JoInT LEecisLaTive Aupit ano Review Commission

B 4
The Commission’s Role (S
and Resources "
Summaries of Recent Studies

Follow-Up of Recommendations

Milestones: Three Decades
of Legislative Oversight

JLARC on the World Wide Web

i\mg;!lrwm'mggm-f.:-. Nk

ﬂ 03 REPORT 10 THe GENERAL ASSEMBLY







September 8, 2003

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 2003 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 reports, and follow-up information on study impacts.

It is a great privilege to chair this distinguished Commission. When | was first elected to the
legislature in 1979, | was asked by a reporter what committee | most wanted to serve on. | told
them JLARC, and only 14 years later they gave me what | wanted. Yet | can now say, after
serving more than nine years on JLARC, that it was well worth the wait. During my time on the
Commission we have had many impacts that | take pride in, especially the restructuring of the
Virginia Retirement System and the enactment in 1994 of the VRS Oversight Act. Many other
examples are described in this document.

JLARC'’s core mission is to ensure that the tax dollars of the citizens of Virginia are spent
wisely, efficiently, and effectively. To that end, we have placed many State programs under our
microscope, and many agency heads have answered questions from the Commission. Only
with reliable information can the General Assembly make the difficult kinds of decisions we
have to make. Considering the budgetary challenges we have been experiencing over these
past two years, | would submit that never has JLARC’s role been more needed. This marks our
30th year, and in this current year alone we have generated an estimated $66 million in savings
and new revenues.

| want to take this opportunity to say thanks to the JLARC staff for their support. Through the
years | have come to appreciate their high standards and excellent work ethic. Our staff has
been nationally recognized, and has served as an ideal training ground for scores of effective
State employees and managers -- including three of the past four Secretaries of Finance. It
should be noted, too, that JLARC has not been immune from the budgetary issues that con-
tinue to trouble the State. In fact, like many other agencies, our staff has absorbed a 12
percent budget reduction over the past year and is currently working at the lowest employment
level in 25 years, while still maintaining a high level of productivity.

It is gratifying to know that | have been able to play a part in JLARC’s many accomplishments.
As | approach my retirement from the General Assembly, | count my experiences as member
and Chair of the Commission among my most fulfilling.

Respectfully Yours,

WILE S

LA
Kevin G. Miller
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JLARC’s OrRGANIZATION, ROLE, AND RESOURCES

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-
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 appropriate and as may be re-

quested by the General Assembly. In addition,
the Commission is authorized to prepare supple-
mental studies and reports relating to its evalu-
ations. Once each biennium, the Commission
conducts a systematic follow-up of its work.
From time to time, usually coinciding with this
biennial Report to the General Assembly, agen-
cies are requested to file “status-of-action” re-
ports on their efforts to address the Com-
mission’s findings and recommendations. Spe-
cial follow-up studies are required in cases
where the Commission has cited waste, extrava-
gance, fraud, or misuse of public funds.

The Legislative Program Review
and Evaluation Act

In 1978, JLARC embarked on a unique ap-
proach to oversight under the auspices of the
Legislative Program Review and Evaluation Act.
The Act provides for periodic review and evalu-
ation of selected topics from among all seven
program functions of State government: (1) In-
dividual 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
Actis the scheduling of functional area reviews,
it also encourages (1) coordination with the
standing committees, (2) agency self-studies,
and (3) committee hearings on JLARC reports.
The Act does not require or restrict standing
committee 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 trans-



fer 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, automated systems, telecom-
munications, laboratory services, central ware-
house, computer services, real property, capital
outlay, fleet management, building maintenance
services, and State and federal surplus property.
See page 36 for a fuller discussion of this func-
tion.

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 res-
ponsibilitiy of the Commission and its staff is de-
scribed in detail on page 35 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 37.

The Audit 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-
quire elaborate statistical applications to assess
policy and program effectiveness.

To date, JLARC has issued about 300 reports. In
addition, numerous letter reports and briefings
have been prepared on specific topics of interest
to the Commission. Ten studies are currently 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. Aworkplan 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-
ceives 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 parties.

Dissemination of study findings to the public has
been greatly enhanced in recent years through
development of a JLARC internet site. Full-length
viewable / downloadable versions of recent reports
and a complete annotated bibliography of all
JLARC reports are available on the internet at
http://jlarc.state.va.us (see page 38 for more de-
tails).

JLARC Staff Resources

The JLARC staff Director is responsible for pre-
paring the budget, hiring personnel, managing re-
search, 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 25 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



Above: Awork planning
session in the JLARC
conference room.

Right: JLARC meets
monthly to receive staff
briefings. Commission
meetings often draw
press and television
news coverage, as well
as the interested public.

Staff work for the Commission often involves site visits and
observation of various operations. The photo at left was
taken during a recent study of the Chesapeake Bay Bridge
Tunnel. Shown above is Virginia Commonwealth University’s

hospital-based helicopter pad, construction of which was
recommended in a JLARC report.




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,
planning, political science, psychology, and urban
systems. Most members of the JLARC 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.

carried out through on-campus credit instruction
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 Generall
Assembly Building, adjacent to the State Capitol.
The close proximity of the other legislative staffs
and support services encourages communication

and contributes to JLARC's research efforts.
Professional development is encouraged through
membership in relevant associations. Training is

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. See page 13 for examples of JLARC’s savings to the Commonwealth.

Improved Efficiency and Effectiveness: JLARC is required 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 im-
proved 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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THREE DECADES OF
LEGISLATIVE OVERSIGHT

This year marks the 30" anniversary of JLARC’s
establishment as the General Assembly’s
“watchdog” agency for research, oversight, and
evaluation. The Commission’s first published
report was a study of Virginia’s Community Col-
lege System, which went to press in 1975. Vary-
ing in length from quick-turnaround memo re-
ports to comprehensive multi-year studies, the
list of successfully completed projects will reach
a milestone — 300 published reports — during
the upcoming 2004 General Assembly Session.

The Commission’s work over three decades can
be catalogued in a number of ways. For ex-
ample, visitors to JLARC’s website (an article
about JLARC online appears on page 38) can
readily track the agency’s work by means of a
chronological listing of all published reports, by
month and year. Alternatively, the list of reports
can be sorted by major governmental areas,
which are generally related to the secretarial
areas, plus retirement and judicial system top-
ics.

The Commission
has been charac-
terized as the
Legislature’s
“watchdog” since
its very inception.
A number of
newspaper car-
toons, such as
the one at left
from a recent is-
sue of the
Staunton News
Leader, have
played on the
‘healthy tension”
that exists be-
tween JLARC
and State agen-
cies




The pie chart below (which includes current stud-
ies) illustrates how the agency’s efforts have
been focused over the years. It demonstrates
that Commission studies have been distributed
across a broad range of government activities.

Individual & Family Services 20%

Enterprises 3%

Education 9%

General Government 34%

General government is predictably the most fre-
quent target area for reviews, given that a foun-
dation of JLARC’s mission is achieving account-
ability, economy, and efficiency in governmen-
tal operations. It should be noted that this area
includes a wide range of specific programs and
subject areas: from tax compliance to election
administration, from information technology to
State mandates on local governments, from
printing contracts to charitable gaming, from
agency office space to the organization of the
executive branch.

The second largest number of Commission stud-
ies have examined programs which support
families and individuals, which also is
unsurprising given that agencies in this area
(such as the Department of Social Services)
provide direct services to hundreds of thousands
of citizens. One of the largest and most prob-
lematic topics in this area has been Virginia’'s
Medicaid program, multiple aspects of which
have been studied by JLARC analysts, with the
goal of keeping costs down while maintaining
necessary assistance.

Together, Virginia’s social service and general
government programs have accounted for more
than half of JLARC'’s studies over the years.
Adding the next most frequently evaluated ar-

eas — transportation and education — would
account for nearly three-quarters of the
Commission’s work to date. This is appropri-
ate, because not only do these programs directly
affect nearly all citizens of the Commonwealth
to some degree, their associated costs also rep-

Justice 8%

Virginia Retirement System 6%

Natural Resources
& Environment 5%

Commerce & Economic
Development 6%

Transportation 9%

resent about three-quarters the General Assem-
bly’s biennial appropriations. Further, in exam-
ining budget growth over the past two decades,
JLARC staff found that these areas account for
more than 80 percent of the increase (see chart
at lower right). The big-ticket items in Virginia’s
budget have always been a mainstay of the
Commission’s work.

Recent Study Topics
Have Reflected
Economic Concerns

The services that the Commission provides to
the Legislature have evolved significantly over
the years as new needs, particularly fiscal chal-
lenges, have arisen. It could be argued that
the ‘A’ in JLARC more accurately represents
“‘Analysis.” Staff analytical services have been
called upon more frequently in recent years, due
to troubling downturns in the national economy
and other factors ultimately affecting the
Commonwealth’s budget.

Virginia is far from alone among the states in
grappling with serious revenue issues, but in
many respects the Commonwealth was more
prepared for them and has demonstrated a more



$Billions

effective response. For example, there is no
doubt that Virginia’s “Rainy Day Fund” (a JLARC-
recommended initiative approved by the Gen-
eral Assembly and implemented through a Con-
stitutional amendment overwhelmingly ratified
by the citizens of Virginia in 1991) has provided
significant cushioning for the recent precipitous
fall in revenues. The Legislature’s foresight in
establishing what amounts to a State savings
account during “boom” times provided $467 mil-
lion in FY 2002, $246 million in FY 2003, and
$129 million in FY 2004, without which more
drastic measures undoubtedly would have been
necessary to balance recent budgets. The pres-
ence of this fund, and of the Commission itself,
have been recognized as factors in Virginia’s
maintaining its high bond ratings and high scores
on fiscal management, as judged by indepen-
dent national sources such as Governing Maga-
zine.

In recent years, the Legislature’s concerns about
falling revenues, rising expenses in critical ar-
eas, and the difficulty of securing dependable
data for both historical and predictive purposes
have resulted in study mandates that reflect
these concerns. For example, noting that
spending growth was exceeding both popula-
tion growth and inflation, the 2001 General As-

sembly turned to JLARC for assistance in ana-
lyzing the causes of budget growth in the Com-
monwealth. Two reports on this overarching
topic have been submitted, and a third is in
preparation. In addition, escalating costs in
Virginia’'s Medicaid program, which were ap-
proaching $3 billion in FY 2000, led the Legisla-
ture to call for a JLARC study of Medicaid-re-
lated programs in the Department of Medical
Assistance Services.

The Commission Provides

the General Assembly with

the Capacity to Provide Timely,
Savings-Oriented Responses
to Budgetary Issues

The vast majority of JLARC studies grow out of
the concerns and debates of the full General
Assembily (typically, a JLARC study begins with
a joint resolution approved by both houses of
the Legislature). However, the 14 Assembly
Members appointed to the Commission are pro-
active in setting staff priorities, and they also
have the option of directing staff to undertake
special studies -- on short notice if necessary. This
approach has proved useful during the past
two years.

Composition of State Spending Growth*
Between FY 1981 and FY 2002

$30

COMPOSITION OF GROWTH:

28% Education (K-12
and Higher Education)

The fact that Virginia’s
is a citizen legislature
means that the formal
Legislative Session of
the full Assembly must
operate within a limited
time frame. JLARC,
however, maintains a
full-time staff, and the
Commission members

31% Individual & Family Services

FY 81 FY 02
25
$5.8 B
20
$20.7
Billion $6.4B

15 Growth

10

(Medicaid, Welfare, Mental
Disabilities, etc.)

$2.4 B | 12% Transportation
$1.7B | 8% Administration of Justice

11% General Government

(Debt Service, Car Tax Relief, etc.)

11% Other

*Expenditures on Budgetary Basis

meet to hear study
findings about 12
times a year on aver-
age. This year-round
functionality has pro-
vided a capacity to re-
act quickly, for ex-
ample, to the deepen-
ing nature of the recent
economic slump. The
ability to respond in a
timely manner to emer-
ging concerns has
made JLARC a val-



able source of budget-related information and
recommendations.

Recently, for example, two special staff reports
directed by the Commission after the 2002 Ses-
sion focused on ways to increase tax revenues
and decrease Medicaid drug expenditures.
When the 2003 General Assembly convened in
Richmond, the Members found a number of prac-
tical, budget-enhancing recommendations wait-
ing for their consideration. On the basis of these
two “unmandated” studies alone, the Legislature
was able to generate new revenues and cost
savings totalling more than $66 million.

JLARC'’s Fiscal Analysis Section, which was cre-
ated by the full Assembly and became fully op-
erational prior to the 2000 Session, could not
have come into being at a more critical time.
Originally envisioned to provide the Legislature
with alternative, objective reviews of fiscal im-
pact statements and expenditure forecasts pre-
pared by the executive branch, the Fiscal Analy-
sis Section has evolved beyond this function to
provide additional services. The specialization
of these staff analysts and their ability to draw
on the expertise of other legislative staff housed

in the General Assembly building have been
useful to the Legislature in its efforts to remedy
budget growth. (See more about the Fiscal
Analysis Section in the next article, and on page
37.)

JLARC Continues to
Provide Unique Services
to the Legislature

Over the Commission’s three decades, the
Membership of the General Assembly has un-
dergone many changes. One purpose of this
document is to ensure that both new and long-
serving Members are aware of the resources
for objective research and analysis available to
them through JLARC.

The substantive chapters which follow add to
and elaborate upon Commission and staff ac-
tivities touched upon above. As in past issues,
this biennial Report to the General Assembly
provides some recent examples of the
Commission’s work and also follows up on rec-
ommendations from selected older studies.
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RECENT SPECIAL STUDIES
ProveE TIMELY, ACHIEVE SAVINGS
IN BUDGET PROCESS

Three special reports prepared by JLARC’s Fis- Two amnesty bills passed the General Assem-
cal Analysis Section prior to the 2003 Session bly, HB 2454 (Parrish) and SB 1030 (Chichester).
proved to be important sources of savings and These bills authorized a tax amnesty period dur-
new revenues for the Assembly’s FY 2004 bud- ing FY 2004, and further authorized the Tax
get writers. The reports on tax compliance, State Commissioner to contract for the administration

spending on pharmaceuticals, and higher edu- of the amnesty. Subsequent modifications by
cation research institutes had significant fiscal the House, the Senate, the budget conferees,
impacts, together generating more than $66 mil- and the Governor “raised the ante” for amnesty-
lion. generated revenue to the final total of $48.5 mil-

lion, which was included as revenue in the Ap-
propriation Act as signed by the Gover-
nor.

Non-General Fund
$33,411

$3,887
$13,907
$87,455

Failure to File. The report pointed out
that failure to file an income tax return
only carried a criminal penalty of a Class
One misdemeanor (the same penalty as
for petit larceny, defined as the theft of
less than $200 worth of property). The
recommendation was to change the penalty to
a felony. The higher penalty would emphasize
the serious nature of the offense, and improve the
fundamental fairness of Virginia’s tax system.

Tax Compliance

Issued in October 2002, this special report

made six recommendations to strengthen o _ _
compliance with Virginia's tax laws. Four of Delegate Parrish introduced a bill to accomplish

the recommendations called for changes to the | this penalty change (HB 1576), which was passed

Code of Virginia, all of which were introduced in | @nd signed by the Governor. The fiscal impact
the 2003 General Assembly. statement indicated negligible implementation

costs. This change should work in concert with

amnesty modeled on the 1990 Virginia amnesty, .
estimating that $51 to $66 million could be gen- | Additional Staff. The report recommended ad-

erated. Subsequently, Governor Warner en- | ditional tax staff, noting that the number of audit
dorsed a tax amnesty in the budget bill he intro- |  Staff in the Department of Taxation had declined
duced to the 2003 General Assembly. He in- | 31 percent between FY 1995 and FY 2002, al-
cluded $39.3 million in new general fund rev- | though both the number of tax returns and total
enue attributable to the amnesty, and provided | taxcollections had risen significantly. Additional
$7 million to administer it. The Tax Commis- | auditstaffcould further enhance compliance and

sioner had initially opposed the plan, but later | generate additional revenue, the report stated.
endorsed the program.
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The Appropriations Act, as signed by the Gov-
ernor, provided 124.5 compliance-related posi-
tions, at a cost of $11.3 million. A majority of
these positions will be tax auditors and collec-
tions staff, which the Tax Commissioner expects
to generate $21.3 million in new general fund
revenue during FY 2004.

State Spending on
Medical Supplies
and Pharmaceuticals

Three of the recommendations from a JLARC
special report on medical supplies and pharma-
ceuticals resulted in significant budget savings.
Summaries of the recommendations and their
associated savings are listed below:

® Implementation of a preferred drug list (PDL)
within the Virginia Medicaid program by the
Department of Medical Assistance Services
(DMAS) no later than January 1, 2004, with
estimated general fund savings of $9 mil-
lion in State fiscal year 2004 and approxi-
mately $18 million in general funds annually
thereafter.

Reduction in the retail pharmacy dispensing
fee paid by DMAS to retail pharmacists from
$4.25 to $3.75 per prescription per month,
with estimated annual savings of $2 million
in general funds.

® Replacement of the single-tiered prescrip-
tion drug plan for active State employees and
early retirees covered under the State’s self-
insured plan with a three-tiered drug co-pay-
ment plan ($15, $20, and $35 for a 34-day
supply). Actuarial analysis done for the De-
partment of Human Resources Manage-
ment projects a reduction in drug claims as
a result of the new plan equating to an esti-
mated $9 million in program savings. A por-
tion of these savings will accrue to the gen-
eral fund.

In addition, the 2003 Appropriation Act included
language expanding nonprofit hospital partici-
pation in the 340B drug discount program, as
recommended in the JLARC report. This action
is estimated to save the Medicaid program
$750,000 in general funds in FY 2004. Address-
ing another JLARC recommendation, the Appro-
priation Act also reduced the budget of the De-
partment of Corrections by $800,000 in FY 2004
general funds, based on savings that could be
achieved through the agency’s participation in
the 340B drug discount program. These actions
result in an estimated savings of $1.55 million
in general funds.

Research Institutes
in Higher Education

A JLARC staff report on higher education con-
cluded that the special purpose research insti-

in savings will accrue to the General Fund.

Savings
Tax Compliance $ —
Pharmaceuticals* 12.55
Higher Education 2.28
Totals $14.83

Summary of General Fund Savings and New Revenues
Attributable to Recent JLARC Special Report Recommendations
Enacted by the General Assembly

(FY 2004: $ in millions)

*Does not include potential General Fund savings from the three-tiered prescription drug plan. A portion of the $9 million

Net New
Revenues Total
$51.50 $51.50
— 12.55
— 2.28
$51.50 $66.33
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tutes and public service centers found at most
of Virginia’s institutions of higher education of-
fered some potential for savings. The report
also noted that the General Assembly had re-
peatedly indicated these entities should seek
non-general fund sources of support.

The Appropriation Act reduced general fund sup-
port for special purpose research institutes and
public service centers by $2.28 million (a com-

million and the House’s reduction of $4.76 mil-
lion). Of the 46 centers, six centers had their
funding eliminated entirely in the conference re-
port, and 12 centers saw no funding reductions.
None of the institutes or centers at Norfolk State
University or Virginia State University were re-
duced, and the Aquaculture Genetics and Breed-
ing Program at the Virginia Institute for Marine
Science actually received an increase in gen-
eral funds of $50,000.

promise between the Senate’s reduction of $1.10

THREE DECADES OF SAVINGS TO THE COMMONWEALTH
ATTRIBUTABLE TO JLARC STUDIES

Through continuing follow-up of studies, Commission staff track actual savings reported by the
agencies that have been subject to JLARC reviews, as well as savings achieved through the
appropriations process. Previous editions of this biennial report have documented savings of
more than $365 million since JLARC's first study. The additional savings and revenues dis-
cussed in this chapter bring the cumulative documented and anticipated savings attribut-
able to JLARC recommendations to $431 million.

It should be noted, however, that the $431 million in documented savings is a very conservative
figure. In most cases, this figure includes only those savings that are implemented through one
biennial budget of the Commonwealth. In reality, many of these adjustments continue to accrue
savings indefinitely. For example, the JLARC recommendation which has accrued the most
savings overall is the Set-Off Debt Collection Act, which was implemented by the General
Assembly in 1981. This program, which reduces State tax refunds by any amounts that may be
owed the Commonwealth by a taxpayer for other documented reasons, has proven a significant
source of revenue over its 20-year history. Through FY 2002, the Set-Off Debt Collection

Act has generated $282 million.

Not all Commission studies result in savings. Other objectives of
legislative oversight (such as enhancing program effectiveness
and ensuring compliance with legislative intent) sometimes re-

quire that additional resources be allocated to State agencies

and programs.

Lk

JLARC itself, of course, requires budgetary support by the Gen- %E@j
eral Assembly to pay for staff salaries and benefits, statewide travel
expenses that can sometimes be significant on a far-ranging project, occa-

sional consultant fees, and other expenditures necessary to the study mandate at hand. How-
ever, averaging less that $1.5 million per year, JLARC’s expenditures when compared to the
savings discussed above have returned nearly ten dollars for every dollar expended.
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GENERAL GOVERNMENT STUDIES

Information Technology Systems Development

During 2002, JLARC staff completed a review
of information technology (IT) systems devel-
opment in Virginia at the request of the Com-
mission. The study found that many IT projects
have failed in recent years, wasting more than
$100 million dollars. The report identified the
need for stronger central direction and oversight
of systems development.

Of 18 report recommendations, 13 were fully
implemented, and four others were partially
implemented. The study recommendations
formed the basis for HB 1926 and SB 1247 en-
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acted during the 2003 General Assembly. This
legislation significantly reformed the governance
structure and process for IT systems develop-
ment and management in Virginia.

A JLARC recommendation was the blueprint for
a formalized process for managing and funding
major IT projects. Two key changes were the
creation of an information technology investment
board, and a separate and independent chief
information officer (ClO). The investment board
will serve to improve central approval and over-
sight of major projects, provide a structure for
prioritizing projects for in-
vestment, and provide
greater accountability for
IT systems development.
The establishment of a
separate full-time CIO po-
sition with responsibility
for leading the develop-
ment and management of
information systems will
provide a single individual
who is ultimately account-
able for the development
and management of infor-
mation technology. The
CIO can provide profes-
sional leadership and
continuity in information
technology across guber-
natorial administrations.

During a recent JLARC
work-planning meeting,
the members of the Com-
mission expressed a



strong continuing interest in the Com-
monwealth’s IT systems development and man-
agement. Subsequently, the Commission di-
rected its staff to continue monitoring this area,
particularly the executive branch’s inauguration
of VITA, the Virginia Information Technology
Agency. As this centralized approach to sys-
tems development and management gets fully
under way, JLARC staff will be periodically as-
sessing the results and reporting to the Com-
mission through 2005.

Charitable Gaming Commission

In May 2002, JLARC approved an Administra-
tion request to study the Charitable Gaming
Commission (CGC), the agency charged with
regulating charitable gaming activities in the
Commonwealth. The study focused on the ad-
equacy of the organization and management
structure of the CGC, as well as the agency’s
resources and staffing. The study team found
that, overall, the CGC had been successful in
achieving its primary objectives: the prevention
of gaming fraud and increasing the percentage
of gross gaming proceeds used for charitable
purposes. JLARC staff also found that, with
some exceptions, the CGC’s oversight activities
were perceived favorably by the regulated com-
munity.

Despite these successes, JLARC staff found that
the overall structure and staffing of the Gaming

Commission were insufficient to ensure uniform
compliance with Virginia’s charitable gaming
statutes. Improvements were also needed in
the areas of fiscal oversight and training.

In line with one of several policy options pre-
sented in the report, the General Assembly en-
acted SB 1278 (Colgan) to change the gover-
nance structure of the Gaming Commission.
Effective July 1, 2003, the Commission’s status
was upgraded to that of a State agency, with a
policy board rather than a supervisory board.
Both the board and the department director are
now appointed by the Governor. These changes
should improve the management and account-
ability of the agency.

Note: for summaries of other general government studies, including State spending, tax com-
pliance, and State purchase of pharmaceuticals, see the “Special Studies” article on page 11.)
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Workforce Training in Virginia

Each year, Virginia invests over $250 million to
build and support a quality workforce, an essen-
tial component of sustained economic develop-
ment. In 2000, JLARC directed its staff to re-
view the efficiency and effectiveness of the
Commonwealth’s workforce training efforts.

In addition, the 2002-2004 Appropriation Act di-
rected JLARC to review the administration of the
federal Workforce Investment Act (WIA) by the
Virginia Employment Commission (VEC). The
WIA provides Virginia over $40 million a year
for employment and training services and man-
dates a system of service delivery to coordinate
between three WIA-funded programs and 14
other federally mandated workforce train-
ing programs. The act requires that the system
develop one-stop centers that provide single
points of access to the many State and federal
employment and training programs.

The review found Virginia lacking a coherent,
coordinated system of workforce training.
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Twenty-two workforce training programs were
administered by ten State agencies in three sec-
retariats. There was no formal coordination
among these programs, many of which provided
similar services to similar populations. The study
also found that while Virginia had implemented
the basic framework of the one-stop service de-
livery system required by the WIA, the VEC did
not have the authority to develop a true coordi-
nated system. In fact, neither the VEC, nor any
other existing State agency was able to develop
the system as intended by the WIA.

JUN

In order to facilitate a statewide system of
workforce training, JLARC staff recommended
that the VEC be replaced by an agency with a
clear employment and training focus, which
could administer many of the 22 workforce train-
ing programs. The Governor cited the JLARC
study in his 2003 State of the Commonwealth
Address, and proposed a comprehensive plan
to enhance coordination and improve the one-
stop centers.



The 2003 General Assembly implemented sev-
eral of the JLARC report recommendations with
the passage of House Bill 2075. The legislation
requires that two workforce training programs,
the Virginia Initiative for Employment Not Wel-
fare (VIEW) and the Food Stamp Employment
and Training (FSET) program, enter into part-
nerships with the one-stop centers. As sug-
gested in the report, this will facilitate access
and reduce duplication.

As recommended, the new statutory language
directs the Virginia Workforce Council to estab-
lish performance measures for local workforce
investment boards and one-stop centers and
evaluate their performance over time. This rec-
ommendation was made because there was no
coordinated oversight of these bodies. The new
performance measures will take into account the
extent to which local workforce investment
boards have obtained outside funding beyond
the Workforce Investment Act (WIA) funds. The
JLARC report determined that the WIA funds
were rarely sufficient to develop a coordinated
system of workforce training and outlined the
need for local boards to seek out additional
funds.

Outcomes for WIA Participants
Who Enrolled in FY 2001

(Based on JLARC Analysis of VEC Data)

Adults Dislocated Workers
n=1458 n=920
S
Participants
Who Enrolled
in WIA During

FY 2001 82%

Exited

53%
Exited

n=767 n=762

Exited the
Program with
Unsubsidized
Employment

75%
79%

Exited the
Program for
Other Reasons

25% 21%

I
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Lastly, the bill implements the JLARC recom-
mendation that the Virginia Workforce Council
establish criteria for training providers to be cer-
tified to receive WIA funds. This function was
inconsistently performed at the local level.

State Business Incentive
Grant Programs

In July 2002, JLARC directed its staff to exam-
ine the long-term costs and benefits of the ma-
jor business incentive grants that are funded
through the Commonwealth of Virginia’s Gen-
eral Fund. Business incentive grant programs
are intended to attract companies that are
considering locating or expanding in Virginia,
especially when other states or countries
are competing for these businesses. These pro-
grams generally offer grants for work-
force training, site acquisition and development,
construction, transportation access, other capi-
tal expenditures, or other specified purposes.
Examples of business incentive grant programs
examined are the Governor’s Opportunity Fund
and workforce training assistance.

The principal finding of the study was that if the
State were to eliminate funding of its two larg-
est business incentive programs in a given
fiscal year, there would be longer-term conse-
quences. Fewer new jobs (along with
investments in facilities) would likely be created
or transferred to Virginia; instead these jobs
would likely locate in other states. In two to three
years, the State’s resulting loss of individual in-
come tax revenues would likely be more than
the amount that was saved by cutting these pro-
grams. There would also be less corporate
income tax and sales tax revenues, and less
indirect economic activity due to the
investments (that would accompany these busi-
ness expansions) not being made.

The report noted that the State has promised
some companies sizable grants in future years
after the current biennium, which would require
new appropriations from the General Assembly.
However, past experience indicates that not all
companies will likely meet the required perfor-
mance criteria to receive the grants. Further,
the General Assembly has the prerogative to



fund the maximum amounts — or less —
in making its appropriations in future years.

Virginia Housing
Development Authority

The Virginia Housing Development Authority
(VHDA) is an independent public author-
ity created by the General Assembly in 1972 to
address shortages of adequate housing for low
and moderate income households in Virginia.
Several previous editions of this Report to the
General Assembly have described and followed
up on JLARC’s 1999 study of VHDA. A recent
status-of-action report from the authority in-
cluded some noteworthy new actions.

VHDA has made significant changes in the Sec-
tion 8 housing program that are consistent with
JLARC recommendations. JLARC staff had
recommended (1) initiating a training program

for local Section 8 administrators, (2) streamlin-
ing the central administration of the program,
and (3) transferring authority for administration
of the program from VHDA to local agents in
those localities that had the ability and resources
to administer the program locally. VHDA reports
that it has developed such a training program,
reduced the central office staff administering the
program from 25 to 14 FTEs, and transferred
26 localities and 4,300 housing units to local
administrators of the program.

The most significant change, one that is again
in line with JLARC findings, is the recent deci-
sion by VHDA to contribute $50 million per year
to the Virginia Housing Fund over the next five
years. This represents a 250 percent increase
in the amount that will be contributed and is sig-
nificant because the Virginia Housing Fund is
the fund used to address housing for low-income
persons with the greatest need for affordable
housing.
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Over the years, JLARC has completed more
than 30 studies addressing transportation top-
ics, particularly critical issues facing the Depart-
ment of Transportation. Four recent studies
identified serious shortcomings in VDOT’s over-
sight and management, and the funding of high-
way construction and maintenance programs.

Although initially defensive and critical of the
Commission studies, the department later con-
firmed the existence of many of the problems
identified. A number of newspaper articles lent
further support to the analyses, and the find-
ings of the JLARC studies were cited in a report
prepared by the U.S. General Accounting Of-
fice for the House of Representatives, Commit-
tee on Transportation and Infrastructure.

VDOT has reported making several policy and
program changes that appear to constructively
address the problems. These changes are pri-
marily in the areas of construction cost estima-
tion, the use of consultants in designing con-
struction projects, and the overall funding of the
highway maintenance program.
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Construction Cost Estimates

Recent assessments by VDOT of estimated
costs for construction projects included in the
Six-Year Improvement Plan appear to confirm
the findings of the 2001 JLARC report, Review
of Construction Costs and Time Schedules for
Virginia Highway Projects. JLARC found that
the costs of some large construction projects,
such as the Springfield Interchange Improve-
ment Project, had been routinely and substan-
tially underestimated.

In December 2000, JLARC staff estimated that
the cost of the Springfield Interchange would
likely reach $666 million. At that time, VDOT
assured the Commission that the total construc-
tion cost would not exceed $567 million. VDOT's
latest (May 2003) calculations, however, esti-
mate the final project cost at more than $676
million.

Route 288 provides another example. Inits pre-
sentation to the Commission in December 2000,
VDOT indicated that JLARC’s cost estimation



methodology was flawed because applying it to
the estimated cost for the Route 288 construc-
tion project would have resulted in an estimate
of $395 million. VDOT asserted that this was
clearly erroneous because under the Public Pri-
vate Transportation Act (PPTA) the department
had negotiated a contract for $226 million. How-
ever, including the preliminary engineering and
right-of-way costs, as well as the costs of refi-
nancing contractual obligations, increases
VDOT's estimated total cost for the project to
$390 million.

JLARC staff estimated that the 2001 Six-Year
Improvement Plan appeared to understate esti-
mated construction costs by $3.5 billion. VDOT
staff analysis presented in January 2002 con-
firmed that total contractor payments, on aver-
age, exceeded original contract amounts for
construction projects by more than 25 percent.
As a result of this analysis, VDOT presented a
revised Six-Year Plan in May 2002 with substan-
tially fewer projects.

VDOT’s Use of Consultants

In April 2002, VDOT staff presented to the Com-
monwealth Transportation Board findings of an
analysis of the department’s use of consultants
for the design of highway construction projects.
This analysis was conducted based on recom-
mendations included in the 1999 JLARC study,
Review of the Use of Consultants by the Vir-
ginia Department of Transportation. JLARC staff
recommended this analysis be conducted be-
cause of an increasing trend in the use of con-
sultants and the concern that VDOT lacked ad-
equate processes for monitoring consultant per-
formance. Based on this analysis, VDOT’s own
analysis found:

m Approximately 70 percent of all construction
design work was being performed by con-
sultant labor.

On average, consultant design costs were
46 percent higher than VDOT costs for simi-
lar projects, primarily as the result of salary
and overhead costs.

®m Actual consultant costs for the 50 projects
sampled exceeded VDOT design estimates
by more than $16 million.
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Highway Maintenance Program
Adequacy and Funding

In January 2002, JLARC issued its report on the
Adequacy and Management of VDOT’s High-
way Maintenance Program. The central finding
of this study was that the State had an estimated
$1.6 billion in additional pavement and bridge
maintenance needs, and that the current fund-
ing levels appeared inadequate to meet these
needs. Furthermore, at the time of the study,
the department’s 2002 biennium budget pre-
sented a reduction in the annual allocation to
the maintenance program.

As a result of these findings, JLARC staff rec-
ommended that the Commonwealth Transpor-
tation Board provide additional funding to the
maintenance program. In April 2002, VDOT’s
approved budget included an annual increase
in maintenance funding of approximately four
percent.

In June of this year, VDOT responded to a sta-
tus-of-action request by JLARC staff on the 18
study recommendations. A majority of the rec-
ommended activities are currently under way,
exemplified by the following:

m The Department has initiated a new process
to improve equipment utilization through bet-
ter internal communications and more effi-
cient disposition of equipment. VDOT esti-
mates annual savings in the $0.5 to $1.5
million range.

VDOT has resolved issues related to its in-
ability to carry forward unexpended funds,
resulting in about $14 million being carried
forward into FY 2003.

Methodologies have been developed to bet-
ter assess and address pavement conditions
on all highway systems.

As recommended, a major revision and ex-
pansion of VDOT’s best practices manual
for maintenance practices is under way. The
department reports it is using surveys and a
web-based discussion forum to develop new
policies, with the first focus on pavement,
bridges, and pipes.



®m A proposed “synergy” initiative involving ma-
jor computer systems development within
VDOT, which JLARC staff found troubling,
will not be undertaken by the department.
Instead, all such decisions have become the
purview of VITA (see article on VITA, page
14).

Equity and Efficiency of
Highway Construction
and Transit Funding

In December 2001, JLARC released its report
on the equity and efficiency of highway construc-
tion and transit funding. This study provided
options for revising the current allocation sys-
tem to make it more efficient and equitable. In
addition, the study found that the existing ad-
ministrative system needed to be replaced with
a road classification system based on the func-
tional purpose of the roads, and that VDOT dis-
tricts should be revised into new funding regions
for purposes of allocating regional construction
funds.

Recent Legislative Responses
to Highway Studies

House Joint Resolution No. 211 of the 2002 Ses-
sion established a joint subcommittee to study
recent JLARC study recommendations. As di-
rected, JLARC staff have provided technical
assistance for the subcommittee’s efforts. The
subcommittee was given two years to complete
its study. In the meantime, the 2003 Session
showed continuing interest through legislative
activity emphasizing greater accountability,
stronger financial management and oversight,
wider access to more user-friendly information
on highway projects, clearer lines of responsi-
bility for transportation contracting authority, and
establishment of a new highway safety program.
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The Chesapeake Bay
Bridge-Tunnel

Since 1964, the Chesapeake Bay Bridge-Tunnel
has provided the only direct highway link be-
tween the Eastern Shore and the Virginia main-
land. Each year, it carries more than three mil-
lion vehicles across the mouth of the Chesapeake
Bay. The Chesapeake Bay Bridge and Tunnel
District operates the facility, providing for capi-
tal improvements, maintenance, police and
safety patrols, toll collection, and administrative
services. Construction and operations have been
funded almost entirely from bonds issued by the
district and toll revenues collected on the facil-
ity. The State provides less than one million dol-
lars annually for operations.

Concerns of some Eastern Shore residents
about the long-term economic impact of in-
creased traffic resulting from recent toll discounts
prompted the 2002 General Assembly to direct
a study of the Bridge-Tunnel through House Joint
Resolution 210. JLARC was directed to
examine the appropriate role of the facility in the
economic growth of the Eastern Shore and the
Commonwealth, the appropriate toll structure,
and the efficiency of facility operations.

Overall, the review found that the construction
and operation of the Chesapeake Bay Bridge-
Tunnel has been a successful endeavor. The
facility provides an essential link between the
Eastern Shore and the mainland, supporting the
agricultural economy on the Shore, and tourism
on both sides of the bay. Given its importance
to transportation in the region, the review also
found that the appropriate role for the Bridge-
Tunnel in economic growth is to ensure a safe,
convenient, low-cost link between the Shore and
the mainland.

The General Assembly has not authorized
the Bridge-Tunnel district to involve itself in
growth management or economic de-
velopment, either as part of its operations or
through the toll structure. The business
and government leaders on the Eastern Shore
interviewed for the study confirmed that they



expect the local governments to be responsible
for growth management, not the Bridge-Tunnel
District. The review also found that the toll struc-
ture provides adequate revenue for operations,
maintenance, and existing debt service. How-
ever, it may not provide adequate revenue for
future capital expansion if parallel tunnels are
needed by the year 2020. The report recom-
mended that the district begin developing a long-
range capital plan to address future facility needs
and funding.

Maintenance and operations of the facility were
found to be generally appropriate. Improvements
were recommended, however, for toll and emer-
gency staffing, facility security, major mainte-
nance projects, and administration of the
district’s personnel evaluation system.

The Bridge-Tunnel District recently reported that
the 22 study recommendations are in various
stages of consideration and implementation.
Selected District activities include the following:

® Along-range capital plan is nearing comple-
tion, which includes engineering consulta-
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tion regarding tunnel configurations and as-
sociated costs.

Current and potential toll discount programs
are being re-evaluated, and further discounts
appear unlikely.

As recommended, the District has secured
a qualified security consultant to assess se-
curity concerns raised in the JLARC report,
and some security improvements have al-
ready been implemented.

In line with another recommendation, emer-
gency action planning has been given a
higher priority, including better coordination
with police, emergency, and military agen-
cies.

Maintenance issues, particularly in regard to
handrails in the tunnels, have been ad-
dressed through a repair program.

In response to an administrative recommen-
dation, the District has entered into a contract
with the Executive Director, which specifies an
annual written evaluation for this position.
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NATURAL RESOURCES
AND ENVIRONMENT

Implementation of the Chesapeake Bay Preservation Act

House Joint Resolution 622 (HJR 622) of the
2001 General Assembly directed JLARC to study
the implementation of Virginia’s Chesapeake
Bay Preservation Act (Bay Act). The Bay Act
was established in 1988 as a partnership be-
tween Virginia and 84 of the State’s eastern-
most localities as a way to ensure appropriate
local land use and development in en-
vironmentally sensitive areas. The resolu-
tion reflected legislative concerns about
the effectiveness of local and State oversight and
enforcement of the Bay Act, as well as the level
of resources necessary to effectively adminis-
ter the Act’s requirements.

Several issues related to implementation and
enforcement of the Bay Act were identified in
the report. For example, local adoption of man-
agement programs required by the Act was de-
layed, by as much as six years in some cases,
because of factors such as inadequate re-
sources to amend local ordinances and map
environmentally sensitive lands. Moreover, en-
forcement of certain Bay Act requirements has
occurred inconsistently across the Tidewater
localities, resulting in development in
areas where land-disturbing activities are sup-
posed to be prohibited, as well as the
irregular application of other management pro-
gram criteria.

Localities indicated that the Chesapeake Bay
Local Assistance Department (CBLAD) provides
appropriate and timely technical assistance.
However, inadequate financial resources appear
to hinder CBLAD’s ability to provide greater as-
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sistance, to perform certain internal functions,
and to ensure local program compliance. In
addition, it did not appear that the Chesapeake
Bay Local Assistance Board had prioritized the
evaluation and enforcement of local program
implementation, as required by the Code of Vir-
ginia.

In response to the Commission’s June 2002 di-
rection to consider the future status of CBLAD,
four structural options were presented in the
study concerning potential ways to organize the
department’s functions. These options ranged
from maintaining the status quo to consolidat-
ing the agency into the Department of
Conservation and Recreation (DCR). Legisla-
tion was also introduced in the 2003 Session to
merge CBLAD into the DCR. However, the leg-
islation failed at the conference committee stage.
Thus it appears that CBLAD will continue to be
an independent agency for the foreseeable fu-
ture. It is important to recognize that the defi-
ciencies identified in the report, including re-
source issues and inadequate State oversight
and enforcement of local programs, will not nec-
essarily be corrected as a result of a merger and
should be addressed regardless of where these
responsibilities are located.

The Governor’s budget submitted to the 2003
General Assembly proposed substantial reduc-
tions in CBLAD funding and staffing. Grants to
Soil and Water Conservation Districts to develop
agricultural soil and water quality conservation
plans pursuant to Bay Act regulations were elimi-
nated. In line with concerns expressed in the



JLARC study, budget amendments were intro-
duced in both houses to restore funding for vari-
ous purposes. Ultimately, the General Assem-
bly reduced cuts by $150,000 to restore two staff
positions proposed for elimination. However, a
recent status-of-action report from CBLAD’s
acting Director expresses continuing concern
that the agency is under-funded to implement
the Bay Act program.

Revolutionary War Veteran
Gravesite Program

Responding to House and Senate joint resolu-
tions from the 1999 Session, JLARC staff de-
veloped a special report on the preservation of
Revolutionary War veteran gravesites in Virginia.
The Commonwealth had a program to help pro-
vide for the care and maintenance of Confeder-
ate veteran gravesites, but had no similar pro-
gram for veterans of the American Revolution.

JLARC staff developed the most comprehen-
sive list compiled to date of veterans and the
locations in Virginia where veterans are report-
edly buried or recognized by markers. Over 100
sources were used in the preparation of this list.
A total of nearly 1,500 veterans reportedly bur-
ied or recognized at cemeteries (other than at
Colonial National Historical Park in Yorktown)
were compiled. At least 66 cemeteries were
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identified in which three or more Revolutionary
War veterans are reportedly buried or recog-
nized. Staff estimate that there are about 560
sites with Revolutionary War veteran burials. At
these sites, over 700 grave markers may be eli-
gible for a maintenance program.

Extensive appendixes are provided in the report
to show the information obtained and the
sources used during this review. The wide in-
terest in historical and genealogical research has
made this report one of the most popular “hits”
— nationally and even internationally — on the
JLARC website. During FY 2002 alone, the
study was accessed online nearly 14,000 times.

JLARC staff visited many gravesites
during the study in order to assess site
conditions and record names and
exact locations. Sites were often
overgrown and difficult to reach even
by foot. The use of a satellite-assisted
global positioning system (GPS)
improved the collected data by
providing accurate geographic
coordinates. The database begun by
JLARC is the most complete survey
assembled to date of these historic
sites, and should continue to be useful
to historical researchers in the future.
The complete data sets are available
and fully searchable as separate files
on JLARC's website.

JLARC staff have also been commended by, and
asked to give presentations before, local his-
torical societies.

In response to the Commission report, the 2002
General Assembly adopted House Bill 919, pro-
viding for the establishment of a program to as-
sist in maintaining Revolutionary War veteran
gravesites. Accordingly, Chapter 256 of the Acts
of Assembly adds a section (10.1-2211.1) to the
Code of Virginia to provide the statutory basis
for the program. The provisions became effec-
tive on July 1, 2002. Funding for establishing
the program is not yet available, however.
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INDIVIDUAL AND FAMILY SERVICES

Programs in the Department of
Medical Assistance Services

Senate Joint Resolution 441 from the 2001 Gen-
eral Assembly Session directed JLARC to con-
duct an evaluation of the development, manage-
ment, utilization, and funding for the health and
mental health services provided though the De-
partment of Medical Assistance Services
(DMAS). This mandate led to two studies which
covered several key program areas, including
the mental retardation waiver program, non-
emergency transportation services, and the child
health insurance program (another area of in-
quiry, pharmacy services and State spending of
pharmaceuticals and medical supplies, is de-
scribed in a previous article page 12).

In regard to the waiver and transportation pro-
grams, JLARC staff noted several longstanding
unresolved problems and recommended that
DMAS provide status reports to the House and
Senate money commit-
tees. The status reports
have indicated pro-
gress on both fronts.

Many of the problems with the transportation
program were resolved through DMAS taking
action to terminate its contract with an unrespon-
sive transportation provider. The mental retar-
dation waiver program benefited from 175 addi-
tional waiver slots being provided through Gen-
eral Assembly appropriations for Fiscal Year
2004.

The JLARC report noted numerous implemen-
tation problems associated with Virginia’s child
health insurance program, known as Family
Access to Medical Insurance Security (FAMIS).
The review found weak program design, man-
agement, and leadership, which had resulted in
low enroliment of children in the program and
the forfeiture of more than $55 million federal
dollars.

Five recommendations were directed at improv-
ing the program. The Department of Medical
Assistance Services (DMAS) has reported sig-
nificant progress in addressing each recommen-
dation.

‘m Procedures have been developed to better
track enrollees and referrals to Medicaid. An
expanded quarterly report keeps the Gen-
eral Assembly informed.

® A telephone survey was implemented in
February 2002 to assess reasons why
children were dropping out of insurance
coverage. DMAS reports the survey has
provided useful information for policy and
administrative decisions.

= A revised projection was developed to
accurately assess the total number of
uninsured children in Virginia potentially
eligible for Medicaid or FAMIS.



m As mandated by the General Assembly
DMAS amended its Medicaid State Plan and
regulations to adopt a single eligibility level
of 133 percent of the federal poverty level
for all children served in the Medicaid pro-
gram. Nearly 19,000 children have been
served by this expansion to date.

m DMAS and the Department of Social Ser-
vices have developed extensive methods
and procedures for improving communica-
tion on eligibility issues related to FAMIS. A
“No Wrong Door” policy has been in effect
since the fall of 2002: applicants can file their
FAMIS applications with either the FAMIS
central processing unit or their local Depart-
ment of Social Services.

The enhanced data collection activities showed
that as of spring 2003, 80% (up from 76% at the
end of 2002) of children living below 200% of
poverty were covered by Medicaid and FAMIS.
According to the Governor’s office, enroliment
has increased from about 39,000 children in
September 2002 to over 55,000 in July 2003, a
41% increase. During that period, monthly en-
rollment increased from about 1,500 to more
than 4,000. A recent national survey by the
Kaiser Commission on Medicaid and the Unin-
sured gave Virginia high marks for its efforts to
reduce barriers and improve access. However,
an estimated 61,000 eligible children remain un-
insured.

Virginia Board of
Medicine Reforms

During 1998 and 1999, JLARC staff conducted
a review of Virginia’s health regulatory boards.
The most significant finding of the study was
that the Board of Medicine did not adequately
protect the public from doctors who provide
substandard care in the treatment of pa-
tients. Other key findings were that the dis-
ciplinary system was taking too long to re-
solve many cases, eligibility standards for re-
instatement of licensees were not uniform
across professions and were too lenient, and
instances of unlicensed practice often were not
prosecuted. The JLARC report included 19 rec-
ommendations to improve the regulation of
health professionals.

These recommendations served as the basis for
HB 1441 enacted during the 2003 General As-
sembly session that significantly reforms the
regulation of doctors. The most significant rec-
ommendation adopted through this legisla-
tion changed the standard for a violation of law
in the treatment of patients from gross to simple
negligence. Under the old gross negligence
standard, doctors who provided substandard
care to patients were rarely disciplined for this
conduct. With the new simple negligence stan-
dard imposed by the legislation, the Board of
Medicine is required to address cases in which
there is evidence presented that a doctor has
provided substandard care.

The legislation also enacts a JLARC recommen-
dation that the Board of Medicine be required to
investigate all reports or complaints received
about doctors, regardless of the source of infor-
mation. The JLARC study found that many re-
ports submitted to the Board of Medicine indi-
cating that doctors likely provided substandard
care in the treatment of patients had been closed
without an investigation.

The recently enacted legislation also adopts sev-
eral recommendations that apply to the regula-
tion of health care professionals more generally.
The legislation established a uniform requirement
for all health profes-

sions that any lic-

ensees who have

had their licenses

revoked be re-

quired to wait



three years before they are eligible to seek re-
instatement of their licenses. Under previous law
some licensees, such as doctors, could seek re-
instatement of their licenses within a year of revo-
cation.

The legislation also required the Department of
Health Professions to include more extensive
information in its biennial report about case pro-
cessing times and the types of cases in which
sanctions are imposed by the health regulatory
boards. This will enable the General Assembly
and the general public to more effectively moni-
tor the types of cases in which the boards are
taking disciplinary action or failing to take action
and whether the time required to resolve disci-
plinary cases continues to be excessive.

Finally, the legislation adopts the JLARC rec-
ommendation that the Department of Health Pro-
fessions be given more authority to pursue cases
of unlicensed practice that are not prosecuted
by Commonwealth’s attorneys. The JLARC
study found that there were many cases in which
persons practicing health care without the appro-
priate license were not prosecuted and, instead,
these cases were being closed by the Department
of Health Professions without any action.

Birth Injury Program
Modifications

Because a number of concerns had been raised
about the Virginia Birth-Related Neurological In-
jury Compensation Program during its 15-year
existence, JLARC directed its staff to conduct
an evaluation of the program during 2002. Staff
assessed the program’s structure and opera-
tions, including aspects that fall under the Work-
ers’ Compensation Commission, and examined
the extent to which the program has served its
intended purpose.

The review found the birth injury program to be
largely beneficial to the children served, com-
pared to Virginia’s capped tort system. In addi-
tion, participating physicians, hospitals, and
medical malpractice insurers have benefited by
the program through reduced medical malprac-
tice insurance rates, a reduction in birth-injury
related lawsuits, and a reduction in subsequent
claims costs.
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However, it was less clear that the program had
achieved the societal benefits intended, such as
the availability of obstetrical care in rural areas
of the State. In addition, the most recent actu-
arial report on the program projected the
fund would have an unfunded liability of more
than $88 million based on the fund balance at
the end of 2002.

Despite this long-term liability, there is no threat
of a short-term deficit, as the fund’s current bal-
ance is approximately $84.7 million. The report
identified some of the decisions that had con-
tributed to the fund’s actuarially unsound sta-
tus, including flaws in the basic assessment
structure and inadequate financial oversight of
the fund by the birth injury board.

The JLARC staff report presented a series of
programmatic changes that would be needed if
the General Assembly chose to maintain the birth
injury program. Subsequently, legislation was
passed in the 2003 General Assembly Session
that implemented most of the report’'s recom-
mendations. HB 2048 and HB 2307 enacted a
number of study recommendations aimed at
improving the eligibility determination process,
ensuring fair treatment of claimants, and increas-
ing accountability and oversight of the program.

Of the 24 recommendations requiring legisla-
tion, 17 recommendations were fully imple-
mented and an additional four recommendations
were partially implemented through the legisla-
tion. In addition, the report was used to defeat
a proposal that would have adversely impacted
the program’s purpose. Some of the key legis-
lative changes are highlighted below:

® The legislation enacted a number of study
recommendations aimed at improving the ef-
fectiveness of the eligibility determination
process, which is handled by the Virginia
Workers’ Compensation Commission
(WCC). For example, the role of the medi-
cal panels in the process was strengthened
to ensure that unbiased, detailed expert
medical opinions are provided to the WCC
for all petitions submitted.

Improvements were also made to assist
families who petition for entry into the pro-
gram. For example, to increase claimant



access to legal representation during the eli-
gibility process, the WCC was given discre-
tion to award reasonable attorney fees and
expenses for cases filed in good faith, re-
gardless of whether a child is accepted into
the program. Also, hospitals that withhold
medical records from a petitioner can now
be fined, and the petitioner will be given a
rebuttable presumption that the missing
records showed fetal distress.

This legislation also remedied an inequity in
benefits for program-eligible infants who die
shortly after birth. These families receive
very limited benefits from the program, but
are barred from filing a lawsuit. The WCC
may now award up to $100,000 to the par-
ents or legal guardian of an infant covered
by the program who dies within 180 days of
birth.

The legislation also changed the program’s
Board of Directors membership to ensure
representation from the disabled community
and from individuals with financial expertise.
In addition, the Board no longer has the
power to reduce the annual assessments
paid by participating physicians and hospi-
tals, as this practice has contributed to the
program’s current financial problems.

In response to study findings that the pro-
gram provides handicap-accessible renova-
tions to homeowners, but no comparable
benefit to non-homeowners, the legislation
directed the Board to implement a policy on
handicap-accessible housing to address the
needs of all the children.

Legislative changes were also enacted that
serve to increase accountability and over-
sight of the program. For example, the pro-
gram will now be subject to provisions of the
Virginia Freedom of Information Act, Admin-
istrative Process Act, and Public Procure-
ment Act.

In response to study findings that most fami-
lies learn about the program only after pur-
suing a medical malpractice lawsuit, this leg-
islation requires physicians and hospitals to
inform patients about the program.

29

® Finally, mothers who are physically injured
during the birthing process are now allowed
to separately file suit to obtain compensa-
tion for those injuries. Prior to this change,
any such claim by a mother was prohibited.

Extensive media coverage of the JLARC report
enhanced public awareness and understanding
of the birth injury program. The week following
the November 2002 staff briefing of the report,
the Richmond Times Dispatch printed a total of
three front-page stories with detailed informa-
tion on the study findings. The following quote
from one of these articles correctly summarizes
the study’s findings:

Although the 11-month study labels the
Virginia Birth-Related Neurological Injury
Compensation Program’s impact as gen-
erally favorable for birth-injured children,
physicians, hospitals, and malpractice
insurers, dozens of recommendations
point to management shortcomings, un-
addressed costs and inconsistent care
provided to children who will never lead
independent lives.

A number of other articles published in the Rich-
mond Times Dispatch in the months following
the release of the report have referenced the
JLARC report as well. In addition, The Virgin-
ian-Pilot printed both a front-page story and an
editorial on JLARC's findings related to the Vir-
ginia Board of Medicine’s role in disciplining doc-
tors involved in birth injury cases.

Child Support Enforcement

During 2000, JLARC staff conducted a series of
studies of the State’s child support enforcement
activities, including the management, caseloads,
and employment levels of the Division of Child
Support Enforcement (DCSE), as well as
DCSE’s partnerships with local courts and sher-
iffs’ offices. The previous (2001) edition of this
biennial Report to the General Assembly details
the findings, recommendations of these studies
and the Division’s responses.

A recent status-of-action report from DCSE
shows continuing attention by the Division to the



concerns raised in the JLARC studies, as ex-
emplified by the following updates:

m DCSE is in its second year of setting district
office performance goals replicating federal
performance measures. For its composite
performance on all incentive factors relative
to other state child support programs, Vir-
ginia was awarded an incentive payment for
the most recent federal fiscal year of $16.9
million, compared with the previous level of
about $6.1 million.

m As recommended, significant progress has

been achieved in closing unproductive cases

meeting federal and State closure standards.

DCSE reports that since 1999 nearly

270,000 such cases have been closed, sig-

nificantly reducing the drain on staff and sys-

tems resources required to track such cases,
and allowing focus on those cases with po-
tential for collection.

DCSE noted that JLARC'’s report on the costs
of raising children was “very useful” in the work

of the 2001-2002 Secretary’s Triennial Child
Support Guideline Review Panel. Using this spe-
cial study, the Panel's economist was able to
develop long-overdue models for a new Guide-
line Schedule, intended to replace the current
model, developed in 1988. The resultant legis-
lative proposal passed the Senate but not the
House in the 2003 session. ltis likely that legis-
lation will again be proposed in 2004.

This study received the Excellence in Research
Methods award during the 2001 meeting of the
National Conference of State Legislatures.

“DSS has found the various JLARC reviews
of our child support enforcement coopera-
tion to be extraordinarily helpful in sharpen-
ing our stewardship of Virginia’s program”

--Comment by the DSS Commissioner
in a recent status-of-action report
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EDuUCATION STUDIES

Elementary and Secondary School Funding

In May 2000, the Commission directed staff to during the 1990s which dampen SOQ costs;
study funding for elementary and secondary and

schools in Virginia. State funding for education
is provided to help school divisions pay for the @ salary levels above the typical practice of

costs of the State Standards of Quality (the most divisions, offered by a number of
SOQ), as well as other costs. The SOQ are Virginia’s largest school divisions.
constitutionally-required standards in Virginia for

the intended purpose of affording a minimum Regarding capital costs, despite the availability
high-quality program of education. of State school construction grant funds and

some Lottery funds for non-recurring costs, lo-
JLARC had conducted two prior reviews of the calities still provided more than three dollars
S0Q in the mid-1980s. The recent review was for debt service costs for each capital cost dol-
different in nature, however, than the prior SOQ lar provided by the State in FY 2000.

studies. The prior JLARC studies had focused

on estimating and funding the costs associated The JLARC report provided three option tiers to
with the SOQ framework, as it existed at that help structure the way in which the State might
time. Those studies did not assess the adequacy enhance its funding of education. The first tier
and appropriateness of the standards, nor did addresses JLARC staff estimates of the costs
they consider local operating expenditures for for fully funding the
services beyond the SOQ. The recent review SOQ. The net

State cost in-
crease for this

purpose in
» the 2002-

of public education funding was broader
in scope: in addition to assessing the &
cost and funding of the existing SOQ, the ,
study considered local expenditures for = |
services beyond the SOQ. Debt service = 0 g
and capital costs were also examined.

Regarding operating costs, the study
found three primary reasons for the mag-
nitude of local expenditures above levels
recognized by State funding practice:

®m division staffing prac-
tices above State stan-

&
k]
dards: %,
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. . i
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® cost estimation chan-
ges made by the State
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2004 biennium (a two-year cost increase) was
calculated at about one billion dollars, of which
about $364 million was for routine cost rebasing.
Tiers two and three provided additional options
for the General Assembly’s consideration.

As the study reached completion, the State faced
a serious revenue shortfall. The 2002 General
Assembly found itself in need of accurate and
relevant information in order to address budget
issues in the costly area of education funding.
The JLARC study and its tiered approach was
frequently cited by Legislators in the difficult pro-
cess of identifying funding priorities.

Despite the limitations imposed by the revenue
shortfall, the 2002 General Assembly addressed
two of the components of the Tier One cost con-
tained in the JLARC report:

the restoration of most of the administrative
personnel costs that had been erroneously
dropped from the cost calculations in a prior
year, and

=

a change in the calculation of the costs of
the SOQ to ensure that certain locally-gen-
erated revenues are not deducted before
calculating the costs of the standards.

To implement these changes, the Appropriation
Act provided an appropriation under Basic Aid
of $4.1 million in FY 2003 and $54.2 million in
FY 2004 to “pay for the State share of recogniz-
ing the prevailing number of administrative po-
sitions in local school divisions.” An appropria-
tion also provided $24.9 million in FY 2003 and
$50 million in FY 2004 to reduce and then elimi-
nate the State’s deduction of locally-generated
revenues prior to determining the costs of the
Standards of Quality. In addition, the 2003 Gen-
eral Assembly adopted a compensation supple-
ment for school division staff “to address a por-
tion of the compensation-related concerns” iden-
tified by the JLARC report. Funding of $27.5
million was provided in FY 2004 for this purpose.

In the short term, the State may not be able to
fully fund SOQ cost estimates and address all
the other concerns about adequacy of funding
support for education. However, for the long
term, the State may wish to develop a plan to
address full SOQ funding and other education
funding issues raised in the study.
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Recent State Board Responses

The JLARC report also indicated a need for the
State Board of Education to address the condi-
tions and needs of public education in its an-
nual reports, and to re-examine the Standards
of Quality to ensure that the standards are real-
istic in relation to the Commonwealth’s educa-
tional needs and practices. The 2002 General
Assembly supported these findings, passing
several bills directing the Board to review
the Standards of Quality:

® Senate Bill 201 stated that “To ensure the
integrity of the standards of quality, the Board
of Education shall, in odd-numbered years,
exercise its constitutional authority to deter-
mine and prescribe the standards, subject
only to revision by the General Assembly, by
(i) reviewing the standards and (ii) either
proposing amendments to the standards or
(iif) making a determination that no changes
are necessary.”

House Bill 884 and Senate Bill 350 required
that the Board include in its annual report to
the General Assembly, “a complete listing
of the current standards of quality for the
Commonwealth’s public schools, together
with a justification for each particular stan-
dard, how long each such standard has been
in current form, and whether the Board rec-
ommends any change or addition to the stan-
dards of quality.”

Senate Joint Resolution 120 requested the
Board to “revise the Standards of Quality to
ensure these statutory practices are realis-
tic vis-a-vis the Commonwealth’s current
educational needs and practices.”

In response, the Board established an SOQ
standing subcommittee to help it assess the
conditions and needs of public education. Fur-
ther, the Board revised its bylaws to require, at
least every two years, a review of the Standards
of Quality. In addition, the Board held a series
of public hearings on the SOQ to solicit sugges-
tions and concerns from educators, parents,
employees, civic and community leaders, and
other citizens interested in public education. Al-
most 200 comments were received, which were
studied by the Board and culled to a list of pro-



posals the Board considers realistic and sound
from a policy standpoint.

The Board of Education has given its approval
to a number of significant changes to the SOQ.
The Board has prepared a package of draft leg-
islation to implement its SOQ proposals, which
amounts to a re-codification of the SOQ portion
of Title 22.1 of the Code of Virginia. Several of
the Board’s proposed changes address issues
that were raised as part of Tier Two in the JLARC
funding study, including elementary resource
teachers and funding for a secondary school

The General Assembly’s abiding interest in
Virginia’s system of K-12 education is reflected
in three JLARC studies currently in progress.
These studies are reviewing school divisions’
best practices for both support services and
school performance, as well as the funding of
educational technology.

Best Practices for the
Support Services of
School Divisions

House Joint Resolution 34 from the 2002 Gen-
eral Assembly required JLARC to examine best
practices for the support services of school divi-
sions in Virginia. Support services include the
non-instructional activities that school divisions
typically provide, such as administration, atten-
dance and health, pupil transportation, opera-
tion and maintenance of buildings and grounds,
and food services.

The study is currently in the second of two
phases. Inthe first phase, JLARC staff collected
over 180 best practice ideas from the school di-
visions, and identified those practices in an in-
terim report. In the second phase of the review,
now nearing completion, the impacts of best
practice use and other factors upon the ad-
equacy, quality, and costs of support services
are being examined. To accomplish study ob-
jectives, staff have visited 20 school divisions in
different parts of the State.

Current Studies in Education
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teacher planning period. These proposals will
undoubtedly be of considerable interest to the
2004 General Assembly Session. Recognizing
that the associated costs may be significant, the
Board is recommending that its SOQ proposals
be phased in over the next two biennia.

It should be noted that since “Tier One” costs as
defined in the JLARC report are intended to fully
address the costs of the SOQ, as such new stan-
dards become effective the costs for the prac-
tices required by the Standards become part of
the Tier One cost.

Review of Factors and
Practices Associated with
School Performance

Senate Joint Resolution 349 of the 2003 Gen-
eral Assembly session directed JLARC to ex-
amine best practices at high-performing schools
in the State. The resolution specifically directed
JLARC to identify and examine:

® schools that have performed successfully in
meeting the Standards of Accreditation and
have achieved marked improvement in stu-
dent and school performance;

specific demographic and other factors that
may influence academic success;

practices and demographic information for
the best- and poorest-performing school di-
visions; and

successful practices in those high-perform-
ing school divisions with marked fiscal or
other challenges.

This review has two major components. One
component involves a quantitative analysis of
demographic and other factors which may ex-
plain the differences in the level of performance
across schools and divisions. The other com-
ponent involves a qualitative examination of
practices in the best- and poorest-performing



schools. The study findings will be reported in
December 2003.

State Funding Formula
for Educational Technology

Senate Joint Resolution 87 of the 2002 General
Assembly session directed JLARC to recom-
mend a State funding formula for educational
technology and technology support personnel.
While the State already provides some funding
for educational technology purposes, improve-
ments in the State’s funding approach may be
possible.

This study has reviewed several technology cost
areas and will present funding formula options

in these areas for the General Assembly’s con-
sideration. These areas include:

®m technology integration staffing,

= technology support staffing,

technology training for instructional staff,
and

technology replacement costs and infrastruc-
ture needs.

As requested by SJR 87, the study is also ex-
amining the use of federal and private sector
assistance for educational technology. This
study is nearing completion and is scheduled
for presentation to the Commission at the Sep-
tember JLARC meeting.

(Note: see page 12 of the Special Studies chapter for a summary of recent

JLARC work in higher education)
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ADDITIONAL & ONGOING
OVERSIGHT REsPoNsIBILITIES oF JLARC

Virginia Retirement System Oversight

The General Assembly is constitutionally re-
quired to maintain a retirement system for pub-
lic employees. Therefore, the availability of
accurate and timely information about the Vir-
ginia Retirement System (VRS) is essential. In
1994, JLARC completed a series of comprehen-
sive studies on VRS, examining the agency’s
structure and governance, as well as its invest-
ment and benefit programs. A number of im-
provements to the system were achieved
through implementation of study recommenda-
tions, as has been chronicled in previous edi-
tions 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 Leg-
islature, the 1994 General As-
sembly passed the Virginia
Retirement System Oversight
Act. This act requires JLARC to
oversee and evaluate VRS on a
continuing basis.

The objectives of retirement system
oversight are:

® provide timely, accurate informa-
tion 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,

m 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

® 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
Investment Advisory Committee. Staff
also periodically attend meetings of
the administration and personnel,
benefits and actuarial, and audit
committees of the VRS Board of
Trustees. With the assistance of
an actuary, an actuarial report is
prepared once every four years,
evaluating the financial sound-
ness of the retirement funds.

An important tool developed
as part of JLARC’s over-
sight responsibilities is a

special periodical called
VRS Oversight Report,
which is researched and pro-
duced semiannually by JLARC staff
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and distributed to all members of the General
Assembly. To date, 20 issues of the oversight
report have been completed, typically focusing
on the VRS investment program. This publica-
tion 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 maintain a compendium
of useful information especially designed for leg-
islators, titled A Legislator’s Guide to the Virginia
Retirement System. Originally offered as a lim-
ited-edition publication, the Legislator’s Guide
is now resident on JLARC’s website, allowing
continuous updating of information. It has
proven to be one of JLARC’s most frequently
accessed web documents, with more than 3,000
unique visitors and nearly 9,000 visits during the
last fiscal year.

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. Building Operations (Department of Gen-
eral Services) implements the rental plan or
special maintenance agreements between
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10.

1.

DGS and entities whose office space is lo-
cated at the seat of government.

The State Surplus Property program (De-
partment of General Services) manages and
disposes of surplus property for State agen-
cies and institutions.

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

Consolidated Laboratory Services (De-
partment of General Services) accounts for
laboratory analyses provided for the Depart-
ment of Environmental Quality and the De-
partment of Agriculture and Consumer Ser-
vices and for the testing of motor fuels for
the Virginia Department of Transportation
and of drinking water samples for public
water works.

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

The Bureau of Capital Outlay Manage-
ment (Department of General Services) re-
views plans and specifications for capital
and non-capital State projects to ensure
compliance with the Virginia Uniform State-
wide Building Code.

Fleet Management (Department of General
Services) operates the State’s car pool and
manages the fleet of passenger vehicles.

Computer Services (Virginia Information
Technologies Agency, formerly the Depart-
ment of Information Technology) provides
data processing services to State agencies.

Automated Services (Virginia Information
Technologies Agency) provides automated
systems design, development, and mainte-
nance services to State agencies.

Telecommunications Services (Virginia In-
formation Technology Agency) provides tele-
phone and data transmission services to State
agencies.



Review of Performance Measures

Since 1990, the Department of Planning and
Budget (DPB) has been developing performance
measures for use by Virginia State agencies.
The General Assembly has encouraged this ef-
fort since the 1992 Appropriation Act mandated
a pilot performance measures program. DPB
has submitted draft measures to JLARC staff
for review and comment. Since 2000, the Ap-
propriation Act has provided that JLARC review
and comment on DPB’s development of perfor-
mance measures. HJR 773 of the 2001 Ses-
sion also required that JLARC assess the use
of performance budgeting, measurement, and
program evaluation in legislative budgeting.

In 2003, the General Assembly passed and the
Governor signed House Bill 2097, the “Roadmap
to Virginia’s Future.” This act provided that each
agency develop strategic plan information and
“‘performance measurement results.” The act
also created the Council on Virginia’s Future and
(in Section 2.2-2686 of the Code of Virginia) di-
rected JLARC to provide staff assistance to the
Council.

Fiscal Anrlysis Section

The Fiscal Analysis Section
(FAS), a unit within the JLARC
staff, was established by the

1999 General Assembly to assist

with legislative fiscal impact analysis, and to con-
duct oversight of the forecasts that are key to
major State programs (including Medicaid, cor-
rections, primary and secondary education, and
higher education). A section manager calls upon
JLARC staff as needed to provide support that
is customized for the project at hand.
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During the General Assembly Session, the sec-
tion focuses on reviewing executive branch fis-
cal impact statements that are referred to JLARC
by committee chairmen. The results of these
staff analyses are published as Fiscal Impact
Review reports. In addition to reviewing fiscal
impact statements, the FAS also responds to
ad hoc requests by General Assembly members
and other legislative staff, as determined by the
JLARC Chairman or Director.

The section has also been assigned responsi-
bility for conducting the annual review of State
budget growth, required under HB 2865 from
the 2001 General Assembly (now §30-58.3 of
the Code of Virginia).

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,
JLARC, and such experts as may be appointed
by the Secretary of Public Safety from the fields
of criminal justice, population forecasting or other
appropriate fields of study. The Secretary of
Public Safety acts as chairman of the technical
advisory group. The staff methodologist repre-
sents JLARC in reviewing 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.



Technical Support:
Implementation of JLARC’s
Highway Recommendations

In 2001, JLARC completed studies of the ad-
equacy and funding of VDOT’s maintenance pro-
gram and the equity and efficiency of highway
construction and transit funding (see pages 19-
21). House Joint Resolution No. 211 of the 2002
Session establishes a joint subcommittee to
study the recommendations and directed JLARC
to provide technical Assistance.

Virginia Boards, Commissions,
and Councils (HJR 159):
Staff Support

House Joint Resolution 159 of the 2002 Ses-
sion established a Joint Subcommittee to study
the operations, practices, duties, and funding of
the Commonwealth’s boards, commissions,
councils and other governmental entities in the
legislative and executive branches. The resolu-
tion directed that JLARC provide staff support
to the Joint Subcommittee. JLARC staff work
and the subsequent legislative initiatives of the
Joint Subcommittee resulted in the 2003 Gen-
eral Assembly eliminating 43 unnecessary or in-
active State boards and commissions. This work
continues, and the JLARC Fiscal Analysis Sec-
tion is also examining some of the areas included
in HIR 159 as a component of other mandated
study activities.

JLARC Reports
Available on CD-ROM

In October 1998, JLARC began to pub-
lish reports on CD-ROM. Now in its fourth
release, the CD contains all studies pro-
duced by JLARC since October of 1994,
more than 100 reports. The reports are
in PDF format, and can be selected 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 costs.
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JLARC'’s Internet Site
Increasingly Utilized
by the Public

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. The award-winning site al-
lows visitors to:

® read summaries of JLARC studies on-line,

= perform complete downloads of all reports
published since 1994 in the popular PDF for-
mat for printing at home,

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

m search for documents using keywords,

m check the schedule of Commission meetings
for the year,

m 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 about the legislative and fiscal impacts
of JLARC reports, as well as national honors
and awards won by the Commission and its
staff, and

®m use a periodically-updated guide to Virginia
Retirement System benefits and programs as
an on-line reference.

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, a dis-
cussion of the research process, and a gallery
of photographs taken during various research
projects. The website is also proving useful as

an additional way of conduct-
ing study-related surveys.

Use of the site by the public
has grown incrementally
since its inception. During
the most recent fiscal year,
more than 26,000 unique
visitors accessed JLARC
online, many of them return-
ing multiple times for a total
of 96,000 visits. Somewhat
surprisingly, JLARC'’s re-
cently released report on
workforce training ac-
counted for 12,000 user
downloads. lItis perhaps not
surprising that a two-report
series on Revolutionary War
veteran gravesites heads
the list of frequently down-
loaded documents, with
over 14,000 total down-

In addition to disseminating the Commission’s
work to interested citizens, an added benefit is
the reduction of publication costs as far fewer
“hard” copies of JLARC reports are needed.

Joint Legislative Audit and Review Commission
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Immigrant Study
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Practices Site

Announcements

Final Reports: Final reports of studies completed in 2002 are
now available on the Recent Reports page.

HJIR 159 Joint Subcommittee: The interirm report of the HIR
1589 Joint Subcommittes is now available. The Joint
Subcommittee web site is at this link.

CO-ROM Available: Wersion 7.0 of JLARC's Report CD-ROM

{all reports published between October 1994 and February 2003)
is now available. The reports are in POF format.
George Washington
ety VIRl Sl Gl VITA Implementation: The presentation to the Senate Finance
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YEAR BY YEAR:
JLARC MILESTONES

The timeline which begins below provides selected examples of the scope and significance of
JLARC's work over its 30-year history. They show that versatility is essential in order for the
Commission to respond to the wide range of study requests. The documented study impacts
demonstrate that JLARC can examine complex issues affecting politically sensitive programs,
yet maintain a position of objectivity and impatrtiality.

21973

c

<

Joint Legislative Audit and Review Commission established as a permanent legisla-
tive commission by the General Assembly. Commission appoints subcommittee to
hire Director.

JLARC staffed and operational; first study request is for a review of the Virginia Commu-
nity College System.

An evaluation of the Virginia Community College System is the first report prepared
and accepted by the Commission. The report describes a community college sys-
tem in which Virginians can take considerable pride. At the same time, the review
identifies administrative and educational issues that require the attention of VCCS
and the Legislature to ensure the Commonwealth receives maximum return from its
public expenditures.

JLARC study uncovers numerous financial and general management problems at
the Virginia Institute of Marine Science. The JLARC assessment is the beginning of a
series of legislative and executive activities which eventually lead to VIMS being merged
with the College of William and Mary.

Study series on the “sunset” and zero-base budgeting approaches in vogue across
the country recommends an alternative strategy for legislative oversight, which be-
comes the basis for the Legislative Program Review and Evaluation Act passed by
the 1978 General Assembly. The Act provides for periodic review of the programs in
all areas of State government.

On-site assessments reveal that many homes for adults provide satisfactory quality
of resident life, but many homes — especially those housing auxiliary grant recipients
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or mental health aftercare clients — continue to operate with significant violations of
licensure standards.

A special study of deinstitutionalization and community services is prepared for the
Legislative Commission on Mental Health and Mental Retardation (the Bagley Com-
mission). The report’s ten recommendations are endorsed by the Commission.

A study of federal funds finds that State agencies are consistently underestimating
federal fund revenues and, consequently, major portions of State expenditures are not
going through the legislative appropriations process. Immediate responses include
$29 million added to the 1980 budget bill as a result of last-minute agency-initiated
amendments. Long-term response is implementation of comprehensive new control
procedures and improved fund management by executive agencies.

In response to a 1980 JLARC special study, Legislature creates set-off debt collection
program, which is soon bringing in about $4 million annually. Through FY 2002, this
continuing program has netted the State over $280 million in real cash savings.

JLARC completes two comprehensive reports on occupational and professional regu-
lation under the Evaluation Act.

JLARC begins its continuing series on State/local relations that will eventually include
assessments of local mandates and financial resources, local fiscal stress and State
aid, and State/local service responsibilities.

JLARC studies of the equity of highway and transportation fund allocations begin to re-
shape the funding structure of this “big ticket” item. Recommendations ensure that funds
will be allocated on an objective, rational basis that includes a clear relationship to needs.

A JLARC-sponsored Conference on Legislative Oversight reviews and reaffirms the
Legislative Program Review and Evaluation Act.

JLARC staff wrap up a two-year study series on Virginia’s correctional system. Hun-
dreds of recommendations point the way to improvements in population forecasting,
staffing, facility utilization, community diversion, security procedures, and capital out-
lay planning.

A three-year study is completed assessing the funding of the educational Standards
of Quality. The JLARC methodology for calculating SOQ costs is adopted by the
General Assembly. The study ultimately results in a restructuring of the school aid
funding formula.

In accordance with a proposal in JLARC'’s study of information technology in Virginia
State government, the 1988 General Assembly creates the Council on Information
Management, which is responsible for statewide strategic planning, standard setting,
and procurement.

JLARC's review of child day care in Virginia identifies inconsistencies in the way regu-
lation is applied. The study recommendations are embraced over the next two years
by both the legislative and executive branches, effectively doubling the number of
children in day care who are subject to State regulation.

A comprehensive follow-up study of homes for adults outlines a new blueprint for
regulation, which will subsequently be implemented with strong support from the Joint
Commission on Health Care, the full Legislature, and the Administration.
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II» ACommission study series on State financial management has significant outcomes:
(1)A review of the Department of Taxation estimates a tax gap of more than $500
million. The General Assembly directs the department to implement a $65 million
revenue enhancement program. (2) JLARC proposes a revenue stabilization or “rainy-
day fund” that is approved by the Legislature in two successive sessions, then over-
whelmingly approved by voters, becoming the first JLARC-originated amendment to
the Virginia Constitution.

P> A major staff study effort is devoted to a comprehensive review of Virginia’s Medicaid
program, producing a series of eight reports and over 100 recommendations. One
study examines the extent to which applicants take advantage of legal “loopholes” to
shift the cost of their care to the taxpayer while preserving assets for their heirs. As
recommended, the General Assembly enacts legislation that restricts some forms of
asset transfers and implements an estate recovery program. These actions will even-
tually result in an estimated $15 million in annual savings to the Medicaid program.

«FEBP» JLARC embarks on a comprehensive review of the Virginia Retirement System, which
leads to a major restructuring of VRS, a permanent VRS oversight role for the Com-
mission, and JLARC’s second Constitutional amendment, which redefines VRS funds
as independent trusts.

<IXY>» A staff study of the siting of Virginia’s solid waste facilities uses innovative method-
ologies to assess the impact on minority communities. This award-winning report
also sounds an early alert concerning the volume of out-of-state trash being imported
into the Commonwealth.

219952 A two-year, in-depth look at juvenile corrections assesses court processing, sentenc-
ing outcomes, and the operation and impact of treatment services across varied set-
tings. Juvenile recidivism is conclusively documented as a grave societal and cor-
rectional issue.

II» The Commission concludes its comprehensive study of the Department of Environ-
mental Quality. The General Assembly demands a prompt return to the agency’s
statutory mission of safeguarding the environment.

<FEI» A follow-up study of child day care in Virginia finds that daycare centers are seriously
under-inspected, along with other enforcement shortcomings. A responsive General
Assembly allocates new inspector positions and strengthens sanctions. Study re-
ceives national impact award.

First-ever review of the Board of Elections uncovers weaknesses in voter registration
which allow thousands of felons and deceased persons to remain on voting rolls.
With support from the General Assembly, new linkages are forged between the regis-
trars, the State Police, and the Health Department.

«FED» Concerns about DEQ’s possible withholding of information on PCB’s in the Roanoke
River comes to light. The Commission is able to utilize its staff resources for a quick
but thorough investigation into this fast-breaking environmental issue. DEQ’s leader-
ship concurs with the study’s findings and recommendations.

<€“Ii[» A series of studies of the Child Support Enforcement program within the Department
of Social Services finds that the program, though understaffed due to the loss of
numerous federally funded positions, needs to respond to the increasing performance
expectations of the federal mandates. JLARC recommendations help the agency
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close hundreds of thousands of unproductive cases, reducing the drain on staff and
resources. Increased efficiencies lead to Virginia being awarded a substantially in-
creased federal incentive payment.

JLARC staff complete a Commission-directed study of capital punishment in Virginia,
which examines 75% of all murder cases occurring between 1995 and 1999. The
findings clearly refute a commonly held belief that the defendant’s or victim’s race
influences the prosecutor’s decision to seek the death penalty. Instead, the study
reveals that the most important factor is the jurisdiction in which the murder occurred
-- prosecutors in more highly populated localities are much less likely to seek the
death penalty than their counterparts in less populated jurisdictions.

Responding to critical budgetary challenges, the Commission asks its staff for sev-
eral special reports to help identify possible savings.. Timely reports on tax compli-
ance, research institutes in higher education, and State spending on pharmaceuticals
identify more than $67 million in savings and new revenues, which are enacted by the
General Assembly and reflected in the FY 2004 budget.

The General Assembly enacts legislation that significantly reforms the regulation of
doctors. To better protect patients, the new statutes significantly toughen the stan-
dards for physician negligence and for reinstatement of revoked licenses, while also
providing more support for prosecuting unlicensed practice. These improvements
implement recommendations made in an older (1998-99) JLARC report -- an ex-
ample of how a Commission study can have a long “shelf life,” yet ultimately prove
effectual.
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NATIONAL RECOGNITION OF JLARC:
AwARDS AND HONORS

The JLARC staff receive national award for “most distinguished research” from the
Governmental Research Association for a review of the Virginia Community College
System.

JLARC staff receive the annual “outstanding legislative research report” award from
National Conference of State Legislatures (NCSL) for a review of Virginia’s capital
outlay process

JLARC staff receive award from the Executive Committee of NCSL’s Legislative Pro-
gram Evaluation Section for “outstanding contributions to the field of legislative program
evaluation.”

The Eagleton Institute of Politics at Rutgers University conducts a national study of
legislative oversight, ranking JLARC as one of the best such groups in the country.
The Commission and General Assembly are lauded for their strong commitment to
legislative oversight.

NCSL'’s Legislative Program Evaluation Society recognizes JLARC for “excellence in
research design and method” for a technical review of staffing standards for the fund-
ing of sheriffs.

JLARC is cited by the journal Education Evaluation and Policy Analysis as an exem-
plary model for legislative oversight in state governance of education.

Financial World magazine ranks Virginia as the best managed state. Among the
reasons listed are “unmatched” legislative and executive program evaluation and the
JLARC-recommended, constitutionally established rainy-day fund.

State Legislatures magazine devotes its cover article to the Commission, entitling it
“Virginia’s JLARC: A Standard of Excellence.” The article provides a history of the
Commission, enumerates its accomplishments, and calls it a model for other states.

NCSL'’s Legislative Program Evaluation Society recognizes JLARC for “excellence in
research design and method” for a study of the impact on minority communities of
solid waste facility siting.

JLARC receives the highest national honor, the “Award for Excellence in Program Evalu-
ation” from NCSL'’s Legislative Program Evaluation Section (LPES). This award recog-
nizes a strong combination of demonstrated impacts, contributions to the field, and sus-
tained service to the legislature.
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1998

... was reinventing government before it became fashionable.

JLARC is also selected as the 1998 recipient of the LPES “Certificate of Recognition of
Significant Impact” for the study Follow-Up Review of Child Day Care in Virginia. This
award recognizes studies that have had significant impact on improving governmental
operations and programs.

Newest edition of a respected university govern-
ment textbook includes a substantial citation about
JLARC, including the following description:

“... a model for the rest of the country.

... has saved the state millions of dollars.”

Virginia ranked best in the nation by the Government
Performance Project, a nationwide management study
conducted by the Maxwell School of Citizenship and
Public Affairs at Syracuse University and Governing and
Government Executive magazines. The Secretary of
Finance, coordinator of the submission process for the award, credits JLARC’s work
in program evaluation and performance measures as a significant factor in the award.

JLARC receives the year’s LPES study impact award for a report on DEQ’s and VDH’s
activities to identify water toxic problems and notify the public.

LPES recognizes JLARC for “excellence in research methods” for a study of the
costs of raising children.

JLARC receives the year’s LPES study impact award for a report on Virginia’s Medicaid
reimbursements to nursing facilities.
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JLARC Staff

Director: PHiLIP A. LEONE-
Deputy DirecTor: R. KIRK JONAS-
Division | CHier: GLEN S. TITTERMARY-
Division Il CHier: RoBerT-B. RoTz-

ProJecT TEAM STAFF:
WENDY-N. BROWN-
AsHLEY S. CoLVIN-
GERALD-A. CRAVER-

EiLeeN FLECK-
MicHELLE HEBERT-GIFFEN-
ELLEN JACKSON-
NATHALIE MoLLIET-RIBET-
JAasoN W. PowELL-
TRACEY-R. SMITH-
Laura C. WHITELY-
CHRISTINE D. WOLFE-

SecTion MANAGERS:
PATRICIA S. BisHOP, FISCAL-AND ADMINISTRATIVE SERVICES
=] Joun W. LoNG, PUBLICATIONS-AND GRAPHICS-
GREGORY-J. REST, RESEARCH METHODS-
WALTER-L. SmILEY, FiscAL ANALYSIS-

Prouect TEAM LEADERS:
ARIs W. BEARSE-
Linpa B. Forb-
HARoLD E. GREER, Il
Eric H. MEessick-
KIMBERLY A. SARTE-

ADMINISTRATIVE AND RESEARCH SUPPORT STAFF:
JoaN M. IRrBY-
BeTsy-M. JACKSON-
PauLa C. LAMBERT-
Becky C. TORRENCE-

Ol JEFF GEIGER, INTERN
Indicates JLARC staff with primary assignment to this publication.

Above: The JLARC staff.

Left. The Governor and two JLARC staff-
ers display awards the staff earned for
participation in the most recent Charitable

Virginia Campaign. JLARC was one of only a handful of State agencies to receive CVC’s Platinum
Award. About 80 percent of staff participated, with an average contribution of $400 and total staff
giving of well over $8,000.
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