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Department of Veterans Affairs
VA Western New York Healthcare System

3495 Bailey Avenue, Buffalo, NY  14215

222 Richmond Avenue, Batavia, NY  14020


October 9, 2002
Acting Chief, Research and Development Officer (12A)

Department of Veterans Affairs National Headquarters

810 Vermont Avenue, N.W.

Washington, D.C. 20420

SUBJ: 2001 VA Non-Profit Research and Education Corporation Annual Report

Pursuant to Congressional reporting requirements contained in Title 38, Section 7366, the enclosed report summarizes 2001 VA Non-Profit Research and Education Corporation (VANRC) activities and accomplishments.  A brief summary of highlights follows

for your review.

Timeliness

A total of eighty-eight annual reports were submitted by VANRC for the June 1, 2002 deadline. Eighty-seven submissions (98.9%) met the deadline requirement while only one report was submitted late.  This represents a significant improvement over last year.  Thirty-five follow up inquiries were transmitted to VANRC Executive Directors, the vast majority of which concerned clarification of inconsistent reporting (the amounts reported on Research and Education Revenues and Expenditures, Item 4a-k of the Annual Report, were inconsistent with financial data reported on the IRS Form 990).  All inquiries were successfully resolved in a timely manner.

Revenues

Legislation passed in 1988 authorizes Department of Veterans Affairs (DVA) Medical Centers to establish non-profit research corporations for the purpose of advancing the research mission of the DVA.  DVA’s authority to establish non-profit corporations was significantly expanded in 1999 with the passage of Public Law 106-117 (Veterans Millennium Health Care and Benefits Act) which authorizes VA non-profit corporations to accept funds to facilitate either research or education or both research and education.  Education includes those activities supporting work-related instruction and training for VA-employed staff, as well as broad instructional and learning experiences directed towards improving and maintaining the health of the veteran patient.

Each corporation provides its affiliated VA Medical Center with a flexible mechanism to facilitate the conduct of VA-approved biomedical research and/or education activities through the receipt and distribution of funds originating from non-DVA sources.  

In 2001, VANRC received $179.5 million in revenues for both research and education activities.  This represents a 3.3% increase in VANRC revenues over the previous year.  VA clinicians and basic scientists continue to be successful in competing for private and public sector research and education funding.  One percent (1%) of 2001 revenues were received in direct support of education. 
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Thirty-nine VANRC reported revenues from various government sources totaling $57.3 million, a 12.6% increase over last year.  Less than 1% of 2001 government revenues were received in direct support of education.

Forty-four VANRC reported a decline in revenues during 2001, contributing, in part, to the modest increase in total revenue over the previous year.  Compared to last year when only 28 VANRC experienced a decline in income, this represents a 63% increase in VANRC with declining revenues.

Projects

In 2001, VANRC supported some 4,690 VA-approved projects, a 0.8% increase over last year. Most are medical research clinical trials that focus on conditions prevalent in the veteran population and provide a direct benefit to VA patients. The quality of care given to veterans enrolled in clinical trials is particularly noteworthy since they benefit directly from close one-on-one relationships with the caregivers conducting research.  VA Medical Centers participating in clinical trials benefit from drugs donated by sponsoring institutions and pharmaceutical companies as well as salary support for nurses and physicians caring for veteran patients enrolled in clinical trials.  In addition, the general public benefits from the publication of the results of the studies in peer-reviewed journals.

Donors

VANRC continue to demonstrate significant diversity in their research portfolios, administering research funding from a variety of donors, including those from the private sector, universities, state agencies and federal government entities such as the National Institutes of Health, Centers for Disease Control, and Department of Defense.  

Funding generated from private sector sources in 2001 totaled $61.6 million, a 4.4% decrease below the previous year.  Funding generated from university sources in 2001 totaled $6.7 million, a 15.1% decrease below the previous year.

Expenditures

Eighty-four VANRC reported expenditures totaling $171.1 million in 2001, an 8.7% increase over last year.  Less than 1% of total expenditures were in support of education.
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VANRC continued to manage funds very efficiently as evidenced by their low administrative overhead rate, which averaged 14%.  Thus 86% of all VANRC expenditures directly supported approved research and education.  The unique affiliation between VA Medical Centers and VANRC contributed to low overhead costs, since very few VANRC pay for space and utilities.

Seventy-four VANRC reported salary expenditures totaling $82.6 million, a 5.8% increase over the previous year.  Of this, 84%, or $69.1 million, supported salaries for personnel directly engaged in research and/or education.  Only 16%, or $13.5 million, was expended for management salaries.  Less than 1% of salary expenditures were in support of staff involved in education.
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VANRC salary expenditures supported a variety of personnel ranging from administrative and clerical staff to research technicians and professional staff, including nurses, physicians and pharmacists.  Thus, many VA Medical Centers benefited directly from patient-care manpower provided by VANRC-salaried employees.
Travel

Seventy-six VANRC reported travel expenditures totaling $4.3 million.  Three and one half percent (3.5%) of travel expenditures, or $0.15 million were in support of education.  VANRC supports domestic and foreign travel to scientific meetings, seminars and conferences when such travel is directly related to VA-approved research and/or education.  The VA benefits directly from such travel because it enhances the ability of VA staff to pursue approved research and education activities.

Payees

The following table identifies the three largest types of payees and provides the total amount paid to each.  Details for all payees over $35,000 are provided in a list submitted with each VANRC annual report. 
Summary of Major Payees

	TYPE
	1996
	1997
	1998
	1999
	2000
	2001

	Private
	12,674,098
	19,678,689
	24,200,269
	29,723,969
	53,351,585
	58,160,544

	VA
	2,326,498
	3,890,989
	4,053,237
	5,108,042
	7,703,758
	7,467,999

	University
	2,921,836
	4,610,283
	8,842,050
	12,524,013
	16,686,303
	18,774,074


VANRC provide reimbursements or payments to VA facilities on a regular basis for various services provided in support of approved research. 

Audit Reports

Of the eighty-four VANRC reporting expenditures, seventy-four (88%) were subject to scrutiny by independent auditing firms, as required by the authorizing statute.  Year 2001 audited expenditures totaled $170.4 million.  Unaudited expenditures totaling $0.6 million were reported by 10 VANRC.  Revenues for 9 of the 10 VANRC fell below the amount that triggers the annual audit requirement. 

Management letters accompanying the financial audits indicate continued improvement in VANRC organizational management.  Most auditors reported the results to VANRC Boards of Directors and involved them directly in the resolution of any deficiencies.  As noted in 2001 management letters, virtually all of the deficiencies cited in the 2000 audit reports were resolved. Fewer problems were cited in 2001 audit reports, and the concerns cited did not commonly involve matters of material weakness.  Rather, they simply provide opportunities for VANRC management to strengthen their business operations.  

The 2001 annual reports demonstrate that VANRC are fulfilling their congressional mandate in a responsible and conscientious manner, providing an important and flexible funding mechanism for the conduct of VA-approved research and education.  Revenues and expenditures in support of VA research and education programs are continuing to increase, and the expertise in their management is improving steadily as evidenced by corporation audit reports.  VANRC are an essential component of the VA research and education programs and contribute significantly to their success.

Robert Guancial

Administrative Officer

Research and Development

http://www.va.gov/visns/visn02/
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