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Jsty 10, 1987

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

My Dear Coileagues:

i is my pleasure to transmit to you the second biennial report  of the Joint
Legislative Audit and Review Commission. This Report to the General Assembly
includes & summary statement on each Commission project completed to date, and
focuses on how agencies have responded to legisiative oversight findings and
recommendations.

One of owr major accomplishments during the past two years has been the full
implementation of the Legisiative Program Review and Evaluation Act. Two series of
reports, one dealing with health care subjects and one dealing with social service
subjects, have been completed. A third series of reports which evaluates highway and
fransportation issues is nearing completion. The series approach is important because it
aliows a more comprehensive review of sach function of State governmert than would
be possible if we limited our work to single topics in each area.

Curing 1980, a select committee assessed JLARC's performance in  implementing
the Evaluation Act. The committee concluded that the act has worked wery well Our
recommendations have influenced many program and management improvements, In
fact, the foliow-up findings we report on for 1981 have shown that the General
Assembly has been successful in generating a great deal of useful inforrmation. JLARC
report findings and recommendations have saved the Commonwealth milhons of dollars
and greatly improved the effectiveness and efficiency of governmental agencies and
programs.

Virginia's prominence in legisiative oversight is recognized far beyond the boundaries
of cur Commonwealth. JLARC has received several awards for research exceilence. It
has been cited for consistently high quality products by its peers. Because of its
success, the Commission has been requested by the ECagleton Institute at Rutgers
University to participate in a national study of legislative oversight.

The bottom line that | use to judge the value of legislative oversight, however, is
results. And | helieve the results shown in this report speak highly of the sfforts of
the Virginia General Assembly and the cooperation of the executive agencies with
which we work.

My two years as chairman of JLARC have been chalienging and rewwarding. | am
proud to submit this document for your review.

Respectfully,

Ot -




JLAI

C Purpose and

ole

The Joint Legislative Audit and Review
Commission is an oversight agency for the
Virginia General Assembly. It was established in
1873 to review and evaluate the operations and
performance of State agencies, programs, and
functions.

The Commission is composed of seven
members of the House of Delegates appointed by
the Speaker, fow members of the Senate
appointed by the Privileges and Elections
Commitiee, and the Auditor of Public Accounts,
ex officio. The chairman is elected by a majority
of Commission members. A director is appointed
by the Commission and confirmed by the General
Assembly for a sixvyear term of office. The
director is responsible for employing staff and
managing staff activities.

The Statutory Mandate

The reporting responsibility assigned to the
Commission s specified in Section 30-58.1, Code
of  Virginia. Reports of findings and
recommendations made by JLARC are to include:

®Ways in which agencies may operate more

sconomically and efficienthy.
eWays in which agencies can provide bstter
services to the State and to the people.

sfreas in which functions of Siste agencies
are duplicative, overiap, fail 1o accomplish
legistative objectives, or for any other reason
shouid be redefined or redistributed.

The Commission has also been  assigned
authority to make supplemental studies and
reports  relating to its evaluations. Once each
hiennium, the Commission conducts a systematic
follow-up of its work. From time to time, usually
coinciding with the biennial report, agenciss are
requested to file “'status of action” reports on
their efforts to address the Commission’s findings
and recommendations. Special follow-up  studies
are required in cases where the Commission has
cited waste, extravagance, fraud, or misuse of
public funds.

The specialized accounting and financial audit
resourees of the Office of the Auditor of Public
Accounts are alsc available to the Commission.

Under authority of Sectson 2.1-155, Code of
Virginia, the Commission serves as the point of
legislative focus for finamcial audit reports. The
ability of the Legislatsre to assess agency
performance is enhanced by this combination of
program and fiscal reviewss.

Working capital funds are used to finance and
account for support serwices provided by one
State agency to another. Section 2.1-196.1 of
the Code of Virginia giwes JLARC authority to
establish new working capital funds and to
discontinue those no longger needed. JLARC can
also authorize the transfesr of excessive retained
earnings from working capital funds to the State
general fund. To carry owt these responsibilities,
the Commission reviews on a continuing basis
working  capital  funds  for  graphics, systems
development, telecom munications, central
wareghouse, and computer services.

Senatdr Waiiey )
Fulfilling the Mamndate

To carry out its mmandate, JARC issues
several types of legislative reports. Performance
reports evaluate the accomplishment of legislative
intent and assess whether program expenditures
are consistent with appropriations. Operational
reports are made on practices of State agencies
in making efficient and effective use of space,
personnel, or equipment. Special reports are made
of State operations and funciions at the direction
of the Commission or at the request of the
General Assembly.

Belegate Bag'éey

Delegate Ball



Since 1975, JLARC has issued 34 reports
inchuding 28 evaluative studies, three reports on
legislative oversighi, and three descriptive
summaries. Each report 8 annotated in  this
publication. In addition, sight letter reports have
been prepared on specific topics of interest o
the Commission. Twelve new projects are in
progress.

Legisiative Program Review and
Evaluation Act

In 1978, JLARC sembarked on a unigue
approach to oversight under the auspices of the
Legislative Program Review and Evsluation Act.
The act provides for pericdic review and
evaluation of selected topics from among the
saven program functions of State government.
The functions are classified as (1} Individual and
Family Services, {2} Education, {3} Transportation,
{4} Resource and Economic Development, (5)
Administration of Justice, {B) Enterprises, and {7}
General Government.

The Evaluation Act has three major thrusts. It
involves legislators from standing committees of
the House and Senate in the process of selecting
and scheduling topics for JLARC study. It sets
out a procedure for coordinating oversight studies
completed by JLARC with the standing
committees which have jurisdiction over the
subject under review. [t encourages utilization of
oversight information by requiring a2 public hearing
on the review subject after completed reports
have been transmitted to the General Assembly.

Health Pilot Assessment

One provision of the Evaluation Act calied for
a pilot review of programs and agencies invoived

" Senator Buchanan ' Deieate Quillen

Senator Andrews Delegate Manning
in the delivery of health care services, and an
assessment of the pilot review. The purpose of
the provision was 10 provide an early opportunity
for improving the Evaluation Act based on the
experiences of members, staH, and agencies In
actually working with .

The pilot review effort lasted about two vyears
and resulted in five health care reports. The
studies were coordinated with the Senste
Committee on Education and Health and the
House Committee on Health, Woelfare and
Institutions.

The Commission was assisted in its
assessment of the pilot eoffort by a select
commitiee composed of legisiative and executive
representatives. The committee met in October
1980 and reached two major conclusions. First,
the Evaluation Act was working effectively and
needed no statutory revisions. Second, the study

procedures were basically sound. Suggested
refinements and clarifications  included the
following:

eincrease  agency  involvemsnt  in selecting

study topics.

=Give agencies sufficient time in which to

review exposure drafts and prepare written

responses.

#Achieve better balance in report ione by

giving more credit for positive performance.

olnvolve study subcommitises in follow-up

activities.

@Bring to the attention of the General

Assembly any significant policy matters

regarding a subject that may be on the

horizon.

The Commission is considering ways in which
to implemant the comrmittee’s recommendations.



Research Methods

Cne characteristic of JLARC work s its
mathodological rigor. This use of rigorous research
methods increases the accuracy and reliability of
the information reported by JLARC.

Applying rigorous  methodologies  to the
practice of legislative oversight requires a variety
of research tools, such as statistical sampling,
survey instruments, recording schedules, and data
analysis technigues. The use of each method is
weighted 1o determine if it will vyieid appropriate

and reliable information that will hold up to public .
scrutiny. Mr. Pethte! Delegate Callahan Delegate

B

Research methods are selected to produce distinctions among  types of highway
information about specific aspects of agency projects and, therefore, increased the
operations or program impacts. Some examples of accuracy of cost alloccation by vehicle class.
research methods and tools used by JLARC ebnalysis of aerial photographs was used as
include the following: an unobtrusive way t0 examine unauthocrized

construction at State institutions.

eb variety of computerized statistical packages eAnalysis of 488 randomly selected social

is used in research analysis. The Statistical service cases vyieldecd descriptive information

Analysis System (SAS}) and the Statistical on welfare clients and the services they

Package for the Social Sciences (SPSS) are received. Because of the represeniative

commonly used. These computer packages nature of random samples, a variety of

allow staff to do statistical analyses descriptive information could be estimated
involving massive numbers of calculations in statewide, and 2 profile could be developed

a minimal amount of time, in one study, of a typical Title XX client.

the SAS genera! linear model procedure was ®A random survey of 2,680 community

used to determine which of 45 residencies college students, tesachers, and counselors

of the Department of Highways and was used to assess student satisfaction,

Transportation had productivity that was test enroliment classifications, document

higher or fower than would normally be faculty productivity, and measure counseling

expected on 14 maintenance activities. The worklnad.

high and low residencies were then targeted
for further field investigation to determine
differences in operations and organizations.

8A computerized simeslation of reimbursement
formulas wused by third-party pavyors,
including Blue Cross, WMedicare, Medicaid,
eTo determine the quality of care available in and State welfare  offices, analyzed the

homes for adults, experts in the fields of impact of indigent care and occupancy levels

nutrition, sanitation, and fire safety were on hospital rates.

requested to evaiuate a randomly selected
sample of homes. The experis’ ratings werse
used as one measure of gquality of care.

eAs part of a complex vehicle cost
responsibility  study, the equitable allocation
of costs among users of Virginia's highway
system required analysis of many
canstruction projects.  Highway design
characteristics of all projects completed in
1980 were collected and used to cluster
projects into 18 groups for analysis. The
clustering orocedure permitted an  allocation
of costs which was sensitive to the

Senator Baternan Senator Wiiiey
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Audit and Review Process

Legislative oversight projects begin when the
Commission, or one of its subcommitiees,
identifies a topic for review. The Commission
authorizes project initiation and the project is
assigned to a staff team.

A work plan is prepared which documents
the research approach to be used by the team.
After the teamn completes its research, it prepares
a report which is reviewed internally and
subjected to quality control  standards.
Subseguently, an exposure draft is distributed to
appropriate agencies for review and comment.
The exposure draft, which contains any commenis
an agency wishes to make, is reported to the
Commission.

The Commission, or one of its
subcommitiees, reviews the report and prepares
an action agenda. The agenda includes key
findings and recommendations that the
Commission wishes to ehdorse. Copies of the
action agenda are distributed to legislative
committees and other appropriate officials.

The Commission authorizes distribution of the
staff report and recommendations to the
Governor, members of the General Assembly, and
other interested parties.

The Staff

The JLARC staff director is responsible for
preparing the budget., hiring personnel,
administering the organization, managing research,
and long-range planning.

The staff is orgenized into 1wo research
divisions, sach headed by a division chief. Project
teams, commeonly ranging in size from two to
four people, are assigned to the divisions for
administrative and research purpeses.  Team

ieaders have respoensibility for project management

Mr. Trible

Delegate Morrison

JLARC Organizational 5tructure

JOMT LEGELATVE ALDIT AND REVIEW COMMISSON

ASSETANYT
DRECTOR

OFEICE oFFICE |
SERVICES MANAGER

SPECIAL
ASSHINMENTS
] D ESION E_F‘VEBON

RESEARCH LEGAL
VERSE P uettiner | | ries

FROJECT
TEAMS

PUBLICATION
SERVICES

and directing teams on a day-to-day basis. The
teams are supported by specialists in research
methods, legal research, and publication services.

The varied education, ftraining, and
professional experience of the research staff are
important to the Commission. Among the fields
represented by undergraduate and graduate
education are business administration, economics,
education, engineering, English, journalism, law,
philosophy, planning, political science, psychology,
public administration, and urban systems. Most
members of the research staff have graduate
degrees.

Staff titles reflect formal education, training,
and experience at JLARC. The ftitles are assistant,
associate, senior, principal, and chief analyst.
Promotions are based on merit. Salaries are
competitive with those of similar 1types of
executive and legisiative employment, and sach
staff member participates in  State-supported
benefit programs. Professional  development s
encouraged through membership in  relevant
associations, on-campus credit instruction in fields
related to the work of the Commission, and
in-service fraining programs.

The staff participates in preparing both the
agenda and subject matter briefings for the
monthly mestings of the Commission.

JLARC is housed on the tenth and 11th
ficors of the General Assembly Building, adiscent
to the Stete Capitol. Library and computer
services are available in the legislative building.




Jutcomes of Legislative

agﬁﬁ

Legislative evaluation of State agencies and
programs can be a powerful tool for good
government, f evaluation findings are ussd, the
results can be significant.

Cost savings are the most visible ouicome.
JLARC recommendations and agency
implementation have resulted in measurable cost
savings and economies that exceed $43 miilion.
These savings have involved such items as the
sale or transfer of Siate-owned land, use of
excessive balances in special purpose accounts,
improved debt collection, and more efficient
vehicle managemaent. Frequently, however, savings
are difficult to measure. They may take the form
of deferred spending or postponed increases
rather than actual cost reductions.

Improvemnents  in the administration and
management of programs are ancther important
evalugtion outcome, Supplying needed services is
the business of government, and improved
gffgctiveness means better performance  in
delivering services.

Specific legislative mandates are created when
legislation is written and enacted. Ewvaluation can
assess compliance with such legislative intent.

This section reports on outcomes of lsgislative
evaiuations performed by JLARC. Examples have
been taken from selected reports to ilustraie the
following:

eimprovemnents in compliance with legisiative

intent.

simprovements in management practices.

simprovements in program practicaes.

#(Cost savings, economiss, and iransfers.

Some <changes are direct outcomes of
JLARC's evaluation. in other cases, sevaluation
servad as a catalyst for improvements,

Imprevements in Compliance
With Legisiative Intent

Apprepriation of Federal Funds

aa

Virginia's  constitution  provides  that no
money shall be paid out of the State Treasury

except in pursuance of appropriations made by
law.”” To provide the State with needed flexibility
to receive unanticipated federal funds during
legisiative interims, the @ General Assembly made
provisions for the acceptance and expenditure of
funds not specified in the Appropriations Act,

While this provision gave agencies needed
flexibility, JLARC found theat, during the 1878-80
biennium, over one-half billion dollars in federal
funds was authorized For expenditure without
legislative participation. Overuse of this budget
procedure represented a significant erosion of the
General Assembly’s approgpriation prerogative.

As 2 result of JLARC's identification of this
issue, 8 limit was established on amounts that
can be routinely received in  excess of
appropriations. The feasibility of more accurate
agency estimates was dermonstrated at the 1880
Sessich when, in response to legislative pressure,
agencies offered $28 million in  budget
amendments dealing wwith expected federal
funding.

Rights of Nursing Home Patients

In 1978, the General Assembly passed a
nursing home patient bill-of-rights which included
a mandate that patients be free to complain to
outside sources without Tear of reprisal. Despite
this mandate, a 1978 JLARC study found that
the State did not have an effective way 1o
process complaints. Many complaints did not
reach the proper authorities and evidence
suggested that patients who did not have families
or frequent visitors had no effective way {0 voice
a complaint.

in  response to JLARC recommendations,
legisiation was passed assigning the Department
of Health lead responsibility for resolving nursing
home complaints. A complaint coordinaior now
handles al] complaints in accordance with written
procedures. The department has also revised the
rules and regulations for the licensure of nursing
homes to include a section on patients’ rights. In
addition, a telephone hotling has been esitablished
in the Office on Aging to receive complaints of
nursing home residents.



Improvements in Management
Practices

Reduction of VIMS Deficit

As early as 1976, JLARC reported the start
of an operating deficit at the Virginia Institute of
Marine Science (VIMS}. Subseguent audits
revealed a $6.9 million deficit as of June 30,
198C. Since VIMS merged with the College of
William and Mary on July 1, 1873, there have
been significant improvements in VIMS's financial
management. The collage reports VIMS is no
fonger operating at a deficit. Reduced vessel
operations have resulted in savings of $200,000.
Beginning June 30, 1981, VIMS anticipates
making an annual contribution of $400,000
toward reducing the past accumulated deficit.

Reduction of Title XX Program
Overexpenditure

JLARC found that the State had overexpended
its allotment of federal Title XX funds by a total
of $3.95 milion for two of three federal fiscal
years. Conditions which led to this program
deficit included overallocation of available funds,
iate billing by some agencies, inadeguate
monitoring of fund balances, and unanticipated
federal actions.

The Commission recommended that the
Bepartment of Weifare develop a plan for
amortizing the overexpenditure of federal funds
and concentrate its efforts on monitoring and
controlling expenditures in a period of tightened
resources.

The Department of Welfare has iaken steps
to amortize the Title XX overexpenditure and
projects that federal funds will be in balance by
September 30, 1981.

Beduction of Case Worker Errors

A 1980 JLARC  review found that  in
approximaiely 24 percent of general relief cases
jocal workers made judgmental or procedural
errors which resulted in incorrect paymenis or
payments to insligible persons. The cost of these
errors was estimated to be at least $1.3 million
and possibly as high as $2.2 million.

8

To strengthen program administrgtion, the
Commission recommended that the Department of
Welfare increase casework monitoring {0 assess
worker compliance with program regquirements and
develop guidelines for local workers on verifying
client eligibility.

The Department of Welfare is developing 2
statewide financial services monitoring  sysiem
that will include the general relief program. The
department reports that the system will identify
probiem areas, and that corrective dgction initiated
by State and local staff should reduce errors. The
department is also  developing guidelines on
verifving eligibility t© be included in the general
relief manual.

Deferral of Highway Equipment
Purchases

A 1980 JLARC review found that much of
the Department of Highways and Transportation’s
fleet equipment was underutilized. JLARC analysis
showed that as much as $8.4 million could be
saved by deferring purchase of replacement
equipment. The department reports that
approximately $8 million has been saved through
such deferrals.

The department has appointed & special
committee which is  studying criteria  for
purchasing equipmerst, setting utilization standards,
and finding ways 1o reduce the eguipment
inventory. Plans have also been announced 1o
significantly reduce eguipment purchases over the
naxt two years.

Unified Budgetimg

In 1878, the Siate’s capital outlay budget
process was separaie from the operating budget
process. Because of this split, no one agsnoy
performed 2 comprehensive program review of
capital outlay requests. Some recently  built
projects were standing vacant of not being used
as originally planned becsuse operating needs
wereg not coordinatec! with capital plans.

JLARC recommended unifying the budgeting
process and this has been largely achieved. The
statutory responsibidity of the former Division of
Engineering and Buildings was removed by the
General Assembly in 1878, The Department of
Pianning and Budget now diracts a single systam
of budgeting for  both program  and  capiial
outiays.



Improvements in Program
Practices

(Clarification of Mission and Avsidance
of Duplication

During the 1879 review of the [xiension
Division of Virginia Tech, JARC found that
coonerative extension program priorities were not
clearly defined, Program growth had placed the
extension division on & potential collision course
with the mandates and programs of at least 23
other State agencies.

in response 1o Commission recommendations,
the division developed a revised mission
statement which was approved by the 1881
General  Assembly. Thizs statement resiricted
program scope and helped clerify budgeting and
programming funclions.

The division has developed memorandums of
understanding with 30 Siate agencies defining the
scope of activites to be camied out by each
agency; developed a policy regarding duplicated
gffort:  strengthenad relationships  with  iocal
coordinating  groups; and  taken the lead in
establishing new coordinating groups where they
appesr 1o be necessary.

Improved Rate-Setting for Wellare
Grants

Auxiliary grants  administered by the
Department of Weifare pay for the care received
by many rasidents of licensed adult homes. A
1878 JLARC review found that auxilary grent
raies were not based on reliable or audited cost
data. The Commission recommended stengthening
the auxiliary grant program by redesigning cost
reporting forms, requiring sudited cost data, and
basing rates on relisble data.

Cost reporting policles and procedurss  have
heen clarifisd and cost reporting forms are being
revised hy the Department of Welfare, For the
first time, the department has generated actual
cost  data  which  the House Approprigiions
Committee has used in setting the maximum
auxiliary grant rate,

increased Use of State Property

JLARC's study of Camp Pendieton in 1879
evalugted the potential use of camp property for
recreational, as well as military, purposes. The
study found that although the City of Virginia
Beach contained more thwan 37 miles of quality
beaches, only one-fifth of this was open and
accessible to the public. To help alleviate this
condition, JLARC encowraged the Department of
Military Affairs to faciltate grester public use of
s property, including a 1,200-foot beach. The
Legislature appropriated  $100,000 o fund a
parking lot near the beachs.

ibse of the Camp Pendleton beach has
increased substantially. i 1878, the bsach was
open for use 35 days and total attendance was
4,726. By 1880, the beach was open for use
98 days and attendamce had increased io
28,692,

Strengthened Licensuzre Procedures

The Siate Department of ‘Welfare Thas
statutory responsibility  for  licensing  residential
homes for adults and day care facilities for
children. In separate stuciies of adult and child
care facilities, JLARC conducted on-site
assessments  of compliance with  minimum
licensure standards and reviewed the Department
of VWelfare's licensing angd enforcement activities.
Although most facilities were in complisnce, some
ware found to operate wwith significant violations
of hesaith and safety stanciards.

The Commission gecommended several
corrective actions, includirsg increased training for
operators and licensure staf, use of unannounced
visits for licenswre decisicons, expanded suthority
for the State Fwe Marshal in inspecting adult
homes, and improvemerst in the use of a
rovisional license a3 a sanctioning device in all
types of facilities,

The General Assembly has enacied legislation
to  provide the fire rrmearshal with  expanded
suthority and to HImit the use of provisional
ficenses 1o 2 six-month, non-renewsble period.
The department has prowided additional fraining
opportunitiss to operators. Steps have been taken
to strengthen the inspection process by Hmiting
advance notice of compliance inspections  and
including results of unannounced supervisory visits
in licensure decisions.



GROWTH OF STATE SPENDING

Expenditures
in

Billions

%5
4 4
41 3
4 2
41

Total State

annual expenditures

~—— Adjusted for inflation,
1972 base year

70 71 72 73 74 75 76 77 78 79 8O

Fiscal Year

inflation and the rising costs of State
government have resulted in the need
for increased legislative attention to
the evaluation of existing programs
rather than the creation of new ones.

Cost Savings, Economies, and

Transfers

Sale of Surplus Land

In 1977, a study of land management
reported that 9,100 acres of surplus and unused
property wers owned by the State. About 5,400
acres of this property was valued at $10.3
million. H some of the unnesded surplus land
were soid, the report concluded, revenues could be
generated for State needs.

in 1978, the Governor began to implement
the report recommendations. Ten properties have
been soid, producing $678,663 in revenue. Seven
properties valued at $15,042,000 have been
transferred between agencies 1o meet State needs
without additional real estate purchases. Increased
timber harvesting on State-ownsed land has
produced $55,827 in revenues.

Land $218S  coiviiviiiiia e $678,663
Property transfers ........................ $15,042,000
Timber revenue ......o.ooiieieeieieeineean, $55,927

Investment of State Funds

Additional State revenues are expected from
improved agency management of federal cash
flow. JLARC identified $286,000 in annual
investment revenues that the State should be able
to realize by improved use of federal letters of
credit,

Potential annual investment

TOVENUR + v ereerrnrrntrirsiirsrarirereinnnns $ 286,000

Working Capital Fund Transfers

Section 2.1-186.1 of the Code of Virginia
gives JLARC responsibility to establish or
discontinue working capital funds, which are used
to finance and account for central support
services provided by one State agency to another.
JLARC can  also  authorize the transfer of
excessive retained earnings from such funds to
the State general fund. The Commission closed
13 nappropriate funds in 1977, The Commission
has directed the State Compiroller to transfer
$1.2 million in excess retained earnings to the
general fund.

Transfer to general fund ............... $1,332,000



Mew Debt Coliection Procedures

During the JLARC review of social service
programs, the Commission proposed and  the
1981 General Assembly enacted the Setof Debt
Collection Act. The act requires State agencies ic¢
identify delinquent bills owed to the State so the
Department of Taxation can withhold any  tax
refund owed the debtor. The legislation should
help recover $500,000 in its first vyear of
operation and as much as $2 million each year
thereafter.

Annual debt setoff revenue ........... $500,000 to
$2.000,000

Collection of Revenues te¢ Support
VPI&SU Continuing Education Center

The Continuing Education Center of VPIRSU
provides general extension education through
conferences and meetings. Significant costs for
center operations were borne by the
Commonwealth contrary to a generally held State
policy not to support non-credit activities from
the general fund. JLARC recommended that these
costs, which totaled $233,000 in FY 1978, be
charged to facility users. As of July 1, 1980, the
center had become completely self-supporting.

Annual savings from charging all
costs to facility users ............. $233,000

Use of Excess Cash

A 1979 review of outpatient health care
found that the cash balance held in a Department
of Health revenue account was at times
unnecessarity high. The high balance resulted from
two factors: underestimation of revenues, and the
practice of collecting and retaining revenues for
an entire fiscal year before using them in a
succeeding year. JLARC recommended that excess
cash held in the account be used as an offset to
the general fund appropriation for local health
services. The resulting approprations offset
represented an immediate, one-time savings to
the Commonwealth of $4.1 million.

Use of excess cash in  health
revenue account .......oooeeeen... $4,100,000

A BALANCE SHEET ON
LEGISLATIVE OVERSIGHT

JLARC's expenditures since s inception have

totaled $3.6 million. During this
Commission has recommended ways

time, the
10 save mn

excess of $43.2 million, @& potential return of $12

in savings for every $1 spent.

Omne-Time Savings amd Revenue

Surplus property transfers

tse of surplus health revenue
improved use of State cars
Surplus motor pool fund uise
improved motor pool billitngs
Deferral of equipment purchases

Ongoing Savings and@ Revenue
Purchase of compact cars
Improved Medicaid cost controls
Commuting revenue {annu al)
Timber revenue
Working capital fund tramsfers to
the general fund
Revenue from charging CEC
users {annual)
iand sales
Reduction in low enroliment classes

$15,042,000
4,100,000

850,842

1,788,057
148,080
8,000,600

$29,928,989

$390,000
2,800,000
95,220
55,927

1,332,600

233,000
678,663
500,000
$6.184,810

Opportunities for Recurring Savings

Reduction in general relief case
errors {annual)

improved outpatient billings

improved inpatient billings

Debt setoff collections {(arnual)

investment revenue {annwal)

$ 1,300,000-
2,200,000
2,000,000
3,000,000

500,000~
2,000,000
286,000

$ 7,086,000- 9,486,000

T otal

In addition to savingss, ftransfers,

$43,200,799

and new

revenue, oversight has irrsproved legislative control
over federal funds ($28 million in amendments
during 1980 session) and community college
enrollment  forecasts {$9.1 million forecast
revision). Scrutiny of VINS financial management
has resuited in progress toward eliminating an
operating deficit totaling $6.9 million and growing

at a rate of $1.5 million each vyear.
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Improved Management and Use of

State-Owned Vehicles

A 1872 review of vehicle management found
that the Commonwealth could save millions of
doilars by improving the use of its general
purpose passenger vehicles. Many State cars were
underutilized, and the minimum annual mileage
criterion for permanent assignment of a vehicle
was unreafistically high and  therefore not
enforcad. State employees were not  being
charged for commuting, and financial management
of the central garage motor pool needed to be
strengthened. [n addition, the State was moving
away from the practice of purchasing fuel efficient
cars.

Since the study, the State has saved
approximately $3.3 million by improving vehicle
use, charging employees for commuting in State
cars, using excess cash held in a surplus property

account, reducing overdue accounts, and
purchasing compact rather than standard-sized
cars.
Improved utilization ... $850,842
Annual commuting charges ........... $95,220
Use of surpius funds .......ocoeeinnns $1,788,067
Reduction in overdue accounts ...... $149,090
Savings from compact cars .......... $390,000
Medicaid Nursing Home
Reimbursement

A 1978 JLARC review of long-term care

found that the Department of Health employed a
variety of cost conirols to ensure that Medicaid

expenditures for rnwrsing  home  care  were
reasonable and necessary. Mot alf of these
controls, however, were adeguately developed or
enforced, and the Commission recommended
strengthening them. The department reports that
actions have been taken to strengthen cost
controis. Analysis of transactions between related
parties has been bmproved, and the Medicaid
program audit staff have disallowed $2.1 million in
builders” profits that were inappropriately claimed.
Audit staff have also improved their analysis of
interest expense. In excess of $800,000 was
disaliowed as unrelated to patient care or
unreasonable during FY 1979 and FY 1980.

improved cost controls $2,900,000

Improved Billing and Coliection

Procedurses

Two 1979 health care studies found that
improved billing and collection of fees charged to
patients able to pay for medical services would
bring more revenue to State heaith care agencies.
A study of local health departments identified at
least $2 million in outpatient fees that had not
been billed to patients. Similarly, a review of
State teaching hospital programs found about $2
million in patient fees that had been written off
as bad debis against State tax funds, even
though the hospitals did not have adeguate
collection procedures. Billing and collection
systems have both been strengthened.

Potential billing procedures revenue $ 2,000,000
Potential collection procedures revenue $ 3,000,000




Transportation Series

Senate Joint Resolution B0, enacted by the
1980 Session of the General Assembly, mandated
that JLARC review the programs and sctivities of
the Department of Highways and Transportation.
The resolution called for JARC to focus on
transportation needs, functions, expenditures,
revenues, and methods of cost allocation. Review
efforts are being coordinated with the Senate
Committees on Finance and Transportation and
the House Commitiees on Finance and Boads and
Internal Mavigation.

Two interim reports were released in January
1881. The first presented findings on the

organization and administration of the Department
of Highways and Transportation. The second
describad a cost responsibility methodology
geveloped to analyze the balance between user
revenues and user costs of the Commonweslth's
highway system,

Four final reports are wunder way. The
organization and administration interim  report
divided into two areas for further study:
construction needs, and organization and
management. Studies on transportation financing
and findings of the cost responsibility study are
also in progress. These studies ars described in

the section on ongeoing studies and activities.

rganization
dministration

The Department of Highways and
Transportation is one of the largest State
agencies. It has approximately 12,000 authorized
staff positions and was appropriated about $1.9
billion for the 1380-82 biennium. The department
is responsible for construction and maintenance of
approximately 111,000 tane miles, the
third-largest state-maintained highway system in
the United States. During FY 1280, approximately
500 construction projects  wvalued over %650
million were under way. The department aiso
spends almost $200 million annually to maintain
the existing highway system.

This interim report focused on departmental
activities in  constructien pianning and  fund
allocation  procedures, equipment  management,
contract administration, organization, and staffing.

Every vear the department uses an allocation
process to budget highway construction funds.
Policy direction from the Llegislature and input
from local officials and the general public serve as
the basis for allocation decisions. Allocations are
viewed by legislators and the general public as a
commitmeant 10 construct specific projects.

a

JLARC found that actual expenditure patierns
often varied from allocations. Over the past 15
yaars, $248 million allocated to urban, primary,
and secondary road  systems was  spent
elsewhere. In contrast, expenditures for the
interstate system excesdad aliocations by $72
raillion over this period. Such wvariations may not
be consistent with legislative intent, tend to
mislead public officials, and do not provide an
adaquate basis for State budgetary
decision-making. Other important findings included
tha following:

eThere is a need to provide the public and
the General Assembly with up-to-dats,
accurate information on  the status and
priorities of the construction program. The
present system of multiple plans, allocation
lists, programs, and censtruction schedules
provides only & limited amount of
information 1o interesied observers outside
of the department.

s\feaknesses in  the management of fleet
equipment contributed to the purchase and
retention of potentially unneeded eguipment
and corresponding underutilization. JLARC
analysis showed that as much as $9.4
million could be saved in FY 1881 by
transferring available underutilized equipment
instead of purchasing items.
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sProcedures  wsed by  the  department in
preparing and awarding contracts required
strengthening. The pregualification process
did not ensure complete and accurate
disclosure  of corporate  affiliations. The
pre-bid  estimate, intended 1o serve as a
check on the reasonablensess of bids, may
have actuglly added 1o the costs of 3 few
projects because of the way it was used by
the departrment. In  addition, management
tools used 1o enforce time  limits  on
coptracts  did not appear tc  be fully
effective.

eThe department is facing an era of declining

revenues. As a result, some previoushy
appropriate  policies  regarding  organization
angd staffing need 10 be reconsidered. For
example, a reorganization of the maintenance
program, focusing on  two  factors, could
result in a 13 percent increase in staff
productivity. These factors are a raduction in
field offices, which would free adminisirative
staff for other purposes, and an increased
usg of part-time emplovess 1o mest
peak-pericd workioads.

Clarification of legisiative intent regarding the
relationship of eallocations to  expenditures, ths
preparation of a complete status report on gl
active projects, and the preparation and annual
updating of a multi-year construction program
were recommended by the Commission o
strengthen construction planning and allocation.

Ta improve utilization of fleet equipment,
JLARC recommended systematic assessment of
use. In addition, the department was urged 1o
defer fleet equipment purchases until an improved
needs assessment process has been implementad.

The Commission also recommended evaluation
of alternatives for organizing and staffing highway
maintenance operations and measures 1o
strengthen contract administration. Measurss
included revision of the application form to require
that all officers and owners of prequalified firms
disciose interests in  other prequalified firms,
regular verification of a sampie of applications,
fuller use of performance reports, and revision of
the bid proposal to require contractors 1o State
the source of personnel and equipment to be
used on a project.

Organization and Administration of the

Department of Highways and Transporiation,
January 12, 1881 (85 pp.
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Rising construction and maintenance costs
have placed an increasing strain on Virginia's
ability to meet its highway needs. As part of #s
response 10 this problem, the (Gensral Assembly
passed Senate Jeint Resolution 50, which
directed JLARC 1o study the “fair apportionment
and allocation of the cost of bullding and
maintaining the roads and  bridges of the
Commonwealth between motor vehicles of various
sizes and weights.”

JLARC began this study by developing a cost
responsibility  methodolegy  to  analyze  the
relationship betwean highway revenuss contributed
by wvarious wehicle fypes and the costs of
providing roads and bridges suitable for their use.
The methodology was proposed by a planning
teamn headed by JLARC siaff and assisted by
personnel from the Department of Highways and
Transportation and the Virginia Highway and
Trangportation Research Council. The mesthodology
will be implemented by JLARC staff.

Three principles  guided development of the
cost responsibility methodology:

2Highway users should pay the cost of
constructing  and  mainiaining  the tate’s
highways.

®lncreasing vehicle size and weight increases
construction and maintenance c©osis  in
measurable increments.

#The proportion of revenues contributed by
sach wvehicle class should be equsl to the
proportion of construction and maintenance
costs which cary be assigned to that class.

The design of the cost responsibility study
was based on Virginta's actual highway
expenditures, revenus souwrces, and construction
and maintenance  standards. Much of the
methodology was keved 1o empirical analysis of
170 sample consiruction projecis completed in FY
189806, Grounding the methodology in this way
yields the most accisrate dats, and increases the
General Assembly’s ability to use the resuits.

The findings of the cost responsibility study
will be contained in a2 broader report on Virginia's
highway and transit financing structure to bs
presented to the 1982 General Assembly.

Methodology  for o  Vehicle Cost
Responsibility Study, January 12, 1981 (70 pp.}



Senate Joint Hesclution 133, enacted during
the 1979 Session, directed JLARC to evaluate
orograms  and  agencies in  the individual and
family services area. Beview efforts  were
coordinated with the Houss Committes on Healh,
Welfare and Institutions and the Senate
Committee on Social Services and Rehabilitation.

Social  services were selected for  in-depth
study because of the dramatic growth of welfare
programs  during the 1380s, as wsll as the
administrative complexity of the system. Nearly

50 twpes of financlal assistance programs and
social  services were provided in FY 1880 1o
473,000 people at & cost of $358.7 million. The
Sigte Department of Velifare develops program
policy, procedures, and administrative  support
systerns but most client contact is camried out by
casgworkers st 124 local welfare agenciss.

Studiss completed weere on homes for aduits,
the general relief program, Title XX, and the
organization and administration of the Department
of Welfare.

The fourth and final report in the socisl
service series  focused on  the adminisirative
efficiency and organizational effectivensss of the
State Department of Welfare. Virginia has 2
State-supervised, localy-administerad systemn, That
is, the Siate develops program policy, procedurss,
and adminisirative support systems, butr cliemt
contact is carried out by staff in the 124 local
welfare agencies. The Department of Welfare also
has responsibility for licensing adult and child cars
fgcifities, and  for  collecting child  support
paymsnis  from  parents  who  abandon  their
chitdran.

The report found that the Departmment of
Welfare had  dewsloped wuseful procedwes for
systern management. The depariment needsd 1o
build on this foundation to snhance the sysiem's
responsivenass 1o changing conditions and to
meet ingreasing needs for  programmatic and
administrative sccounisbility. Key findings in the
report inchuds:

#The effectiveness of several departmentsl
organizational  units  required improvement.
The resnonsiveness of regional staff to local
neads was hampered by unclear roles and
conflicting  directions  from  central  office
staff. In addition, the department had not
fully daveloped or used internal auditors and
research staff.

#SDWW's  support  and  owversight  of  locsl
program  delivery did not adeguately ensure

clear and timely policy direction, appropriats

staffing levels, or consistent fraud detection.

#The majority of licensed day carg facilities

for c¢hildren offered good care. Soms

faciities, however, operated with numesrous
viclations of health and safety standards.

#There was substantial potential o recover

monies owed to the State for child support

of Aid 1o Dependsnt Chidren familiss,

Frogress had bsen made in  ovsrcoming

administrative oroblems that had  impsaded

collections in the past, but staffing inequities
and accounting difficulties still existed.

The Commission mads saverat
recommaendations 1o improve the department's
ghiity 1o ensure  consistent  administration  of
programs across the Staie and o assess agency
performance.  Principal  recommendations  included
strengthening regional oOperations by oreating a
ceriral office position with sufficient authority o
resolve  organizational  problems;  comprehensive
reporting of internal audit findings directly to the
State Board of Welfare; and enforcing  staffing
standards in local agencies. QOverstaffing as  of
June 1980 iotaled 482 positions that cost from
$4.7 w0 $7.3 milion. Propsr adiustment of
understaffed positions would offset some of this
cost.

The Commission also addrassed means of
reducing  fraud  and  recouping  funds  through
increased support of local fraud detection efforts
and improvements in collection of child support
nayments.

1381 Update, Recovery of delinquent
support enforcement collections will be easier as
a result of legislation proposed by JLARC and
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enacied by the 1881 General Assembly, The
Setoff Debt Collection Act requires all State
agencies to identify delinquent bilis owed to the
State so the Department of Taxation can withhold
any tax refund owed the debtor. The legislation
should help recover $500,000 in is first vear of
operation and as ruch as $1-2 million each year
thereafter.

Consistent with recommendations regarding
the licensure of homes for adults, JLARC called
for  unannounced compliance inspections of
children’s day care facilities and 2 strengthened
enforcement process, In response, the Department
of \Velfare proposed and the 1881 General
Assembly approved legislation providing that a
provisional license may only be used for a
six-month, non-renewable pericd. A conditional
ficense may be granted for new facilities not
previcusly licensad.

Several other actions have been reported by
the department. First, an additional fraud training
position  has been created to provide more
support 1o local fraud workers, Second, the
department has developed measures to increase
the effective utilization of support enforcement
staff. Third, the department is establishing =&
central monitering and  evaluation unit.  Fourth,
sieps are being taken 1o update, wvalidate, and
fully implement <caseioad standards, the
mechanism used to control local staffing levels.
Both under- and overstaffing will be corrected to
bring agencies into compliance with standards.

Organization and Adminisiration of Social
Services in Virginia, April 13, 1581 {136 pp.)

Title XX

Title XX of the Social Security Act of 1974
is the principal funding source for social services
in Virginia. In FY 1980, State expenditures under
Title XX totaled more than $94.4 miilion.
JLARC's study of Title XX focused on the State
Department of Welfare's use and administration of
these funds, and included a special analysis of
the characteristics of clients served and services
received.

In  keeping with legislative intent, the
Department of Welfare successfully expanded
service programs and increased the number of
recipients in order to use all available federal
funds. In a typical month, 172,000 peopie wers
included on service rolls.
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JLARC  found, however, that the State
overexpended its allotment of federal Title KX
funds for two of three federal fiscal vears
covering 1978-1980. Conditions which led to this
continued overexpenditure and a growing Title XX
program deficit included overailocation of available
funds, late biling by some agencies, inadequate
monitoring of fund balances, and unaniicipated
faderal actions.

Key findings of the report included the
following:
eThe formula used by the Siate Department
of ‘Weifare to allocate funds to  local
agencies did not fully measure Jocal need. A
major component of the formula—caseload
figures reported by local agencies—was found
to be inflated by 20 percent, further
distorting the calculation of iocal needs.
eThe federal cap on Title XX f{funds had
limited the growth of social services in
Virginia. Attention needed to be focused on
increased efficiency in service delivery and
setting priorities among services.
¢The process for establishing rates for
purchased services was, in most  cases,
based on undocumented costs without
systematic guidance or oversight from the
department's central office. As a result,
rates may not have reflected the actual cost
of providing services.

JLARC's special analysis found that many
social service clients are either children or elderly
and unable to care for themselves. About 40
percent of the cases included someone who was
handicapped or ill. Most adult clients had little
schooling.

JLARC recommended that the Department of
Welfare develop a plan for amortizing ths
overaxpenditure of federal Title XX funds and
concentrate its efforts on  monitoring  and
controlling expenditures in a period of tightened
resources. The Commission also recommended
discontinuing the allocation of more Title XX
funds than are projected to be available,
developing an allocation formula which better
reflects local effort and service needs, refining the
caselvad reporting systemn, and systematizing
rate-setting activities to ensure consistent
procedures and accurate rates.

1981 Update. The Department of Welfare
has taken significant steps to amortize the Title



XX ovsrexpenditure and projects that federal
funds will be in balance by September 30, 1981
fthe end of the federal fiscal vear). The
department is enforcing a 90-day limit on
paymeant of invoices, and has restricted the
reaflocation of Title XX funds among localities and
Siate contracting agencies. The department has
alsc discontinued the practice of overallocating
projected federal funds during FY 1981-82.

The department has reported that i is in the
process of revising the Title XX allocation
formula. Alternative formulas are being explored
and updated census data will be incorporated for
1881-82 allocations. In addition, a negotiator's
manual is being developed for purchase of service
staff to provide guidance and enhance consistency
in rate-setting and vendor monitoring.

Title XX in Virginig, Jonuery 12, 1981 (104
PP

General Relief

The general relief program provides cash
payments and emergency assistance to needy
people who are not eligible for federal income
maintenance programs. Each locality determines
the scope of local assistance in conformance with
standards developed by the State Department of
Welfare, The program is entirely funded by the
Commonweslth and its localities. Approximately
$10.2 million was spent during FY 1879 to aid
about 86,500 clients each month.

The svaluation focused on the administration
of general relief at the State and local lewvels. A
major finding was that local eligibility workers
made judgmental or procedural errors in many
general relief cases. in approximately 24 percent
of general relief cases, JLARC found that local
workers made errors which resulted in incorract
payments of payments to ineligible persons. The
cost of these errors was estimated to be at least
$1.3 million and possibly as high as $2.2 million
during FY 1980. Siate and local scrutiny of the
program has been minimal. Other findings
included:

¢The types of assistance offered wvaried

substantially among localities. Local option
allowed localities 10 use gensral relief in
accordance with their own needs, funding
capabilities, and attitudes.

spdrministrative  wealcnesses in  the program
werg indicated by inacocurate methods of
estimating expenditures, the absence of
useful management informaticn, and
inappropriately reimbsursed expenditures.
eNeeds of clients and the adequacy of general
relief assistance were difficult to assess due
to inadeguate planning data, fragmented
record-keeping, amd  inconsistent referral
patterns.

The Commission made 12 recommendations
1o strengthen the admainistration of the general
relief program. One recosnmendation was that the
Department of Welfare develop casework
monitoring  mechanisrres  fo assess  worker
compliance with program reguirements. In
addition, the department was urged to mprove
the general relief policy smanual, develop guidslines
for local workers on vergfying client eligibility, and
develop appropriate trairzing programs for general
reiief workers.

Further recommendiations were that the
Department of Welfare devote greater attention to
hudgeting and allotmesnt procedures, increase
scrutiny of local rembursement reguests, and
provide greater contro?  and consistency over
disability determinations For general relief.

1981 Update. The Department of Woelfere
is developing a statewide financial services
monitoring system that  will include the general
relief program. The department reports that the
menitoring  systern will  Tidentify problem  areas,
and corrective action initiated by state and local
staff should reduce erroers in the General Relief
program.’” The system wwill also evaluate whether
local agencies are in  compliance with their
approved general relief plans.

The department iss plannming 1o include
guidelines for verifying eligibility in the general
refief manual. Untll this is accomplished, local
workers have been advised toc apply verification
procedures  used for  other financial  services
programs.

in the area of diszsbility determination, ths
department is in the process of revising the
medical evaluation form.

The General Relief Program in Virginig,
September 8, 198G {72 pra.)
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omes for A

Homes for adults provide domiciliary care
{room, board, and discernible supervision) to the
aged, infirm, and disabled. As of July 1879,
approximately 8,800 people lived in 314 licensed
homes for adults throughout the Commonwesith.
The Siate Department of Welfare is responsible
for protecting the health, safety, and welfare of
persons residing in these homes.

The primary focus of the JLARC evsluation
was on the department’'s administration of the
adult home licensing function and of the auxiliary
grant program. At the time of the study, auxiliary
grants were paying for the care received by
approximately 2,800 residents of licensed homes
for adults.

Demand for domiciliary care in adult homes
has grown substantially in recent years. Much of
this growth can be attributed to the ssarch for
lower cost alternatives to nursing homes and the
increasing need for community residences for
deinstitutionalized people.

At the time of the study, most adult homes
in the Commonwealth appearsed 1o provide a
basic level of care. Many homes housing auxiliary
grant and deinstitutionalized residents, however,
were found to be out of compliance with
minimum  licensing  siandards.  Unsatisfactory
conditions observed in some homes resulted from
failure of operators to comply with health, safely,
and nutrition standards and from wesknesses in
the department’'s licensure and enforcement
processes. In addition, rates peld for the care of
auwliary grant recipients In adult homes ware not
based on reliable or audited cost data. Key
recommendations of the Commission included:

simprove the inspsclion process and  the

quality of nutrition and sanitation in adult
homes. “Ways recommended to accomplish
this  were {1} conducting compliznce
inspections without prior nolice to Operators,

{2} strengthening the sanctioning effect of

the provisional license, and {3) offering

training v nulrition  and  sanilation  to
icensing specialists and lcensaes.

eStrengthen the awxiliary gant program by
reguiring  audited cost  data  for  sach
separataly licensed home, redesigning the
cost reporting form o facilitate accurate
reporting, and basing rates on actual cost
data. In addition, the depariment was urged

is

10 monitor  auxiliary grant paymenis 10

detect fraud and sbuse.

sDevelop requirements and simple forms 1o

avoid possible misuse or abuse of

medications n adiult homaes.

eProvide the State fire marshal with authority

to inspect all  Siate-licensed homes for

adults.

1981 Update. In response to the JLARC
findings, the department conducted unannounced
inspections of 144 figensed homes, and took
corrective action sgainst 14 homes with serious
deficiencies. Overall, the department reports that
“positive results are already in evidence'” because
of increased attention ¢ aduit homes.

Revised licensing standards were implemented
in 1380, and nutrition training has been offered
to lcensing staff as well as operators of adult
homes. Operators have also been offered waining
in sanitation and drug management.

Legislation proposed by the departrnent and
enacied during the 1580 General Assembly gave
the GState fire marshal authority 1o inspect all
ficensed homes for aduits.

To strengthen the licensure process, legisiation
was passed i 1881 limiting provisional licenses
to one shemonth, non-renewable pericd. A
conditional license may now be granied for new
adult homes not previously licensed. In addition,
although the department has not yet adopted
unannounced comphance visits, the notification
period has been reduced to 48 hours and results

" of unsnnounced supervisory visits are considered

i licensurs decisions.

in response to JLARC recommendations, the
HMouse Appropriations subcommittee on  human
relations asked the Department of Welfare to
generats cost data on which 1o base suxiliary
grant  payments. JLARC staff assisted ths
department in dewveloping an  appropriaie
methodology. The methodology implemented by
the department involved an unbiagsed sample of
homes for which fiscal audits were conducted by
department staff.  Significant  expenses for  all
homas were then projected from the sample.

Based on the department’'s findings, the
1981 General Assembly increased the maxamum
rate for auxiiary grants from $402 1o $450. This
was the first time the subcommittee had actusl
cost data on which to base the maximum rate
for guxiliary grants.

Homes for Adults in Virginia, December 10,
1979 {80 pp.)



Medical care for the poor is the third largest
and fastest growing area of expenditure in the
biennial budget. Because of this growth, JLARC
undertook & series of comprehensive studies on
rmedical  assistance programs  in Virginia.
Subsequently, these studiss were incorporated
under the pilot review provisions of the Evaluation
Act. Study activities were coordinated with ths
Health Pilot Subcommitiee.

JLARC focused on three types of health care
and issued separate reports on  sach: (1)
outpatient care—medical freatment given principally

by local health departments to people who do
not require hospitalization; (2] inpatient care—
medical veatment givery to people required to
stay overnight in a hospital: and (3} long-term
care—extended treatment in nursing homes and
certain mental heaith institutions for patients who
need daily assistance in routing activities such as
eating and dressing.

Two other reporis wwere made in the seriss.
The first presented an overview of existing health
care programs for the poor. The second evaluated
the State’'s certificate-of-mesd program.

‘ertificate-of-Nee

The certificate-of-need law is a regulatory
mechanism for controlling development of medical
facilivies and  services. In 1877, the Genergl
Assembly directed JLARC to examine whether the
isw served the public interest.

The study highlighied the law's importance in
implemanting health care plans and in coniaining
health care costs. Without a ceriificate-of-nesd
faw, the State could have lost 835 million in
feders! assistance sach yesr.

Despite  the key regulatory function the
certificate-of-nesd law plaved, it had not Deen
completely  sffective  in fulfiling s intended
purpose. Although the gowth of new hospital
hads had been cubed and shorfages of nursing
home beds sliminated, existing beds continued to
he epproved for renovation, replacement, and
conversion, ewven in  overbedded areas of the
Siate. The program nesded:

eGraater administrative consisisncy.

eh, more stable health planning process for
determining facility and service needs.

efigtier defined authority to deal with existing
beds.

a8 strengthened monitoring system {0 provide
reliable information on the existing supply of
heds and to discourage unapproved changes
in beds and services.

eEnhanced coordination with other health care
requiatory functions.

Because there were federal requirements for sz
certificate-of-need law, and in view of the
functioning of the health care market, ths
Commission recommended that the State kesp
and improve the certificate-of-need program. An
action agenda containing 11 recommendations
and six additional consiclerations was sdoptad by
the Commission and referred 1o the health
committees of the House and Senats.

1881 Update. At the 1981 Session of the
General Assembly, a provision was added to the
Approprigtions Act directing the commissionar of
health fo impose 2 one-yesr moratorium on the
issuance of certificates for pursing home beds,
This requirament was one of several issused o
help contain the long-term growth of medical
assistance costs.

The Department of Health has made several
administrative changes in response to  JLARC
findings and recommendations, Steps have bsan
takan to improve haalth planning by revising the
RMedical Facilities Plan  format to more  closely
coincide with the format of the State Health Plan,
The department reports it has  improved
maonitoring of health care consiruction projests by
revising regulations and coordinating  licensure
rasponsibilities with the Department of Mental
Health and Menial Retardation. In addition, the
commissionar is now documenting
certificate-of-nead  decisions  when they ars
contyary to  recommendations of other review
agencias,

Certificote-of-Need in Virginia, Augusi 13,
1979 {149 pp.}
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Ouipatient Care

ln  Qutpatient Care in \Virginia, JLARC
reviewed the extent to which local health
departments provided medical care to indigents,
the effectiveness of State oversight of local health
department management, and the potental for
duplication in public outpatient services. Principal
findings included:

#Better cooperation bebhween local health
departments and teaching hospitals was
needed to ensure that continued expansion
of outpatient care did not lead to duplication
of services in areas served by both types of
facilities.

&l ocal health departments varied considerably
in the outpatient care which they offered to
poor people. Some urban health departments
offered an extensive range of services while
others offered only limited medical care.
Local health despartment expenditures for
each indigent person ranged from $11 to
over $171.

#The formula which determined State and
focal funding shares was outdated. The
formula did not take into account revenue
such as sales or utility taxes, and did not
include measures of local need or ability to
fund programs.

shfaintenance of patient accounts and
coltaction of fees at local heaith departments
were hindered by a lack of uniform records
management. A review of patient accounts
for one vear suggested that betwesn §2
and $7.5 milion in fees was not collectsd.

@The bslance in the local heslth department
revenue account was unnecessarily  high.
This resulted from underestimation of
revenues by the Department of Heaith and
the practice of collecting and retaining
revenue for an entire fiscal year before using
it

JLARC recommended that excess cash held in

the health revenue account be put 1o more timely
use. In response, the Department of Health used
the excess cash balance to offset part of its
appropriation for the 1978-8C biennium. This
resudted in an immediate, one-time savings itc the
general fund of $4.1 million.

Other recommendations called for a revised

method of determining State support for locsl
health departments: a uniform, reliable records

i8

management procedure; and a uniform  definition
of indigence.

1881 Update. Several foliow-up actions
have been reported by the Department of Health.
Eirst, a committee was appointed to study the
options for changing the formula for determining
State and local shares of costs of local health
departments. A new formula is targeted for
implementation in the 1984-86 biennium. Second,
a uniform system of records management and a
standard listing of patient fees have been
established, Third, 2 new definition of indigency
and a uniform method for determining efigibility to
receive outpatient services were implemented on
January 1, 1881.

Qutpatient Care in Virginia, March 13, 1979
(80 pp.)

Inpatient Care

Inpatient Care in  Virginia was primarily
concerned with the programs and services
available to the poor in Virginia hospitals. The
study focused on the availability and
accountability of public funds spent in this health
care area. Important study findings included:

eThe State had spent substantial sums for

indigent hospital care, but had lttle control

over hospital rates or heslth care costs. In
FY 1876, federal and State payments for
indigent hospital care {excluding teaching
hospitals} totaled $64.9 million. This
amounted to about eight percent of total
hospital revenues of $783.4 million.
sResponsibility for delivery of indigent hospital
care was fragmented among at least nine
programs, the State teaching hospitals, and
private hospitals.

85tate teaching  hospital  expenditures  for

indigent care, approximately $23 million in
general fund expenditures annually, were
almost equal to the State share of Medicaid
expenditures  for inpatient care. However,
oversight of teaching hospitals was limited,
and each hospital employed different and
unevent procedures for processing patient
accounts.

ehccess to  the State-Local Hospitalization

program was not provided svenly throughout

the State. Eligibility standards varied and an
increasing number of localities had opted out
of the program



eSurplus beds, which existed in each health

service arsa, contributed to low occupancy
ratas and higher costs for all payors. By
1983, the cost of maintaining the projected
2,100 surpius beds could be as high as
$50 million.

Recommendations focused on the key issue of
cost  containment. A primary  concern was
reduction of swpius  beds statewide. The
Department of Health was requested to evaluate
methods  for reducing the number of beds
icensed, decertifying existing beds and services,
snd converting beds 1o other uses. It was
recommaendsd that Medicaid reimbursement be
determined prospectively and be based on an
acceptable occupancy rate of 80 to 85 percent
when actual occupancy was below that level.

Other  administrative  problems  were  aiso
discussed. For sxample, it was recommeanded that
State teaching hospitals be requested to deveiop
and implement procedures for determining patient

gligibility for State-subsidized indigent care.
Recommendations were made to improve hospital
care reporting for Medicaid puposes ang (o
better define the purpose of the State-local
Hospitalization program.

1881 Update. As a resuit of the JLARC
study and continued concern over spiraling
Medicaid costs for scute and long-term care,
language was added to the 1981 Approprigtions
Act directing the commissionsr of the Department
of Health ¢ develop a plan for reducing excess
hospital beds in the Commonweslth. In response,
the department plans 1o identify beds
inappropriately classified for licensure purposes or
bed space permanently converted to  other
hospital  uses. Data  reported by individual
hospitals over the last five vyears, as well as
or-site evaluations, will provide the commissioner
with sufficient documentation for making decisions
on reclassification or reduction. The plan wili be
submitted to the 1982 General Assembly.

The Appropriations  Act  also  directs  the
commissioner 1o calculate nursing home raies at
a minimum occupancy level of 95 percent, excep?
for homes with a iicensed capacity of 30 or
fawer beds which may be reimbursed at =
minimum occupancy level of 85 percent.

The department and the Statewide Health
Coordinating Council are continuing to pursue the
concept of regionalization of services through
planning efforts. Regionalization would discourage

the proliferation of small hospitsls offering limited
services and encourge the regional use of large
multi-service hospitals, resulting in  better
utilization of all facilities.

In addition, a pian was developed in 1578 1o
monitor Professional Standard Heview
Organizations which make reviews to ensure that
Medicaid payments are issued only for
medically-necessary services. Initial implementation
of the monitoring plan is under way.

The University of Virginia hospital has
reporied that steps have been tsken 1o identify
the costs of free care and patient eligbility. A
manual biling systemy for &l ouipatient client
services is in place and an automated system is
being developed. A standard charge structure for
the outpatient clinic has been established 1o aid
in Medicaid reimbursernent. Eligibility for hospital
service is now determined by a uniform screening
process and fees are assessed when appropriate
based on a written sliding scale.

The Medical College of Virginia has adopted
criteria and guidelines for the determination of
indigency, and has implemented an improved
Hospital information  System  which  identifies
charges for indigent care. The hospital reports
that improved accounting and coliection
procedures have resulted in improved collection of
accounts receivable.

Inpatient Care in Virginia, Jenuary 2, 1578
(124 pp)

ealth Care QOvervie

Medical Assistance Programs in Virginia: An
Cverview was a upiguse JLARC report in that &t
was almost totally descriptive. 11 was designed 1o
serve as 2 legislative reference 1tool and 1o
nrovide 2 base of imformation on which other
health care reports could build. it included an
inventory of 19 public pregrams providing health
cafe to the poor at @ cost of morg than $700
million during the 12878-78 biennium, Individual
summaries highlighted program  expenditurss,
source of funds, services provided, and eligibility
requirements. The iegislative basizs for  each
program was also described.

Medical Assistance Programis in Virginia: An
Overview, June 13, 1878 (106 pp.)
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The study on long-term care had two
principal objectives: fo swvaluate the effectiveness
of State oversight of nursing homes in terms of
cost and quality of care, and to review Medicaid
reimbursemeant processes. Important study findings
ncluded:

sThe licensing standards and inspection
process used in nursing  homes were
generally adequate. However, enforcermnaent of
complance with standards was hampered by
a lack of effective sanctipns. Some
gtandards needed to be strengthened.

shfany Medicaid cost controls  were  not

enforced, Property-related expenses wers
areas of potential abuse.

eThe payment system used for Medicaid
sncouwraged private investment but did litde
to  control  cost  increases of  promoie
efficiency. The Houss Appropriations
Committee had determined that a
prospective  system, where rates are
determinaed  in  advance, would provide
incentives  for  efficiency and  help  control
costs on & long-term Dasis.

eMursing mides, who provided aporoximately

75 oercent of the cars In nursing homes,
ware not adequately trained.

«Complaints of nursing home patienis  wers

not heing channeled 1w the appropriagte
authorities,

JARC made 3 number of recommendsations
relating to report findings. A joint hearing on the
report  and s recommendations was  held in
December 1878 by the House Comgnittes on
Haalth, Wellare and Institutions and the Senats
Committee on Education and Health, Since that
time, action has bsen taken on many of the
recommendations.

1881 Update. Duing the 1881 General
Assembly, language was added to the
Appropriations Act directing the Commissioner of
Health to {1) adept financing and construction
cost lmits for nursing homes, and (2} develop
plans addressing needs projection, nursing home
reimbursement  procedures,  and  reduction  of
surplus hospital beds. These actions are expected
tc haip control costs in  the pursing home
industry, which is still the fastest growing
component of the Madicaid budget. Gther
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significant actions include the following:
eFinancial penaities are now levied by the
Department of Health when cost reports are

submitted late. Analysis of transactions
between relsted parties has besn improved,

and the Medicaid program audit staff have
disaliowed $2.1 million in builders’ profits
that were inapproprigtaly claimed. The audit
staff have also improved thelr analysis of
interest expense. The department reporis
that in excess of 3800000 was disaliowsd
over FY 1879 and FY 1880 as being
urwelated to patient care or unreasonable.
#The “'Nursing Home Payment System,’'
adopted in 1878 and revised in 1979, links
sfficiency incentive paymenis and rsturn on
squity capital 1o nonwaivable guality of cars
standards. The Department of Hsalth has
indicated that the new prospective payment
systern has helped contrel nursing home
COSis.

el egisiation has been passed giving the
Department of Health lead responsibility for
resolving complainis and 2 tslephone hotline
has been established in the Office on Aging
10 receive complaints,

el egislation  has  been passed giving the
Dapartment of Heaalth intermediate sanctions
1o epforce  lcensure  sitandards.,  The
Commissionar of Health now has authority
to restrict or prohibit new  admissions 1o
nursing homas  which  violate  licensure
regulations.  This  authority  has Deen
exercised six times, and in sach instance
the homes weve brought o complance.
This provision enables the department to
snforce  guality  control siandards  with
realistic sanctions short of closure—a siep
never before taken by ths department
bacause of the potential displacement of
patients.

e0rientation and ongoing in-service iraining are
now required for 2l nursing  home
employess, including aides and orderlies.
Regulations reguire that after July 1, 1382,
nursing homes may employ only aides and
orderics who have complsted State-approved
training. In addition, & special 1ask force has
recommended a curriculum for geriatric aide
fraining, and an implementation plan s
scheduled for completion by the fall of

1981,
Long Term Cure in Virginia, March 28, 1378

(120 pp)



ederal Funds

Federal funds make up approximately 25
percent of all State revenues. During FY 1878,
over 300 federal programs provided $1.7 billion
o the State and its localities—a 300 percent
ump over the past ten wvears. Concern over
growing federal influence on State programs
prompted the General Assembly to pass House
Joint Resolution 237 in 1978, The resolution
directed JLARC to study the impact and influsnce
of federal funds on Siate agencies and local
govermmeants.,

An interim  report was issued in December
1879 and published as House Document 16. The
report  detgiled the extent 1t which the
Commonwasaaith depended on federal funds and
focused attention on weaknesses in legisiative and
executive oversight measures. A second report,
released in October 1980, suggestied further
measures for strengthening the Siate’s control
over federal funds. Key findings, conclusions, and
recommendations from  both reports, and the
status of implementation measures, wers
presented in & summary report  published  in
January 1981, Principal findings included  the
following:

a0ne hundred and twenty-five State agencies

spent $1.2 billion in federsl funds in EY

1879, Of the 125 Stete agsncies that

reported spending federal funds, 101 were

required to provide matching funds. At least
$382.4 million, or seven percent of the

State's FY 1979 expenditures, was spent {0

match faderal funds.

#Substantial federsl  influence was  exercised
through  the wuse of 58  cross-cuiting
requirements. These federal reguirements are
powsrful  levers of influsnce intended to
promote social, economic, and administrative
goals  which are  broader then those of
individual programs or grants.

#5tate  agenciss  consistently  underestimated

anticipated  federal fund  ravenues,

Consaguantly, major portions  of  Siais

expenditures were not appropriated by the

Legisiature. In FY 1979, %247 milion in

federal funds wvas authorized for expenditure
without going through the legislative
appropriation process. Duwring the 1878-80
bienntum, one-half billion dollars in federal
funds was authorized for expenditure withouwt
lagisiative participation.

eSome agencies used inefficiant procedures for

receiving and spending federal funds., JLARC
identified $288,000 in potential investmant
gains that could be achieved annusily by
improving agency cash flow management.

To promote beiter management and control of
federal funds in Virginiz, the Commission made
six interim and 24 final recommendations. The
recommendations focused on  improving  agency
budgetary estimates, beiter management of
receipt mechanisms, and strengthensed information
on the impact and influence of federal funds.

1981 Update. Substantial implementation
of these recommendations has taken place.
Several corrective measures in budgeting federal
funds were adopted in 1980, Significantly, the
Legislature resmphasized its long-standing policy
that agencies include in  their budgets all
reasonable  estimates  of nongeneral  revenuss,
Legislative intent was also clarifisd by amending
the Appropriations Act io require the axecutive to
furnish a written reconciliation between agency
estimates and actual receipts of nongensral fund
revenue,

In response io legislative interest in accurats
federal fund sstimates, $29 million was added o
the 1980 budgst bill 33 2 result of last-minute,
agency-initiated amendments. These appropriations
clearly reflected legisiative insistence on  fuller
iwentification of anticipated federal funding.

Adrministration and  Finance Directive  1-80,
which took effect on July 1, 1380, contained
comprehensive new procedures for conirolling the
budgeting ard management of federal funds.
Under the new procedures, revenuss in excess of
110 percent of the agency’'s appropriation must
be approved by the Governor. This limitation was
intended 1o give agencies an  incentive 1o
scourately  estimate  anticipeted federal revenues
during the appropriation  process,  The 1881
Appropriations  AcCt was  revised 1o include
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language giving statutory  authority to the 110
percent limit.

Improved cash flow procedures were also
mandated by A&F Diective 1-80. Provisions
require agencies to use letters of credit and cash
advances wherever feasible. Full implementation of
this policy will free substantial funds, thereby
increasing the cash on hand in the State Treasury
and generating additional revenue through the
State's investment program. In  addition, the
directive addressed staffing limits, assumption of
cost, and reporting reguirements.

To anticipate federal impacts better, the
Department of Planning and Budget set ép an
interagency federal budget impact teamn. Reporis
are periodically prepared on the effect that federal
actions may have on funds earmarked for Virginia.
The most recent report concerned the PReagan
administration’'s FY 1981 budgst proposals.

Numerous State agencies, including JLARC,
have assisted the U.S. Office of Management and
Budget in developing the Federai Awards
Assistance Data System, a new system gesred to
improving State information on federal assistance
flowing to the State. In addition, JLABC received
a $5.000 grant from the National Conference of
State Legislatures to develop one series of reports
on federal fund expenditures within  State
agencies. These reports, along with other
information, shouid give the Siate better
information on and control over the substantisl
federal funding i receives.

Special Study: Federal Funds, December 14,
197G (96 pp.)

Federal Funds in Virginia, October 13, 1580
(136 pp,

Federal Funds: A BSummary, January 1981
{20 pp.)

Use of Consultants

In FY 1873, State agencies used consulianis
for 1,338 projects. These consultant projects
were valued at $47.5 million, and included =
wide range of services.

JLARC found that sgencies emplovyed
consultants for justifiable purposes in most cases.
However, thers were weaknesses in procedures
used for seleciing and managing consultants, and
in agency and central information systems
regarding consultant services. These wesknesses
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imited agency accouniability and raised questions
zbout the adequacy of conirols,

Specifically, it was found that three-quarters
of the 1,338 consultant projecis examined had
not been competitively bid, including 51 percent
of the projects involving commercial firms.
Agencies lacked documentation as to why &
consuitant was needad in 101 of the 180 largest
projecis. Documentation is especially needed on
large projects to ensure full consideration was
given to the decision to usz 2 consuitant. There
was almost no  documentation for  smaller
projects. In  addition, one-quarter of the 1,338
projects conducted during FY 1879 did not have
a written contract.

Agency monitoring of projects conducted by
consultants was found to be an area of concern.
Agency monitoring  procedures, necessary  to
ensure  satisfactory projects, varied  widely.
One-half of the large projecis with & wvalue over
$5,000 did not have a single progress report on
file.

To address these problems, JLARC
recommended that the State improve iis
managemeant processes by:

eMore thoroughly assessing the need for

consultants.

siandating a preference for  competitive

bidding.

eRequiring writiten contracis.

#Specifying contract form and content.

eMonitoring projects more systematically.

eimproving central accounting records.
simproving documentation of project files.

1881 Update. These recommendations have
been implemented through Administration and
Finance Directives 2-80 and 4-80. Promulgated in
May 1980, A&F Directive 2-80 provides
definitions of consulting services and establishes
policies on how to obtsin such services. |t
encourages State agencies to make the maximum
use of OState service agencies such as the
Department of Management Analysis and Systems
Development, the Department of Personnel and
Training, and the Department of Accounts.

Detalled guidelines for implementing A&F
Directive 2-80 were contained in MASD's June
1980 publication “Guidelines for the Use of
Consulting, Professional, and Individual Services.”
The guidelines provide information on determining
the need for services, selecting a consultant,
preparing & contract, and measuring project



results. The guidelines are detailed and
comprehensive.

ARF Directive 4-80 was promulgated in July
1980. This directive reguires that written
contracts be executed on all consultant projects.
it further requires that each agency maintain a

central file of 2ll consultant contacts.

Management and Use of Consulionts by
State Agencies, May 12, 1380 (80 pp.)

einstitutionalization

JLARC's review of the Commonwealth's
deinstitutionalization policy was made in
conjunction with the Legislative Commission on
Mental Healith and Mental Retardation. The report
focused on the process for transfer of mentally ill
and mentally retarded clients from  State
institutions  to  community  settings, and  finking
them with continved freatment and  support
services.

The Department of Mental Health and Mental
Retardation adopted the policy of
deinstitutionalization in 1972. Since then,
popuiations of mental health hospitais and mental
retardation training centers have been reduced by
approximately 44 and 28 percent, respeciively.

Policies and procedures to meet the needs of
discharged clients, howsever, had not been
adeguately developed to enswe that community
services were available or  delivered on 2
statewide hasis. Most problems were in the
finkages between the institutional and community
networks and in availability of services. Important
findings included the following:

eThe transfer of discharged clients to

appropriate community services was inhibited
by inadeguate and inconsistently
administered discharge procedures at State
institutions.  Prompt notification  of  local
service agencies about released clients was
ofters hampered by the failure of institutions
to obtain timely approval for the release of
confidential case information. Hospitals had
no formal discharge plans for clients, and
notes relevant to post-discharge needs were
scattered throughout client records.

eThe needs of discharged clients were not

being adequately met due 1o gaps in
community services and to  the Imited
capacity of existing services. For example,
for over B0 percent of all aftercare patients,

the only community service provided was

meadication monitoring. A basic core of

community  services for deinstitutionalized
clients had not been sstablished statewide.
ef  coordinated system of care for the
mentally i and mentally retarded had not
been developed in  the Commonweslth,
Responsibility for  service delivery  was
fragmented among numerous State and local
agencies, without central direction.

To ensure continuity of care, JLARC
recommended that  the department  establish
procedures to obtain early consent from clients so
that case information could be released 1o
community service agencies on a timely basis.
State institutions were urged to use a single,
standardized format for preparing client discharge
pians, and to involwe community agencies in
discharge planning.

The Commission recommended that the
department and the General Assembly consider
mandating a basic core of services for discharged
clients. JLARC alsc recommended clarification of
the department's leadership role, greater
monitoring of community  service  boards,
development of a statewide information svystem,
and enhancaed interagency coordination for
deinstitutionalization.

1981 Update., legislation was enacted
diwing the 1980 Session which directed the
Department of Mental Health and Mental
Hetardation 1o establish core services 10 be
provided by community Service boards by July 1,
1882. Comprehensive discharge plans were aiso
mandated, and the department is developing a
standardized plan forrmat and discharge planning
guidelines. The guidelines will include community
agencies in discharge planning.

An administrative policy and standards
statement for community service boards has been
drafted and presentad to the GState Board of
Mental Health and Mental BRetardation in  July
18981. The department has also drafted case
management guidelines to be used by community
service boards, and is in the process of approving
case management pilot projects in community
agencies.

A statewide information system is  being
developed by the department. Computer hardware
has been installed at several sites around the
State and staff are receiving training on oOperation
of the systern.

Deinstitutionalization and Community
Services, September 1878 (88 p)
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tensio

visio:

The Extension Division of Virginia Polytechnic
Institute  and Siate Uriversity represents the
Commonwealth's largest investment in continuing
gducation. in  FY 1879, the division was
appropriated  $25.3  millien.  JLARC’'s program
raview of the division focused on the role and
mizsion of the cooperative extension program.
Principal  findings of the study included the
following:

shithough the scops of cooperative sxtension

was within its broad legisiative mandate,
program priorities  were not clearly  defined.
Lack of a specific and generally accepted
mission statement hindsred budget review
and led to disagresment within the division
shout the proper role of the extension
orogram.  The statement had not  been
reviewed by the General Assembly since
18886,

sfxtension programs were found fo overlap
many programs of community oolleges  and
iocal  government  agenciss.,  Although
sxtension programs  were  not  duplicating
programs of Siate agencies, program growth
had placed sxtension on 2 potential collision
course with the mandsies and programs of
at least 23 cother Stats agencies.

#The Exiension Division was generally
well-managed. JLARC found, howsver, that
the responsibilities of two levels of the
organizational  structure  reaquired  clarification
and strengthening. There appeared to be an
sxcessive number of supsrvisory personnsl in
a third lsvel, and up to 23 of these
positions could be reailocated or abolished.

sSeveral administrative aress required greater

attention, including controls on staff travel,
monitoring conflict  of  interest, and
management and funding of the Continuing
Education Center.

The Commission made 27 recommendations,
incluting:

sHeview the statutory mission of  the

caoperative exiension program.
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eincrease cooperation and sliminate potental

duplication by  joining existing local
coordinating <committeas, developing
interagency coordinating  committess, and
developing memorandums of understanding
with appropriste Siate agencies.

eStrangthen  two  supervisory  levels,  and
reduce staffing for a third level

#inatitute  better administrative policies on
travel  billing, use of the Continuing
tducation Center, conflict of interest, and
field office supervision,

1881 Update. The Extension Division has
taken action on each of JLARC s
rseommendations. Substantial effort was given to
developing & revisad  mission  siatement  and
associsted program  documents. The statement,
approved by the 1881 General Assembly, will
enhance budgeting and programming functions.

To  avolid  duplication, the division has
developed memorandurns  of understanding  with
30 State agenciss defining scope of aciivities o
be carried out by sach agency. The division has
strengthened relationships with local coordingting
groups, taken the lead in establishing coordinating
groups wheare they appesr io be necessary, and
developed 2 stetement of gpolicy  regarding
avoidance of duplicated affort,

The Extension Division's new organization and
staffing plan has remligred staff responsibilities
consistent with JLARC recommendations.  After
one vear of operation under the new plan, the
division reported:  “'The [evaluastion] resulis
indigated more clesrly  defined supervisory
relstionships end greater dsisgation of authority 1o
the aporopriats level. 1t appears that the new
organization and siaffing plan has inoreased both
the efficiency and effectiveness of the Division
through improved  cornmunication  and  increased
acoountability.”

Since July 1, 1880, the Continuing Education
Centar has Deen operating on 3 sslf-supporting
basis, As recommended by BARC, the cost of
administrative overhead is being charged to sach

Tevenue-genserating  activity, This  represents a

doflar savings of at least $233.000 to the
general fund each fiscal vear,

Virginia Polviechnic Instilute and Staie
University Exiension Division, September 10,
1979 ¢118 pp}
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‘ehicles

During FY 1878, Sizte employees used
passenger cars 1o fravel almost 898 million miles-
greater than the distance from the ezrth to the
sun—at a cost of $13.4 million. Half of this
rravel occurved in employee-owned wvehicles and
was reimbursed by the State. The remaining
mileage  was  accumulated by 2,800  general
pUrpoSe passenger cars owned by the State.

The JLARC review of Siate-owned coars
examined the economy and affectiveness of
vehicle management. Frincipal findings  included
the following:

ellany Siate cars were underutilized. As many

as 327 cars assigned to agencies and

individuais were found 1o be uneconomical
and not justified on the basis of opsrator
duties.

eThe minimum  annual milsage coriterion  for

permanent assignment of a central garags

vehicle was 18,000 miles. This criterion
was unrealistically high based on economic
use and was not enforced.

sizreater control of employee commuting in

State-owned cars WES nesded.

Approximately 8580 employees regularly used

assigned cars to commuie between home

and office, accouniing for approximately 2.5

million miles of travel in FY 1878, Although

all agencies were authorized 1o charge
employees  for  commuting, only  two
emplovess were actually being charged.

eFinancial management of the central garags
motor pool needed 1o be strengthened. The
motor pool had not used  all  available
sources of revenues to  finance pool
onerations, and had accumulated a cash
balance in excess of $1.5 million in =2
special revenue account. in  addition, the
ceniral garage did not  have adequate
procadures 10 ensure that accounis wers
paid in a timely manner. There was
$151,080 in overdue accounts raceivable as

of February 1875

sMasponsibility for central garage operations

was fragmented, limiting effective

management and gocountability.

eln a time of escalating fusl costs, the Siate

was moving away from the practice of

purchasing fuel efficient cars.

The Commission recommended  developing
more clearly defined policies governing assignment
and use of pool cars; charging employees for
commuting  use where appropriaie;  improving
financial management; expanding and defining the
flest manager's role; and purchasing compact, fuel
efficient cars.

1881 Update.  Significant actions have
been taken in response to the Commission's
recommendations. For axample, the rssponsibility
for central garage operations has been cenftralized
and the fleet manager's authority has  been
expanded and better clefined.

Vehicle assignment and use have been
improved.  In  accordance  with  a  JLARC
recommendation, the minimum mileage criterion
for parmanent sassignment has been lowered
hased on economic m@mnalysis. The flest manager
has been monitoring mileage and working with
sgency transportgtion officers to twrn in vehicles
not mesting the criterion. Since January 1880,
193 cars have been turned in and reassignsd to
f## pending reguests. This reassignment rapresenis
a one-time c¢apitai avoidance  savings  of
approximnately $850,000.

Appropriations Act and central garage policies
have been clarified to raguire commuting charges
and to define when thwy are applicable. Currently,
141 emplovess pay commuting charges which
will result in an estimated 3%85.000 savings o
the general fund during FY 1981,

Financial management practices of the central
garage motor pool have also besn strengthened.
An excessive balance in a special revenue account
was used 1o offser an agency rate increase which
had been authorized for FY 1880, This
transaction resulted in a8 $1.8 million savings toc
general fund agencies. in  addition, improved
procedures o monitor accounis receivable have
been implemented. The fleet manager now
receives monthly reports and cdlosely monitors
overdue accounts. As of Aprlt 1981, overdue
accounts receivable were only $2,000.

Central garage thas also resumed buying
compact cars. In addition to being fusl efficient,
these smaller cars are less expensive o purchase
than standard size cars. Central garage will save
approximately $39C,000 in 198C and 1881 by
purchasing compact instead of standard size cars.

Management and Use of State-Owned Motor
Vehicles, July §, 1879 (74 pp.)
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Ca endleton

A special study of Camp Pendleton, the State
military  reservation at  Virginia Beach, was
requested by House Joint Resolution 14 of the
1978 Session. The study evaluated the use of
Camp Pendleton, the needs of the Virginia
Mational Guard for training facilities, and the
needs of adjacent communities for public purpose
iand. Heview offorts were coordinated with the
Camp Pendieton task force appointed for the
study.
The study found that military training at
Camp Pendieton was substantial. About 88,000
man days of military training occurred at Camp
Pendlston in 1878 and 1977. In addition to
military use, almost half of the camp’s 874 acres
are under long-term lease to the City of Virginia
Beach. Much of that property is used for such
recreational puwposes  as  golf, tennis, and
swimming.
Although Virginia Beach was already using
much of Camp Pendleton, the city was seeking
further use of ths 1,200-foot beachfront at the
camp. Virginia Beach has high quality beaches,
but only one-fifth of the city's 37 and one-half
miles of beachfront are accessible to the public.
There were, however, numerous consiraints (o
the further development ¢of Carmmp Pendieton as a
recreationat area, including:
efstimated replacement cost of necessary
military facilities of more than $15 million.

ePotential  conflicts  with  the federal
government over use of property adjacent to
Camp Pendlston.

s egal encumbrances involving propsriy,

leases, and facilities.

JARC and the study committee concluded
that Camp Pendleton should continue to serve as
the State military reservation, but recommended
that the Department of Military Affairs facilitate
public use of the property under more flexible
guidelines. The study commitiee salso proposed
the adoption of a joint resolution wrging the
Governor and Virginia's congressional delegation to
try to secure the return of 727 acres of Seashore
State  Park, which the federsl government
condemned and took during World War L

During the 1979 Session of the General
Assembly, the Department of Military Affairs
proposed & plan under which the camp’s beach
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parcel could be used for recreational purposes.
The proposal was @ccepted by the City of
Virginia Beach and a three-year agreement was
signed. An appropriation of $100,000 was made
to fund improvemenis 1o the beach ares. The
funds were used to construct a2 parking lot near
the beach, which is used primarily for surfing.

The 1872 3Session alsc adopted SJR 136
urging the retwrn of land at Fort Story o
Seashore State Park. Copies of the rssolution
were forwarded to members of  Virginia's
congressional delegation.

1981 Update, Guidslines for use of Camp
Pendleton property by public groups have been
adopted by the Department of Military Affairs,
The guidelines prowvide a relatively simpls
application and approval process and  clearly
esiablish the terms ancd responsibilities of use.

Military use of Carmp Pendiston has increased
during recent vears. I 1979 and 1880, 83,898
man days of military iraining occurred at Camp
Pendieton, 34 percent more than in 1978 and
1977.

Civilian use of the property has also
increased. Attendance =&t the Camp Pendiston
beach increased from 4,728 in 1978 1o 28,692
in 1980, Under more flexible rules by the
Departrnent  of  Military  Affairs, the beach
remained open 98 davs in 1980, compared to
35 days in 1978.

No change has occurred in the ownership
status of the disputed beachfront st Fort Story.

Special Study: Carrap Pendleion, November 2,
1878 (72 pp

Capital

Virginia's capital outlay process provided for
building, renovating, amd acguiring about $1 billion
in construction projects from 19668 1t 1976,
During this time, the process was not
systemnaticaily developed and lacked procedural
upity. Planning ancd  budgeting relationships
hetween the operating and capital budget
nrocesses  were ambiguous.  Legisiative and
administrative policles needed to explicitly define
the roles of the Department of Plarning and
Budget and the Department of General Services in
capital planning and budgeting.




The lack of systematic attention 1o project
monitoring  and contrel  resulted in nearly  $1
million worth of unauthorized agency building.
Money had been spent to construct or  alter
bulidings without the prior approval of the
Governor or the General Assembly. Many projects
reviewad needed additional funding and had
delays of six months or longer. JLARC
recommendations addressing these problem areas
were adopted in QOctober 1878,

1981 Update.,  Procedural unity in the
capital outlay process has been largely achieved.
The Department of Planning and Budget now
directs a single system of budgeting for all State
expenses including capital outlays. The statutory
involvement of the former Division of Engineering
and Buildings in the capital budget process was
removed by the General Assembly in 1872 when
it repeated Section 2.1-48B3 of the Code of
Virginia. Definitions and instructions relating to
capital outlays have been included in  the
Commonwealth Planning and Budgeting System
manual. The instructions require that requests for
fixed assets be included in program reguests for
all agencies. These requests are reviewed in detail
by the Department of Planning and Budget.

The capital outlay manual prepared by the
Department of General Services has also been
improved. The manual contains new procedures
regarding design fees and cost estimates. The
manual is now loose-leaf to facilitate revision.

Legisiation was enacted in the 1980 Session
to establish procedures for selecting architects
and engineers. These procedures are nOw
specified in the capital outlay manuai. A selection
process has been established which encourages
diversity and competition. Amendments to the
Appropriations Act prohibit agencies from having
contracts in  perpetuity with architectural and
engineering firms.

The Capital Quilay Process in Virginia,
October 10, 1978 (1006 pp.)

VSRS

The discovery of fraudulent payments of more
than $100,000 in retirement system funds
prompted a management review of the Virginia

Supplemental Retirement System  (VSRS). The
study was requested by the Auditor of Public
Acpounts 1o support his financial asudit. At the
request of the Governor, a staff member of the
Depariment of Manmgement Analysis and Systems
Development also participated in the review.

The study had three objectives: to review the
poficies and oversight practices of the VSRS
Roard of Trustees, o assess VSRS internal
management, and to evaluate services provided to
VSRS members, Important findings included the
following:

eAlthough VSRS was responsible for assets in

excess of $1 billion, financial practices were
inadequate. improved financial leadership and
additional staff were required.

sFinancial and mmembership records were not

in good condition. Some important
membership information was not accurately
maintained.

oYSAS did not have an accurate organizational

plan which detailed the duties of the
functional divisions, internal relationships
among departrnents, and personnel nseds of
the agency.

eTraining programs presented by VSRS 1o
agency persorinel were not supported Dby
necessary manuals. As a result, there was
misunderstanding among agency
representatives  about  applicable  policies,
reporting reguirements, and membership
documentation.

sActuarial  information was not properly

communicated to the VSRS board, the
VSRS members, the Governor, and the
General Assemibly.

JLARC made 13 recommendations, including
the following:

sintroduce legislation to require an annual

audit.

aStrengthen financial oversight by the Board

of Trustees.

sQverhaul the financial reports and control
systems by adding additional staff,

reclassifying the duties of some existing

staff, and improving financial reporting.

ePrepare an annual management plan for

board review and approval.

sRevise agency ftraining procedures.

sPurge and correct membership records.

Since completion of the JLARC study, VSRS
management practices have received increased
scrutiny. legislation was enacted in 1873 to

27



require an annual audit of the VSRS by the
Auditor of Public Accounts, and a management
letter was released by the auditor in June 1878.

Implementation of the JLARC
recommendations has been thorough. On
December 12, 1978, the chairman of the VSRS
Board of Trustees presented a2 detailled report to
the Commission on action taken in response 1o
the management recommendations. The report
indicated general agreement with most of the
review findings, and outlined planned corrective
steps.

1981 Update. A follow-up review by the
Department of Management Analysis and Systems
Development was released in August 1980. That
review reported notable improvement in general
administration, actuarial and investment oversight,
and field services. It reported that VSRS was no
longer understaffed, poorly equipped, lacking in
professional expertise, or operating under heavy
pressure to overcome delays and remain current
with normal administrative and member response
activities.

Financiat leadership of VSRS has been
improved principally through the addition of a
chief financial officer and an internal auditor. Four
new commitiees have been created within the
Board of Trustees: {1} an audit committee, {2} a
finance commitiee, (3} an actuarial committee,
and {4} a longrange planning committee. The
chief financial officer of VSRS meets with the
finance committee of the Board of Trustees on a
monthly basis. In addition, an investment advisory
committee has been formed to provide the board
with advice from the private investment
community.

Improvements in member services are aiso
notable. Problems in the distribution of member
handbooks were corrected. In July 1980, =
comprehensive procedures manual was distributed
to agency employee contacts.

Virginia Supplemental Retirement Systemn,
October 10, 1978 (108 pp.)

Sunset, Zero-Base
Budgeting, Evaluation

in 1977, the General Assembly requested a
comprehensive study of a nationally popular
approach to legislative oversight known as sunset
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legisiation. JLARC was assisted in its study by 2
12-member sunsst task force appointed under the
authority of House Joint Resolution 178.

The task force held a series of meetings and
three study forums  on  legislative  oversight.
Participants included rmembers and staff of the U.
S. Congress and state legislatures, agency
administrators, and representatives of warious
public and private organizations. The proceedings
of each study forum were published. The study
reports, and conclusions and recommendations of
the sunset study cormmittee, provided the basis
for development of the Legisiative Program
Review and Ewvaluation Act of 1378.

The first report in the legislative oversight
series consisted of transcripts of a conference
hald in May 1877. Conference participanis
included U.S. Congressman James J. Blanchard
{D. Mich.), Dr. Allen Schick {Urban Institute), Dr.
Benjamin Shimberg {Educational Testing Service),
Linda A. Adams {(Director, Connecticut Program
Review), and Ray D. Pethtel {JLARC director}.

The proceedings demonstrated that sunset,
zero-based budgeting, and evaluation, when
properly used, have the potential to enhance
legislative oversight. Successful implementation of
these concepts, however, depends on a
legislature’s commitment to using the information
generated by these processes.

Sunset, Zero-Base Budgeting, Evaluation,
May 56, 1977 (88 pp.)

Zero-Base Budgeting?

The second report in the series contained
transcripts of testimony received at a zero-base
budgeting forum held in 1877. Forum participants
were S. Kenneth Howard {Wisconsin State Budget
Director), Thomas L. Bertone (New Jersey Office
of Fiscal Affairs), Andrew B. Fogarty (Director,
House Appropriations Commitiee of Virginia), and
Maurice B. Rowe (Virginia Secretary of Commerce
and Resources).

Forum participants generally agreed that
Virginia’s new program budget system needed
time to be fully implemented and tested before
further modification was attempted. Zero-base
budgeting as a legislative tool was not endorsed.

Zero-Base Budgeting?, August 23, 1977 (56
pp-)



The Sunset Phenomencon, the report which
concluded the oversight series, contained the
recommendations which led to adoption of the
Legislative Program Review and Evaluation Act.

Sunset was reported as a popular concept of
legislative self-discipline which forces evaluation of
existing government activities. Sunset  shifis
attention from promulgation of new programs to
review of existing ones. lt has an action-forcing
mechanism that schedules automatic termination
of agencies of programs unless they are
pericdically reauthorized. However, the
effectiveness of sunset laws was called into
question because few, f any, agencies or
programs of any significance had been terminated.

The study committee urged that the General
Assembly not enact sunset legislation. The
committee offered an alternative  oversight
proposal  which built on Virginia's  existing
legisiative ewvaluation activities. The committee
proposal was adopted by the 1978 Session of
the General Assembly and signed inio law by the
Governor effective July 1, 1978,

The Sunset Phenomenon, July 25, 1977 (96
op.)

State-Owned Aircraft

Ownership, use, c¢ost, and management of
State-owned aircraft were examnined in a special
report. Study findings included:

e0f 22 aircraft owned or operated by State
agencies, only three were statutorily
authorized. There were no State guidelines
on aircraft acquisition, use, or
record-keeping.

sin FY 1876, the cost of operating agency
aircraft was about $580,000. Travel in
agency-owned aircraft over short distances
was frequently more saxpensive and less
timely than  alternative means of
transportation.

&Seven agencies administered, maintained, and
operated aircraft, but only three had written
policies governing its use.

#Some State-owned aircraft may not have
been justified in fght of agency use and

changing program needs. Some aircraft wers
used inefficiently, uneconomically, or for
guestionable purposes.

efgency aircraft operations were decentralized.
it was unclear whether the system of

airfleet managermnent was effective or
efficient. Increased utilization, improved
scheduling, and greater supervision of

employee use of aircraft were needed.

JLARC recommended the establishment of
general gquidelines for agency aircraft use and
record-keeping. In addition, it suggested the
Governor make & comprehensive assessment of
Sizte aircraft nesds. Pending completion of such
actions, the Commission recommended that ail
aircraft  acquisitions be identified in the
Appropriations Act, and that the act's general
provisions be amended 4o require the Governor to
establish guidelines for the acquisition, use, and
review of aircraft.

Several study recommendations wers
subsaquently incorporated into the Appropriaticns
Act. Section 4-8.07 of the act was amended
directing the Governor to (1} prepare general
guidelines regarding alrcraft acquisition and use,
{2} examine the aircraft needs of agencies, and
{3} determine the most efficient and effective
method of organizing and managing the State's
aircraft operations. Agency requests to purchase
new aircraft are included in the Appropriations
Act as line item reguests.

1981 Update. Effective March 1981, the
Governor  issued a directive on State-owned
aircraft. The directive pertans to aircraft in the
Richmond area and deals with operational control,
priority of use, and charges. In addition to the
Governor's  directive, the Secretary of
Transportation has required the Department of
Aviation and the Deparitment of Highways and
Transporiation to mainiain detalled records on the
usg of their aircraft and related direct and indirect
COSts.

Detailed, written procedures for agency aircraft
use do exist at some agencies and institutions.
There are, however, still no State guidelines for
agency aircraft use and record-keeping as called
for by the Appropriations Act. There is no central
inventory of aircraft owned and operated by State
agencies,

Use of State-Owned Aircraft, October 24,
1977 (36 pp.)
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arine Resources

Marine resource managernent involves a wide
array of programs ranging fom regulation of
oyster fisheries to marine science education. The
primary  pwpose of JARC's study was 1o
evaiuate the marine resource effort in Virginia,
focusing on the management of program and
agency activities. Important findings of the study
were:

sThe oyster industry has sufferad a sharp
declineg in production and smployment sincs
1800. A more efficisrt and effective ovster
fishery management program was needed.

#The ability of the Marine Resouwrces

Commission 1o respond expeditiously to the
changing conditions of the commercial
fisheries was greatly constrained by
isgisiation.

sharine resource agencies had relied on

outdated administrative practices in
implementing responsibilities.

#.ack of coordination among marine science

educational programs and shoricomings in
educationat  administration needed to be
overcome. The sducational affiliative
refationship between the College of Willlam
and Mary and the Virginia institute of
Marine Sclence [VIMS! had not provided
sffactive oversight or coordinated
instructional planning.

JARC  recommended  that the Genersl
Assembly review the sffectiveness and sfficiency
of oyster fisherv management and administrative
practices.  The Commission wrged the Siate
Council of Higher Education to msake a
comprehansive study of marine science education.
This study was to iske a close ook at the
sffiliative  relationship  between VIMS and the
College of Williarm and Mary.

The State Councll of Higher Education study,
compieted in 1878, recommended the merger of
the Virginia Institute of Marine Science with the
Colisge of Wiliam and BMary. The recommendation
was enacied into law by the 197% General
Assembly. On July 1, 1879, VIMS became the
School of Maring Science of the College of
William and Mary,

1881 Update. The fragmentation of marine
science graduate education and compstition for
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fimited federal Sea Grant funds led JLARC 1o
sugpest the crestion of a Sea Grant Consortium
as one administrative option. The concept was
subsaguantly endorsed by the State Council of
Higher Education. In 1278, the General Assembly
authorized formation of the consortium. The
Virginia Graduate Marine Science Consortium
consists of the College of Wiliam and Mary
{ViMS), Oid Dominion University, the University of
Virginia, and Virginia Polytechnic Institute and
Siate University. The consortium is jocated at the
University of VYirginia and smployed itz first
director on June 1, 1881

Legisiation has also besn adopted to improve
the State’s oyster management systemn. The
legislative changes foous on encowraging greater
fishing activity in leased ovsiter beds. Changss
include shortened lease terms, elimination of leass
ranewals on an auviomatic basis, and evidence of
production as a condition of lease renewal.

The Maring Resources Commission has also
been given greater flexibility in regulating fishing
areas, Flexibility involving management of a large
graa in the Tangier and Pocomobe sounds was
given io the commission in 1878, in 1981, the
General Assembly expanded the size of the area.
Similar flexibility has Deen given the commission
over greas of the Rappahannock and Corrotoman
rivars,

Marine Resource DManogement in Virginig,
June 28, 1977 {198 pp.}

tate-

The report on management of State-owned
land  assessed the extent to  which agencies
complied  with  legisistive intent in  identifving
uvnused and swplus land which couid ba sold or
transferred for usse by other State agencies, The
study reviswed the land management function of
the Dwvision of Engineering and Buildings. Principal
findings included:

#iany  agencies  had not  complied  with
statutory  requirements periaining 1o
identification of  surplus  land. Sixteen
agencias owned more than 8,100 acrss of
surplus fand and an additional 5,000 acres
of underutilized iand. Based on locsl tax
gstimates, 5,400 acres of the surplus land
were worth $10.3 million.

sifiost agencies had not daveloped plans for
managing timber rescurces on their property.




eThe lack of a specific policy for determining
the wvalue of surpius land hindered the
expeditious sale of unneeded parcels.
eContral land records were not accurate of
comprehensive. Discrepancies between the
records and agency files ranged from just
under ten acres for land controlied by the
Department of Corrections to 923 acres at
the University of Virginia.

The Commission recommended development
of umiform  criteria  for  identifying surplus  and
underutilized land, improvement of the central land
inventory, and legislation to require preparation of
timber management plans.

The General Assembly responded initialiy to
the findings and recommendations by adopting
isgislation requiring {1} development of criteria 1o
identify and classify surplus properties and {2}
development of timber management plans for
appropriate tracts of State land. The Department
of Conservation and Economic Development
subsequently proposed and the General Assembly
approved legisiation strengthening and  unifying
under one section of the Code of Virginia all
timber management law.

in February 1872, the Governor anncunced a
pian to fully implement recommendations of the
JLARC report. The Department of General
Services subsequently issued a directive entitied
“Management Program for Real Property of the
Commeonwealth of Virginia.”" The directive
provided comprehensive instructions on  lang
management, including:

eProcedures on the identification, reporting,

and transfer or disposal of surplus property.
sCriteria for declarng property surplus.

#Timber management policy.

#Central real property records policy.

1981 Update. Implementation of the
program is well under way and the department
reports  that many  surplus  paercels are  bsing
disposed of. Sales have been consumated on ten
properties, producing $6878,663 in revanue. Seven
other properties wvalued at $15,042,000 have
been transferred betwsen agencies 1o meet
agency nesds without additional real estate
purchasas.

There has been greater attention io managing
forest resowces on  State-owned lands. Forest
management potential of 138 Siste properties
has been reviewsd and detailed reports covering
25 080 acres are on file, As of April 1881, there

were 25 harvesting or reforestation projects under
way throughout the Cornmonwealth.

Timber harvesting ©on State-owned land has
produced $55,927. Miany similar projects are
under way or planned. The Division of Forestry
reporis that the harvesting program has not
required additional employees or equipment.

Magnagement of Siate-Owned Land in
Virginia, April 19, 1972 (120 pp.)

Vocational
Rehabilitation

JLARC's evaiuation of wvocational rehabilitation
programs managed by the Department of
Rehabilitative Services and the Commission for the
Visually Handicapped sought to:

eDetermine the number of Virginians in need

of vocational rehabilitation.

eReview client eligibility,

sAssess the adequacy of service.

sDetermine whether clients remained employed

and became economically independent once
they were rehabilitated.

efgsess organizational management,

The number of handicapped Virginians eligible
for rehabilitation exceeded the department’s
available resources. This shortfall in  service
capacity reinforced the need for sffective eligibility
controls to ensure that the most severely disabled
would be served first. To meet productivity goals
set by the department, however, counselors had
accepted clients who represented the ecasiest
cases. As a result, only 24 percent of the
department’s clients in FY 1975 were in seversly
disabled categories.

Follow-up of chents placed in wage-paying
jiobs found that as many as two-thirds remained
employed. Of the severely disabled with a
physical handicap, 55 gpercent were steadily
employed compared to about 80 percent for alf
clients. For al clients who remained emploved,
the average annual income was $4,800.

The Commission recommended that the
department take the following steps:

#Davelop priority systems ito shift emphasis

from serving farge numbers of minimally
disabled clients to serving the most severely
handicapped.

sDgyelop a8 weighted closure sysiem io enswe

counselor compliance with priorities.
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sinclude welfare recipienis as a priority

category for rehabilitation.

eExercise greater control over counseior

expenditures,

oPlace greater emphasis on alternative funding

programs and job placement.

1881 Update. Increased emphasis has been
placed on serving the most severely handicapped
clients. A “Statement of Service Priorities’” has
been developed and implemented by the
department 1o assist caseworkers in selecting
clients for rehabilitation. Severely disabled clients
comprised B0 percent of the department’s total
caseload during FY 18980, s significant increase
singe the JLARC study. Disabled welfare
recipients have also been given high priority in
selection,

The department has developed and will
implement by September 1882 a weighted

closure system. Woeighted closure should
discourage counselors from  seiecting only
easy-to-rehabilitate  clients, and will assist

supervisors in evaluating productivity.

Counselor expenditures are being more closely
controlled. Each level of managsment receives a
monthly Ustatus  of funds against budget’”’
statement. The depariment is also in the process
of reviewing its resource allocation procedures to
ensure that funds are spent in accordance with
departmental goals and priorities.

The department has strengthened its job
placement services. Twenty counselors have been
refeased from other duties and assigned solely as
placement speciafists. All staff have received basic
training in job placement, and specialists and
supervisors have received advanced  training.
lncreased counselor involvement in job placement
has been targeted as an agency objective, and
the department reports that counselors  have
successfully met the objective.

in response to a JLARC recommendation 1o
identify alternative funding, the department has
{1) devsloped a ''Similar Benefits Directory” 1to
fulfill  its mandate of using other available
resources before using vocational rehabilitation
funds, (2} established optimum use of simiiar
benefits as an agency goal, (3} strengthened the
policy and procedure manual regarding  similar
benefits, and {4) developed simiar benefils
traming.

Vocational Rehabilitation in  Virginiq,
November 89, 1876 (150 pp.)
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ater RKesources

The report on water resource management
assessed the gffectiveness of the
Commonwealth’s laws and programs for managing
water resources. The ewaluation revealed a fack of
water resource planring in the State and
inadequate enforcement of wastewater discharge
conditions.

Batween 1872 and 19786, water rasource
planning had focused primarily on controlling
water pollution, with insufficient attention paid 10
problems of water supply. Southeastern and
Northern Virginia faced potentially severe waler
shortages. Industrial and municipal wastewater
treatment plants appeared 10 regularly  violate
econditions under which they were permitted to
discharge into the State’'s waters. Little effort
was made to enforce thess conditions.

B ARC recommended that the State Water
Control Board place greater emphasis on
comprehensive water rescurce planning. To devote
even greater attention 1o this subject, the 1877
General Assembly created the State Water Study
Commission to ook at local water supply and
allocation problems. The commission has boeart
active since that time and was continued again in
1981. To date, the State Water Study
Commission has focused s attention on  water
problems in Northern and Southsastern Virginia.
YWater shortages in both areas have been severe
as a result of droughts in recent vears.

1981 Update. The need for effective water
respurce planning was brought nto sharp focus
as State drought conditions worsened considerably
in 1980, before abating somewhat in 1881
Although drought conditions focused greater pubiic
attention on water supply problems in recent
years, State Water Control Board officials
conceded that “'we are no closer to soiving the
water supply problems  of MNorthern and
Seutheastern Virginia than we were five years
ago.”

As a resuit of recommendations by the Water
Study Commission, legislation was adopted in
1981 which directed the State Water Control
Board 1o 1iake specific water resowce pianning
actions and to complete & State water supply
plan by 1989. Effective solutions to such water
resource problems are stll years away.

in other areas which were the subject of



JARC recommendations, notable progress has
been made, including:

elmproved certification and training of

technical personnel.

simproved coordination with the State

Dapartment of Health in areas of overlapping
responsibility.

eEstablishment of a program for dam safety,

#Reduction in the number of State river miles

which are not fishable or swimmable.

sMore aggressive enforcement procedures

against major pollutors.

Progress has been made in the area of
enforcement in particular. Since the time of the
JLARC study, the board’'s enforcement activities
have increased substantially and criminal
investigations have been initiated against major
pollutors.

STATE WATER CONTROL BOARD
ENFORCEMENT ACTIVITIES

1972-1976 1977-1880

Special orders issued to
industrial and municipal
permitiees 31 30

Court actions 10 63

Criminal investigations G 22

Another measure of enforcement effectiveness
can be seen in the collection of civil penalties
from poliutors. Prior to the JLARC study, no civil
penalties had been obtained. Since the study, 29
penalties have produced $425,950 in revenue and
provide a meaningful deterrent to  potential
pollutors.

Water Resource Management in Virginig,
September 15, 1976 (266 pp.)

VIMS

During JLARC's study of marine resource
programs, numerous management problems were
observed at the Virginia Institute of Marine
Science {VIMS). A special report was prepared by
the Commission and submitted to the Governor.
The report examined the institute’s financial
status, temporary loan  balances, institutionsal

management, and vessel operations. JLARC found
that the institute had a substantial deficit, and
temporary loans could not be repaid in a timely
fashion.

Subsequent audits revealed that the mnstitute
had accumulated a deficit totaling $6.2 million,
principally as a result of poor management of
grants and contracts. In addition, JLARC's study
of the capital cutlay process found that VIMS
had built unauthorized facilities at 2 total cost
estimated to be at feast $300,000. in July
1979, the institute was formally merged with the
College of Willam and Mary. The college
developed new procedures and internal controls
intended to restore the institute’s financial
integrity.

1981 Update. New planning, management,
and accounting processes have been implemented
to prevent overspending. A cost control system
was established to monitor the progress of
individual research projects and to help ensure the
completion of projects on time and within budget.
An automated biling swstem has been established
and billings, which were as much as two vyears
behind, have been made current. Additional
personnel have been hired to support finance
office operations.

Vessel operations, a source of serious
problems in the past, have been consclidated into
a single unit. Vessel personnel have been cut
from 48 to ten. Major vessels have been set up
as cost centers for accounting purposes, providing
management with targeted information on costs
and revenues. The Virginian Sea, a major
ocean-going vessel  which was prohibitively
expensive 10 maintain and operate, has been
returned to the U. 5. Navy. Together, these new
controls  over vessel operations  will  vield
estimated annual savings of $200,000.

A new appropriations commitment by the
General Assembly will help VIMS operate without
deficit spending. The repayment of Siate loans

supporting the $6.9 milion deficit has been
scheduled to begin on June 30, 1881, with an
imitial  payment of $400,000. Other annual
repayments of $400,000 will be made until the
debt is cleared.

Special Report: Certain  Financial and
General Monagement Concerns, Virginia Instifuie
of Marine Science, Julvy 28, 1976 (40 pp.)
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rug Abuse Control

JLARC's evaluation of drug abuse programs
took a comprehensive view of all types of control
functions including education, law enforcement,
adjudication, and treatment. The report highlighted
a number of concerns, including:

#The drug abuse and alcchol control effort
lacked effective coordination. A complicated
structure of State, regional, and local
organizations was involved in substance
ahuse control with overlapping and
conflicting responsibilities.

of  comprehensive folliow-up of former drug
treatment clients found that few remained
arrest-free and employed, two indicators of
successful rehabilitation.

eDrug education programs had not reduced
the level of drug use as originally expected.

The report concluded that an independent
drug  and alcohol agency was needed 1o
effectively coordinate all the Commonweaith's
substance abuse efforts.

1981 Update. Legislation originally enacted
in 1976 and subsequently amended placed full
responsibility for the administration, planning, and
regulation of substance abuse services with the
Department of Mental Health and Mental
Retardation. The department, which now licenses
every drug and alcohol program in the State,
reports that overall control and coordination of
substance abuse activities have been
strengthened.

Letters of agreement have been signed
between the Department of Mental Health and
Mental Retardation and the Department of
Vocational Rehabilitation  to  jointly provide
rehabilitation, counseling, and placement services
to clients. In addition, the Department of Menial
Health and Mental Retardation has entered into
cooperative agreements with the Division of
Justice and Crime Prevention, the Department of
Welfare, and the Department of Education.

Several planning and management weaknesses
have also been addressed by the Department of
Mental Health and Mental Retardation. Priority
populations have been targeted and the extent
and natwe of substance abuse are more
thoroughly assessed at both the State and
regional levels. The department is alsc developing
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a comprehensive management information system
which will link by computer all 38 community

service boards and 16 mental heaith institutions
with Richmond.

Virginia Drug  Abuse Conirol Programs,
October 14, 1975 (350 pp.}

The report on working capital funds evaluated
the extent to whichh the use of working capital
funds by agencies wwas consistent with legislative
intent and with principles of sound financial
management. Major conclusions of the study
Wwere!

#\Working capital funds can be helpful in
accounting for support services provided by
one agency to another. However, 13 of
Virginia's 17 working capital funds wsre
inappropriate.

eiMoney had been advanced to working capital

funds for start-up costs, a practice which

circumvented the legislative process.
eCumbersome interagency billing processes
impaired efficiency.

eThe four functions financed by working
capital funds—central telephone, central
warehouse, commputer services, and printing
and graphics—had numerous operational and
administrative deficiencies.

The Commission ordered that all mappropriate
working capital funds be terminated and that
alternative financing mechanisms be developed. As
& result, the State Comptroller closed 13
inappropriate funds.

Legisiation was snacted to restrict working
capital fund adwvances to the amounts
appropriated by law and to clarify oversight
rasponsibility. The Commission alsc directed the
Comptroller to transfer $1.2 million in  axcess
retgined earnings in the funds to the general
fund.

1981 Update. in accordance with Section
2.1-186.1 of the Code of Virginia, JLARC
reviews working capital funds on an  ongoing
basis. This activity is described in the section
entitled ""Purpose and Role.”

Working Capital Funds in Virginia, February
11, 1976 (100 pp.}



A study of Virginia's community  oollege
system was the first project authorized by the
Commission. The purpose of the report was io
review administrative and educational aspecis of
systam management after an eight-year period of
intensive  building and development. Important
findings of the 1975 study included:

eTwo-year colleges  with comprehensive

programs were accessible throughout the
Commonweaith, and there was & high
degree of student satisfaction with the
schools.

2The Department of Community Colleges

needed an operationally useful master plan
and a revised ranagement information
system.

eSiudent classifications were not accurate or

complete.

sin the system’s attempt 1o meet a diversity

of student needs, many programs were
offered with insufficient enrollments. The
VCCS could have saved $500,000 over the
1973-74 academic vear just by limiting the
number of classes with low enrollments.
el.imited progress had been made towsard
establishing transfer agreements with publicly
supported senior colleges in Virginia.
elnaccuracies in  enrollment forecasts had
resulted in appropriation of general funds of
about $9.1 million more than justified. Of
this, about $4.3 million had been returned
to the general fund.

The report recommended that the State
Council of Higher Education and the State Board
of Community Colleges take appropriate action to:

elmprove enrollment forecasting.

#Reduce program proliferation through

application of productivity standards.
efliminate the “unclassified student’” category
1o improve system planning and budgeting.
sFormulate articulation agreements for the
orderly transfer of community college credits
to four-year institutions.

The Department of Community Colleges and
the State Councidt of Higher Education have
reported to JLARC several times on steps taken
to  improve system management. Over 40
unproductive programs have been discontinued.

Revised procedures ware esiablished for
enroliment projections. The Department of

Community Colleges dewveloped a definitive student
classification system:  which identifies the

educationatl objectives of almost all students.

A study of articulation problems between
two-year and four-year institutions was
recommended by JLARC and performed by the
State Council on Higher Education.

1881 Updaie. Subsequent to the JLARC
and SCHEVY reporis on the articuiation Drocess,
transfer guides and articulation agreements waere
developed. Although gaps in the articulation
process remain, most schools report relatively faw
difficulties. A new SCHEV subcommittee has been
appointed to look into articulation issues.

Changes in the enroliment projection process
have partially succeeded in narrowing differences
between projections and enroliments. JLARC
originally found enroliment forecasts for full-time
equivalent students to be an average of eight
percent above actual enrollments, ranging from
1.8 percent over in 1871 to 13.3 percent over
in 1973. Variance peaked at 17 percent in
1978. Since 19786, wariance has averaged less
than five percent. The VCCS adjusted its
estimates downward at the 1980 Session of the
General Assembly, which resulted in a $4.5
million reduction in the VCCS appropriation.

A stronger role by the State Council of
Higher Education has no doubt contributed to
greater accuracy. In  addition, the VCCS
Management Information System has also heiped
improve projections.

The VCCS has focused on improving
productivity in two major areas: programs and
courses, and faculty ieaching load. The VCCS has
an annual course and program review. Faculty
guantitative productivity is measured by the
Productivity Analysis System. Under this system,
facuity productivity was measured at a 103
percent efficiency factor for FY 1880,

Overall management of the system is being
addressed through development of a ten-year
master plan. The plan is scheduled for completion
and submission to the VCCS board by the end of
1981. The plan addresses systemwide concerns
such as cooperative programs, as well as specific
goals for colleges which fill unique needs.

The Virginia Communifty College System,
March 17, 1975 (346 pp.)
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Ongoing Projects

Evaluation Act Series

Two series of reports are currently being
conducted under the Legislative Program Review
and Evaluation Act. These studies were authorized
by Senate Joint Resolution B0, passed by the
1980 Session of the General Assembly, which
directed the Commission to review the functional
areas of (1) Transportation and {2) Qccupational
and Professional Regulation.

Transportation

Two transportation reports have already been
issued—a cost respensibility methodology and an
interim report on the organization and
administration of the Department of Highways
and Transportation. Findings and recommendations
from these reports are detailed in an earlier
sectiorn.

Four transportation studies are currently in
progress. Two will present the findings of the
cost responsibility study and describe the highway
and transit financing structure in Virginia. Another
will assess the various definitions of construction
and maintenance needs in the Commonweaith.
The fourth report will focus on the organization
and administration of the Department of

Regular Projects

Publications Review

Senate Joint Resolution 166, passed by the
1981 General Assembly, directed JLARC to
review State agency publications and expenditures
for public relations. The resolution called for
suggested guidelines for publications and specific
recommendations about where publications should
be eliminated.

JLARC will determine the number of
publications issued over a specific period of time
and provide cost data on recent publications.
JLARC will also look into the purposes for which
publications are produced and evaluate the
appropriateness of their manner and expense. This
will provide the basis for guideline
recommendations.

The evaluation is scheduled for completion
prior to the 1982 Session of the General
Assembly.

Highways and Transportation. #t will cover such
areas as organizational structure, information
management, inventory management, and
equipment maintenance. The studies are scheduled
o be reported pricr to the 1982 Genersl
Assembiy.

Occupational and Professional

Regulation

Two JLARC studies in the functional area of
Resources and Economnic Development will focus
on a review of occupational and professional
regulation by the 28 commercial and health
reguiatory boards organized within the Department
of Commerce and the Department of Health
Regulatory Boards.

The Department of Commerce and the
Department of Health Regulatory Boards have
administrative  responsibilities which include
processing applications, fees, complaints, and
investigations. One review will examine selected
regulatory processes, such as rule-making and
enforcement, which cut across organizational
entities. The second review will consist of an
overview of regulatory boards.

CETA

The Comprehensive Employment Training
Administration (CETA)} provides federal funds for
programs to develop the employment potential of
disadvantaged people who are unemployed or
underemployed. House Joint Resolution 268,
passed by the 1981 General Assembly, directed
JLARC to conduct an in-depth review and audit
of the effectiveness of CETA programs
administered by State agencies. The primary State
agencies involved with CETA are the Governor's
Employment and Training Council and the Virginia
Employment Commission.

JLARC wilt assess (1} the impact of CETA
programs on participants and the State and (2}
how effectively and efficiently agencies administer
CETA programs.

The study is scheduled for completion by
December 1981.
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Subcommiitees Which Have Served with JLARC

Dccupational and Professional

Regulation Subcommittee (1980-1981)
Delegate Ralph L. Axselle, Jr,

Delegate Alan A. Diamonstein
Delegate Calvin W. Fowler
Senator Ray L. Garland
Senator Madison E. Marye
Delegate C. Jefferson Stafford
Senator Stanley C. Walker

Transpertation Subcommittee

(19806-1981)

Senator Peter K. Babalas

Delegate Earl E. Beli
Senator Daniel W. Bird, Jr.

Delegate Vincent F. Callahan, Jr.
Delegate Archibald A. Campbeli
Delegate Orby L. Cantrell
Delegate C. Richard Cranwell
Delegate V. Earl Dickinson
Senator J. Harry Michael, Jr.
Delegate Theodore V. Morrisen, Jr.
Senator Richard L. Saslaw
Delegate Norman Sisisky
Senator William A. Truban
Senator L. Douglas Wilder
Senator Fdward E. Willey

Secial Services Subcommiftee (1973-1981)

Senator John H. Chichester
Senator Joseph V. Gartlan, Jr.
Delegate Johnny S. Joannou
Delegate Norman Sisisky
Delegate W. Ward Teel
Senator Stanley C. Walker

Camp Pendieton Task Force (1978

Delegate C. Richard Cranwell
Senator Joseph T. Fitzpatrick
Mr. Clarence D. Fleming, Jr.
Senator William B. Hopkins

Mr. E. Raiph James, Jr.
Delegate George W. Jones
Delegate Benjamin J. Lambert i
Delegate C. Hardaway Marks
Delegate Owen B. Pickett

The Honorable Fred G. Pollard
Mr. George W. Stroube

Senator Russell I. Townsend, Jr.

Health Pilot Assessment Subcommittee

{158G-1981)

Senator Peter K. Babalas
Delegate Richard M. Bagley
Delegate Robert B, Ball, Sr.
Senator Herbert . Bateman
Delegate Robert S. Bloxom
Senator Adelard |, Brault

Mr. Andrew Fogarty

Delegate J. Samuel Glasscock
Secretary Jearnn L. Harris
Delegate George H. Heilig, Jr.
Delegate Elise B. Heinz
Senator Richard J. Holland
Commissionar James B. Kenley
Commissionar William L. Lukherd
Delegate Mary A. Marshall
Senator Willard J. Moody

Health Pilot Subcommitiee (1878-197%)

Senator John C. Buchanan
Senator Elmon T. Gray
Delegate Mary A. Marshall
Delegate Owen B. Pickett
Senator Elliot S. Schewel
Delegate W. Ward Teel

Sunset Task Force (1977)

Delegate Eart E. Bell

Senator Adelard L. Brault

Mr. Arthur R. Cecelski
Delegate J. Samuel Glasscock
Delegate Raymond R, Guest, Jr.
Delegate Charles W. Gunn, Jr.
Mr. Jultan J. Mason

Delegate A. L. Philpott
Secretary Maurice B. Rowe
Senator Eliiot S. Schewel

#Mr. A, Howe Todd

Senator Stanley C. Walker
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