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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 1, 2001

Chief, Research and Development Officer (12)

Department of Veterans Affairs National Headquarters

810 Vermont Avenue, N.W.

Washington, D.C. 20420

SUBJ: 2000 VA Non-Profit Research and Education Corporation Annual Report

Pursuant to Congressional reporting requirements contained in Title 38, Sections 

7361-7368, the enclosed report summarizes 2000 VA Non-Profit Research Corporation (VANRC) activities and accomplishments.  A brief summary of highlights follows

for your review.

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 now 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.  

Eighty-eight corporations submitted 2000 annual reports.  Each 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.  The total number of VANRCs submitting reports declined by two as a result of five merges or closings.  However, new VANRCs were established at Dayton, Ohio; Fort Meade, South Dakota; and Philadelphia, Pennsylvania. 

In 2000, VANRC received $173.7 million in revenue for both research and education activities.  This represents a 17% increase in VANRC revenues over the previous year and demonstrates that VA clinician and basic scientists continue to be highly successful in competing for private 

and public sector research and education funding.  Less than 1% of 2000 revenues were received in direct support of education. 
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Twenty-nine VANRC reported revenues from various government sources totaling $50.9 million, a 65% increase over last year.  Less than 1% of 2000 government revenues were received in direct support of education.

Although revenues reported by VANRC increased substantially over the previous year, 27 VANRC reported a decline in revenues during 2000.  However, this represents a slight improvement from last year, when 28 VARNC experienced a decline in income.

Projects

In 2000, VANRC supported some 4,651 VA-approved projects, an 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 VANRC contributions of salary support for nurses and physicians caring for veteran patients enrolled in clinical trials. In addition, the general public benefits from publication of study results in peer-reviewed journals.

Donors

As indicated by the following table, VANRC continue to demonstrate significant diversity in  their portfolios by administering research funding from a variety of donors.  Steady growth was evident in most funding sectors. 

Summary of Major Donors

	TYPE
	1996
	1997
	1998
	1999
	2000

	Private
	36,684,674
	46,321,464
	57,902,590
	63,412,542
	64,491,769

	NIH
	4,552,855
	13,147,049
	14,960,978
	15,512,875
	28,081,406

	VA/DOD
	0
	6,291,000
	456,998
	1,357,698
	1,734,166

	VA*
	3,789,380
	5,556,469
	6,214,192
	4,713,603
	6,694,094

	University
	3,398,451
	2,939,315
	4,062,795
	5,392,323
	7,957,892

	CDC
	1,150,845
	1,567,145
	3,596,817
	5,520,742
	228,750

	DOD
	779,588
	473,299
	696,761
	1,627,646
	3,449,180

	Other Government
	577,883
	995,478
	1,474,295
	3,339,829
	3,532,074


*VA agreements for research related services and IPA reimbursements

Funding generated from private sector sources in 2000 totaled $64.5 million, a 1.7% increase over the previous year. 

In 2000, the private sector again provided the largest share of donations, some 55.5% of the total as indicated below.  However, the number of VANRC administering NIH grants has increased steadily since 1996 and now represents the second largest share of all donations, 24.1% of the total.
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Private (55.5%)

NIH (24.1%)

VA/DOD (1.5%)

VA (5.8%)

University (6.9%)

CDC (.2%)

DOD (3.0%)

Other Gov't (3.0%)

Dollar Amounts Donated

Private = $64,491,769

NIH = $28,081,406

VA = $6,694,094

University = $7,957,892

CDC = $228,750

Other Gov’t = $3,532,074

DOD = $3,449,180

VA/DOD = $1,734,166


Particularly noteworthy are reimbursements received from VA Medical Centers related to Intergovernmental Personnel Act (IPA) assignments.  IPA assignments continue to provide a  necessary workforce for the VA research program. It should be noted that VA reimbursements reported in 2000 were 42% higher than in the previous year. However, with the recent approval of Direct Hire Authority for specific classes of VA research employees, it is anticipated that there will be a decrease in future VA reimbursements. This expedited hiring process has been operationalized through the VISN 7 Delegated Examining Unit in Atlanta and should substantially reduce delays in the selection of technical research personnel listed in the 404 and 601 classification series.
Expenditures

Eighty-three VANRC reported expenditures totaling $157.4 million in 2000, an 18.5% increase over last year.
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VANRC continued to manage funds very efficiently as evidenced by a low administrative overhead rate averaging 10%. This resulted in 90% of all VANRC expenditures directly supporting 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, utilities, and Engineering and Building Management Service, etc. 

Seventy-two VANRC reported salary expenditures totaling $78.1 million, an 18% increase over the previous year.  Of this, 88%, or $68.3 million supported salaries for personnel directly engaged in research and/or education.  Only 12%, or $9.8 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. In many instances, the VA Medical Center was the direct beneficiary of substantial patient-care manpower provided by VANRC-salaried employees
Travel

Seventy-seven VANRC reported travel expenditures totaling $4.2 million.  Less than 1% of travel expenditures were in support of education.  VANRC support approve domestic and foreign travel to scientific meetings, seminars and conferences when such travel is directly related to VA-approved research and/or education.  VA benefits directly from such travel because it enhances the ability of VA staff to pursue approved research and education activities.      

Payees

Major payees are listed in the following table.

Summary of Major Payees

	TYPE
	1996
	1997
	1998
	1999
	2000

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

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

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

	Other Government
	266,936
	504,272
	944,515
	1,518,697
	1,609,618


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-three VANRC reporting expenditures, sixty-nine (82%) were subject to scrutiny by independent auditing firms as required by the authorizing statute.  Year 2000 audited expenditures totaled $156.1 million. Unaudited expenditures totaling $1.3 million were reported by 14 VANRC. Revenues for 13 of the 14 VANRC fell below the amount that triggers the annual audit requirement. 

Management letters accompanying the financial audits indicated continued improvement in VANRC organizational management.  Most auditors reported the results to VANRC Boards of Directors and involved them directly in the resolution of deficiencies. As noted in 2000 management letters, virtually all of the deficiencies cited in the 1999 audit reports were resolved. Although few problems were cited in 2000 audit reports, and concerns commonly cited did not involve matters of material weakness, they did provide opportunities for VANRC management to strengthen their business operations. These included:

-Segregation of Financial Duties Consistent with Good Internal Controls: VANRC should develop policies and procedures to properly segregate financial duties among staff, especially when the staff is small. Adequate segregation of duties insures that no one individual handles a transaction from its inception to its completion.  It may be necessary for VANRC Boards of Directors to provide direct oversight of the financial affairs of the organization to fulfill their fiduciary responsibilities. 

-Annual Equipment Inventory: VANRC should perform a physical inventory of all VANRC-owned equipment on an annual basis to safeguard the organization’s assets. 

-Prompt Reconciliation of Bank Accounts: All bank accounts should be reconciled on a monthly  basis to decrease the chance of error in the cash record. 

-Maintaining Accounts Receivable and Accounts Payable: All account activity should be  monitored monthly in order to provide the Board of Directors, VANRC managers and investigators with an accurate assessment of financial activity and to ensure accurate budget forecasting while reducing the risk of decisions based on flawed-financial data.  Larger VANRC should invest in accounting software capable of integrating the purchase order system with the budget module. All invoices should be reviewed and signed by a corporation official authorizing payment. Expense reimbursement requests should be accompanied by supporting invoices, receipts or other documents and approved by a corporation official before payment. All incoming checks must be made payable to the VANRC and logged into an accounts receivable folder before deposit. Cash receipts should be promptly deposited to reduce the risk of loss due to burglary, misplacement or misappropriation and to reduce the risk of understating corporation cash and revenue. 

-Written Administrative Controls: VANRC should develop a formal accounting manual documenting policies and procedures to ensure consistency in all business activities relative to the intent of the Board of Directors.  VANRC administrative staff should be provided regular training in such matters to ensure that all financial operations are treated in a standardized manner consistent with sound internal controls.

-FDIC Coverage: VANRC should protect cash assets by keeping individual account balances below the threshold for FDIC insurance.

-Payroll Authorization: Timesheets for VANRC-salaried employees should be properly completed by the employee with appropriate signatures of both the employee and supervisor before a VANRC official authorizes payment.

The 2000 annual reports demonstrate that VANRC are fulfilling their congressional mandate in a responsible and conscientious manner serving as a flexible funding mechanism for the conduct of VA-approved research and education.  Revenues and expenditures in support of VA research and education programs are increasing, and the expertise of management is improving steadily as evidenced by corporation audit reports.  VANRC remain 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/

[image: image5.png]_1063085804.ppt










1996

1997

1998

1999

1995

2000

2000 VA Non-Profit Research Corporation Annual Report

Total Revenues

1995-2000







0


25,000,000


50,000,000


75,000,000


100,000,000


125,000,000


150,000,000


175,000,000


1995


62,519,830


1996


73,289,747


1997


98,493,533


1998


121,864,121


1999


148,618,088


2000


173,732,596 


Revenues





_1063086123.ppt






2000 VA Non-Profit Research Corporation Annual Report

Summary of Major Donors

2000

Dollar Amounts Donated



Private = $64,491,769

NIH = $28,081,406

VA = $6,694,094

University = $7,957,892

CDC = $228,750

Other Gov’t = $3,532,074

DOD = $3,449,180

VA/DOD = $1,734,166







Private (55.5%)


NIH (24.1%)


VA/DOD (1.5%)


VA (5.8%)


University (6.9%)


CDC (.2%)


DOD (3.0%)


Other Gov't (3.0%)





_1063012476.ppt






2000 VA Non-Profit Research Corporation Annual Report

Salary Expenditures

 1995 - 2000

2000

1999

1998

1997

1996

1995







0


10,000,000


20,000,000


30,000,000


40,000,000


50,000,000


60,000,000


70,000,000


80,000,000


1995


27,956,888


1996


34,638,129


1997


44,507,357


1998


52,777,041


1999


66,345,805


2000


78,095,579


Salaries





_1063015136.ppt






2000 VA Non-Profit Research Corporation Annual Report

Total Expenditures

1995 - 2000

1995

1996

1997

1998

1999

2000







0


25,000,000


50,000,000


75,000,000


100,000,000


125,000,000


150,000,000


175,000,000


1995


54,953,937


1996


64,815,907


1997


85,411,338


1998


105,132,668


1999


132,806,007


2000


157,447,574


Expenditures





_1053232994.doc
[image: image1.png]Leading Health Care In The 214t Century

2
T 1%,
N =
* *
Q) &
‘9’:1 .‘OQ.
TE NEW

SWCARE Ne.







