | spending items.
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Virginia Retirement
System Oversight

Background

Given that the General Assembly is constitution-
ally required to maintain a retirement system for
public employees, the availability of accurate and
timely information about the Virginia Retirement
System (VRS) is essential. In 1994, JLARC com-
pleted a series of comprehensive studies on
VRS, examining the agency’s structure and gov-
ernance, as well as its investment and benefit
programs. A number of improvements to the
system were achieved through implementation
of study recommendations, as has been
chronicled in previous editions of this Report to
the General Assembly.

Perhaps the most significant recommendation
implemented — with the approval of the 1995
and 1996 Sessions and the public at large in
November 1996 — was a constitutional amend-
ment which defined VRS funds as independent
trusts. This change provided greater protection
to VRS assets by creating stronger legal safe-
guards.

To help ensure accountability of VRS activities
to the Legislature, the 1994 General Assembly
passed the Virginia Retirement System Over-
sight Act. This act requires JLARC to oversee
and evaluate VRS on a continuing basis.

The objectives of retirement system oversight are:

® provide timely, accurate information about the
retirement system to the General Assembly,

® assess the appropriateness of the structure
of governance for the retirement system and
recommend modifications to the structure as
necessary,

® evaluate on a periodic basis the soundness
of the retirement system trust funds,

® evaluate the performance of the VRS invest-
ment program and report to the General As-
sembly on any significant changes in the
investment program, and
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® evaluate the efficiency and effectiveness of
VRS administration and operations.

= |

JLARC and VRS staff work cooperatively under
the Oversight Act to keep the General Assem-
bly informed on all emerging and ongoing is-
sues. JLARC staff attend the monthly meetings
of the VRS Board of Trustees and the Invest-
ment Advisory Committee. Staff also periodi-
cally attend meetings of the administration and
personnel, benefits and actuarial, and audit com-
mittees of the VRS Board of Trustees.

An important tool developed as part of JLARC's
oversight responsibilities is a special periodical
called VRS Oversight Report, which is re-
searched and produced semiannually by JLARC
staff and distributed to all members of the Gen-
eral Assembly. To date, 16 issues of the over-
sight report have been completed, typically fo-
cusing on the VRS investment program. This
publication is a frequently accessed item on the
JLARC website.

In addition, the Code of Virginia requires that
JLARC prepare and maintain an informational
guide to VRS for the members of the General
Assembly. JLARC staff have produced a com-
pendium of useful information especially de-
signed for legislators, titled A Legislator’s Guide
to the Virginia Retirement System. The first
edition of this well-received reference was dis-
tributed in May 1996. In May 1999, JLARC staff
completed and distributed the second edition
of the Legislator’s Guide.

The second edition updates the infor-
mation related to the VRS administrative, ben-
efit programs, pension funding, investments,
and State retirement legislation originally
presented in the 1996 edition. The update also
incorporates the numerous benefit program
changes authorized by the 1999 General As-
sembly. In addition, new information on the VRS
investment and deferred compensation program
has been included.

Currently, VRS and JLARC staff are working
cooperatively to produce a 2002 revised edition
of the Legislator’s Guide, which will be available
(and searchable) on JLARC's internet site.



Monitoring of Internal
Service Funds

JLARC monitors internal service funds on a con-
tinuing basis. The Commission reviews the sta-
tus of fund accounts, and evaluates requests to
change the nature and scope of the services
provided or the customers served. The Com-
mission also approves in advance the rates em-
ployed by fund managers for billing customer
agencies. Eleven internal service funds are now
monitored by JLARC:

1. The Virginia Distribution Center (Depart-
ment of General Services) stores and dis-
tributes various goods such as canned
foods, paints, paper products, and cleaning
supplies to State agencies, local govern-
ments, and school divisions.

2. The Office of Graphic Communications
(Department of General Services) provides
graphic design, layout, photography, and
typesetting services to State agencies.

3. The Maintenance and Repair Program
(Department of General Services) imple-
ments the rental plan or special mainte-
nance agreements between DGS and enti-
ties whose office space is located at the seat
of government.

4. The State Surplus Property Operation
(Department of General Services) manages
and disposes of surplus property for State
agencies and institutions.

5. The Federal Surplus Property Operation
(Department of General Services) acquires
and distributes federal surplus property.

6. The Consolidated Laboratory Services
(Department of General Services) account
for laboratory analyses provided for the De-
partment of Environmental Quality and the
Department of Agriculture and Consumer
Services and for the testing of motor fuels
for the Virginia Department of Transporta-
tion and of drinking water samples for pub-
lic water works.

7. The Real Property Program (Department
of General Services) manages transactions
involving the sale of State-owned real prop-
erty.

8. The Division of Fleet Management (De-
partment of General Services) operates the
State’s car pool and manages the fleet of
passenger vehicles.

9. The Computer Services Division (Depart-
ment of Information Technology) provides
data processing services to State agencies.

10. The Enterprise Solutions Services Divi-
sion (Department of Information Technol-
ogy) provides systems and software design,
development, and maintenance services to
State agencies.

11. The Telecommunications Division (Depart-
ment of Information Technology) provides tele-
phone and data transmission services to State
agencies.

Review of Performance Measures

Performance measures can be used both to
measure performance and to encourage better
performance. Since 1990, the State has been
studying or developing performance measures
for use by executive branch agencies. These
activities have been recommended by JLARC
and encouraged by the General Assembly.
Since 1995, JLARC staff have assisted DPB in
evaluating the quality and utility of agency mea-
sures. Throughout this period, however, execu-
tive branch agencies or their respective secre-
taries have had the final approval on what indica-
tors will be measured and reported by agencies.

With the passage of HIR 773 of the 2001 Ses-
sion of the General Assembly, JLARC the staff
has been directed to assume a more active role
in the review of performance measures. Spe-
cifically, HIR 773 directs JLARC to conduct “an
analysis of the use of performance budgeting,
performance measurement, and program evalu-
ation information in the legislative budgeting
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process and how the information may be more
systematically used for program improvement
and budget decision-making by legislators.”
With this mandate, staff will systematically re-
view agency performance measures and report
to the Commission on needed improvements.

Inmate Forecast
Technical Committee

Legislation passed during the 1995 Session re-
quires the development of a prison population
forecast based on a consensus forecasting pro-
cess. The Act provides for the establishment of
a technical forecast group comprised of repre-
sentatives from the Department of Corrections,
the Department of Criminal Justice Services, the
Virginia Criminal Sentencing Commission, the
Joint Legislative Audit and Review Commission,
and such experts as shall be appointed by the
Secretary of Public Safety from the fields of crimi-
nal justice, population forecasting or other ap-
propriate field of study as may be deemed nec-
essary. The Secretary of Public Safety acts as
chairman of the technical advisory group. The
staff methodologist represents JLARC in review-
ing the development of forecast methodologies
and alternative forecasts of the State’s prison
and jail populations.

Debt Capacity
Advisory Committee

The JLARC Director is a member of the Debt
Capacity Advisory Committee created by the
1994 General Assembly. The Committee is re-
quired to review the size and condition of the
Commonwealth’s tax supported debt and sub-
mit to the Governor and General Assembly an
estimate of the maximum amount of new tax-
supported debt that prudently may be authorized
for the next biennium. If necessary, the Direc-
tor submits an informational memorandum to the
chairs of the money committees.
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DSS Local Information Technology
Planning Committee

The 1998 Appropriation Act continues the Local
Information Technology Planning Committee to
provide oversight of automated systems at the
Department of Social Services. JLARC is des-
ignated as one of five State agencies with mem-
bership on the committee, along with five local
social service agencies. The chief of one of
JLARC'’s research divisions serves as the
JLARC member of the committee. The com-
mittee meets monthly.

JLARC Reports

Available on CD-ROM

In October 1998, JLARC began to publish re-
ports on CD-ROM. Now in its fourth release,
the CD contains all studies produced by JLARC
since October of 1994, more than 100 reports.
The reports are in PDF format, and can be se-
lected from an index with any Internet Web
browser. As with the Web downloads, the cost-
effective CD-ROM is helping to reduce JLARC
publication and report mailing cost.

A note on JLARC publications: Previous editions
of this Report to the General Assembly have in-
cluded an annotated listing of all JLARC reports.
For cost efficiency considerations, this lengthy bib-
liography of over 270 reports has been relocated
to JLARC'’s web site (see article, next page).




JLARC's Internet Site
Increasingly Utilized

by the Public

http://jlarc.state.va.us

Since 1996, the Commission has maintained a
World Wide Web internet site to distribute pub-
lications and to make other information avail-
able to the public. In 2001, the JLARC site
was redesigned to improve ease of navigation
and to provide full search capability. The Web
site allows visitors to:

® check the schedule of Commission meetings
for the year,

® access draft reports, briefings, and other ma-
terials distributed at meetings,

® check staff employment opportunities,
® print a map of the JLARC office location,

® link from the JLARC home page to the Vir-
ginia General Assembly, VRS, other State
agencies and Virginia sites, oversight agen-
cies of other states, U.S. government agen-
cies, and search engines,

® read summaries of JLARC stud-
ies on-line,

® perform complete downloads of
all reports published since 1994
in the popular PDF format for
printing at home,

® easily order printed reports for
quick receipt through the mail,

® search for documents using key-
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® read about the legislative and fiscal impacts
of JLARC reports, as well as national hon-
ors and awards won by the Commission
and its staff, and

use a periodically-updated guide to Virginia
Retirement System benefits and programs
as an on-line reference.
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JLARC'’s extensive list of publications is orga-
nized chronologically and by subject area to aid
users in finding materials of interest. The site
also includes JLARC's statutory authority and a
discussion of the research process.

The site now receives two to three thousand visi-
tors a month. Further, each month more than
300 reports are downloaded, and about 1,000
summaries are read on-line. A recent JLARC
report on Revolutionary War veteran gravesites
has been downloaded more than 1,000 times.
In addition to disseminating the Commission’s
work to interested citizens, an added benefit is
the reduction of publication costs as fewer “hard”
copies of JLARC reports are needed.

International Visitors
Continue to Seek Out JLARC

In recent years, JLARC and other legislative agen-
cies have become something of a travel destina-
tion for international officials studying good gov-
ernment practices, including legislative oversight.
Commission staff have explained the “JLARC way”
to visitors and delegations from many parts of the
world, including Russia, China, Mongolia, Roma-
nia, Armenia, Serbia, Scotland, Australia, New
Zealand, South Africa, Sweden, and Pakistan. The
following article on JLARC's international side was
developed from an interview with Dr. Kirk Jonas,
the staff Deputy Director.

“I wish I had kept better track when we got our
first visitors,” says Kirk Jonas, JLARC's unoffi-
cial tour leader for international groups. Itis only
a rough estimate, but Jonas guesses that visi-
tors from as many as 50 nations have called on
JLARC in the past decade. It was only after
several dozen groups had already come and
gone that Jonas realized he should start mark-
ing a map of the world (now full of push-pins) to
signify the origins of JLARC’s many visitors.

For the most part, groups are peer agencies from
other nations. Such groups generally consist of
several performance audit staff members and
interpreters. Other groups have included legis-
lators, other legislative staff, private sector evalu-
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ators, clergy, and a range of other professions.
The purposes of their visits vary substantially.
In June 2001, Mr. Paul Grice, the Clerk and Chief
Executive of the Scottish Parliament paid a visit
to JLARC and other General Assembly offices.
The Scottish Parliament was created in 1999
with powers roughly equivalent to those of a state
government. National powers (such as defense
and foreign affairs) remained with the central
government. Grice was interested in a range of
issues as the first executive of the new parlia-
ment, especially evaluation of programs. Grice
was part of the U.S. Department of State’s In-
ternational Visitor Program.

Some visitors target Virginia because they see
similarities to their own situations. Dr. Ray
Wright, who bears the title “Usher of the Black
Rod” of Australia’s Victoria Parliament, visited
Virginia because he felt that the General Assem-
bly was “in size and reach comparable” to the
Parliament of Victoria. Wright met with legislators
as well as staff from JLARC and other agencies.

Some international visitors have a specific
agenda. Two representatives of the Council of
Europe requested a meeting with the JLARC study
team evaluating the death penalty in Virginia.

The former Soviet bloc has sent numerous del-
egations. Some of these groups are essentially
involved in the nation-building process. Under
the old Soviet Union, there was little need for
budgets, oversight, or accountability. The So-
viet republics simply requested what they
thought they needed and received what the cen-

Scottish statesman Mr. Paul Grice (right) dis-
cusses program evaluation with JLARC's staff
Director Phil Leone.




tral government thought it could spare. Now in-
dependent nations, these new governments
must work out equitable and workable sys-

tems of taxation, finance, and adminis-
tration. Many of them are learning that
legislative oversight is a vital compo-
nent of effective democracy. Recently
(April 2001) about a dozen officials
from the Armenian Ministry of Fi-
nance and Economy visited
JLARC. This group spent four
days in Richmond and met with
numerous officials in the executive and
legislative branches. The group asked prob-
ing questions and took voluminous notes.

Technology has had an interesting effect on re-
cent visits. In past years, staff would provide
visitors with selected copies of reports that the
group’s advance team had indicated might be
of interest. Today, a business card with JLARC'’s
website often provides all the vital information
that visitors need. Over a hundred JLARC re-
ports are now available in full text form on the
internet. Or, for less than a dollar, equivalent
information can be provided to the visitor on a
compact disk. Via email, staff have answered
questions about the Virginia Retirement System

to auditors in Shanghai, China and performance
measurement in Tokyo, Japan.

“We're frequently asked what JLARC gets
out of these visits,” said Jonas. “First,
explaining our work to a different
culture like those of Russia or Pa-
kistan makes us think about what's
most important about the work we
do. That comes back to objective
research that is responsive to the
needs of the legislature. Second, lis-
tening to some of the conditions expe-
rienced by some of our international
peers (occasional electricity, missed pay-
days, and threats of intimidation come to
mind) gives one an appreciation of the superior
working conditions that we often take for
granted.”

JLARC's guests have been consistently appre-
ciative and complimentary. They are fascinated
with Virginia’'s State government and its history.
Probably, they generate other visitors by refer-
ring some of their professional counterparts.
One thing is for certain, the visits have been as
much a learning experience for the hosts as for
the guests.

JLARC Staff

Director. PHILIP A. LEONE
Depury Director: R. KRk JONAS
Division | CHier: GLEN S. TITTERMARY
Division Il CHier: Rosert B. Rotz

Section MIANAGERS:
PatriciA S. BisHop, FisCAL AND ADMINISTRATIVE SERVICES
[W]Jonn W. LonG, PuslLICATIONS AND GRAPHICS
GREGORY J. Rest, REseaRcH METHODS
WALTER L. SMmiLEY, FiscAL ANALYsIs

ProJect TeAM LEADERS:
Linoa B. Forp
HarolD E. GREer, llI
CyNTHIA B. JONES
Eric H. MEssick
WAaYNE M. TURNAGE

FiscAL ANALYSIS SECTION:
Kimserty A. MALuski
DanieL C. ONEy

ProJecT TEAM STAFF:
Aris W. BEARSE
KeLy D. Bowman
WENDY N. BRowN
AsHLey S. ColviN
GErRALD A. CRAVER
Scot F. DEMHARTER
LisA V. FRIEL
ANNE E. OvaN
JasoN W. PoweLL
M. ELizABETH SILVERMAN
CHristiNE D. Wolre
SANDRA S. WRIGHT

ADMINISTRATIVE AND RESEARCH SUPPORT STAFF:
KELLy J. GOBBLE
Joan M. Irey
Bersy M. JacksoN
Becky C. TORRENCE

E Indicates JLARC staff with primary assignment to this report.
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