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The Honorable Charlie DeWitt

Speaker of the Louisiana House of Representatives
1% Floor, State Capitol

Baton Rouge, LA 70802

Re: Select Committee on Fiscal Affairs (SCOFA) Final Report

Dear Speaker DeWitt:

On behalf of the members of the committee, | submit to you the Final Report of the House Select
Committee on Fiscal Affairs. Your charge to the committee last August was to examine all
aspects of the state budget, both spending and revenue issues, and find viable options to dleviate
the state’s continuing fiscal concerns. During the past six months, the committee has vigorously
committed itself to this task, holding amost weekly hearings, receiving hours of testimony,
examining staff research and analysis, and reviewing hundreds of pages of additional materials
submitted in response to information requests arising from the committee' s hearings.

This report summarizes the results of the committee’'s work. The Findings and Options
contained in the report provide an outline of actions which could be taken to address some of the
state’s most pressing fiscal problems. Many of these options do not produce an immediate
savings, but instead call for a change in priorities that would result in cost savings and increased
efficiency in the future.

Implementation of many of the proposed options will require statutory change. Legidation for
severa of these has been prefiled in the Regular Session. Other options can be accomplished
through agency rule changes or other administrative actions by state agencies, some of which
may require direction through legidative resolution. Amendments to the General Appropriations
Bill would be sufficient to implement certain of these proposed options, and in certain areas,
further study is recommended.
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Also on behalf of the committee, | want to thank you for appointing this committee and calling
on us to undertake this effort. It has proven to be a valuable and enlightening experience for
those of us who have served on the committee, and it is our hope that this report will assist the
House of Representatives in its deliberations on state fiscal issues.

Sincerely,

Jerry Luke LeBlanc
Chairman

JLL/ISV/ITb



SELECT COMMITTEE ON FISCAL AFFAIRS

The House Select Committee on Fiscal Affairs was appointed by Speaker Charlie DeWitt
in August 2000. The committee was charged by the Speaker with studying ways to alter
state spending and revamp state tax and revenue collection with the goal of developing
productive and achievable options for addressing the state's continuing fiscal problems.
All areas of the state and political perspectives were represented on this 21-member
committee.

The committee met for the first time on Wednesday, August 23 and elected
Representative Jerry LeBlanc as Chairman and Representative Bryant Hammett as Vice
Chairman. The committee held 25 meetings during the interim from September 2000
through January 2001, examining many areas of state fiscal policy. Among the areas
reviewed by this committee were the following:

Collectiong/Receivables - The committee reviewed the revenue collection practices
of various state agencies, including the Department of Revenue, Department of
Wildlife and Fisheries, and the Office of Motor Vehicles in the Department of Public
Safety and Corrections. These agencies had substantial amounts of uncollected
revenues over the past several years. Despite recent efforts to address these
problems, the committee discovered that additional technological and procedura
improvements could enhance collection efforts. As a result of the committee’s
hearings, improved processes have already been put in place and options for further
changes are contained in this report. The committee also examined state agency
policies for writing off bad debt to determine if that process is consistent with sound
business and government accounting practice, prompting initial development of a
statewide collections and receivables policy. Severa options to assist the Department
of Revenuein its revenue collection efforts are also included in the report.

Duplication - The committee held extensive hearings on the Legidative Auditor's
Report on Overlap, Duplication and Fragmentation Across Executive Branch
Departments to identify efficiencies which can be implemented in state government.
Among the areas discussed and included in this report are consolidation of museum
operations, now split between the Department of State and Department of Culture,
Recreation and Tourism, and consolidation of workforce training programs of the
Departments of Labor and Economic Development. The committee also considered
the issue of consolidation of the Departments of Elections and Department of State.

Special Treasury Funds — The committee examined in detail al special treasury
funds. The state treasury contains over 290 dedicated funds representing a budgeted
amount of $2.2 billion. Additionally, mandated expenditures for the Minimum
Foundation Program, Revenue Sharing and other distributions total over $2.5 hillion.
In afiscal crisis, these dedications and required expenditures restrict the ability of the
administration and legidature to distribute reductions to all areas of the budget,
resulting in a disproportionate impact on health care and higher education. The



committee identified numerous inactive funds that could be repealed and many others
which should be revised or consolidated.

State/L ocal Government Fiscal Relationships - Testimony from representatives of
municipalities, police juries, sheriffs, and school boards focused on how state policy
affects the ability of local governments to raise funds and respond to local needs.
State tax exemptions which affect local revenues, including the industrial tax
exemption, were discussed, including testimony from local assessors. This report
contains options for undertaking a detailed reexamination of state/local financia
relationships, as well as options for reevaluation of components of the industrial tax
exemption in light of current economic development priorities.

Health Care Issues - Discussions of hedth care financing issues focused on
pharmacy costs, care for the uninsured, and mental health and developmenta
disability services. Data presented to the committee highlighted the major "cost
drivers' for Medicaid spending, and demonstrated that state services for the mentally
ill and developmentally disabled in Louisiana rely more heavily than other states on
institutional rather than community care. This report includes options to promote use
of community services while preserving necessary ingtitutional beds, including
vigorous pursuit of federal waiver options. Options to control costs in the pharmacy
program are also identified.

TANF - As a result of welfare reform, the number of recipients and resources
required for cash assistance have declined and a large balance of unobligated TANF
funds has accumulated. This report includes numerous options for using this
unobligated balance, combined with the flexibility of the block grant structure, to
support programs that would reduce future dependency.

Education — The committee discussed many education areas, among which were
Charter Schools, TOPS, and the Minimum Foundation Program. The report includes
options to address both financial and programmatic issues in the Charter Schools and
TOPS programs, and use of MFP funds for teacher pay increases.

Corrections - The committee examined the dramatic growth in prison population and
costs. State and federal sentencing guidelines, including mandatory minimum terms,
requiring 85% of sentences to be served, and “three strikes’ laws, have had a
tremendous impact on this growth. The number of aging and chronicaly ill inmates
is also increasing. Suggested options to reduce costs and reduce recidivism rates
include enhanced exercise of existing parole authority, review of mandatory
minimums to determine effectiveness, better basic education and job skills training,
and increased use of aternativesto incarceration such as drug courts.



The report format includes an Executive Summary which lists Findings of the committee
and associated Options for addressing each Finding. These are organized according to
subject areas considered by the committee, generaly in the schedule order contained in
the General Appropriation Bill. The Executive Summary is followed by the full report,
which contains detailed information for each Finding and each Option, including
Background and Description, Estimated Fiscal Impact, and Action Required to
Implement. Further analysis and information developed by the committee study is
included in Appendix for selected subject aress.

Implementation of many of the proposed options will require statutory change. Other
options can be accomplished through agency rule changes or other administrative actions
by state agencies, some of which may require direction through legidative resolution.
Amendments to the General Appropriation Bill would be sufficient to implement certain
of these proposed options, and in certain areas, further study is recommended.



EXECUTIVE SUMMARY

A. DEPARTMENT OF ELECTIONSAND STATE

FINDING: The state currently has two departments headed by statewide elected
officials which perform election functions. The Legidative Auditor’s Office found the
functions of these two departments overlap. Also, the Select Council on Revenues and
Expenditures in Louisiana' s Future (SECURE) recommended abolishing the Department
of Elections and merging all election functions into the Department of State.

OPTION 1. Merge the Department of Elections and Registration with the Department
of State.

B. MUSEUMS

FINDING: The state currently operates two separate museum systems in two separate
departments both headed by statewide elected officials. Both the costs and performance
of these facilities varies considerably. The Legidative Auditor's Office found the
functions of these systemsto overlap and recommended consolidation of these programs.

OPTION 1. Consolidate the museum programs of the Secretary of State and the
Department of Culture, Recreation and Tourism under one agency. This action would
not take place until new terms for elected officials begin.

C. TEN-YEAR INDUSTRIAL PROPERTY TAX EXEMPTION PROGRAM

FINDING: During the course of its deliberations, the SCOFA committee heard the
results of a study conducted on the ten-year industrial property tax exemption program.
This study revealed that while new locations produce more jobs, investment, and pay
more state and local sales taxes, the program attracts few new facilities. Other findings
showed that exemptions were concentrated in certain areas and industries, and that the
program does not foster the growth of high-tech industry.

OPTION 1: Ensure greater accountability of those granted exemptions especialy
related to job creation, length of stay in the state, and the types of projects that are
funded.

OPTION 2: Evaluate the category “miscellaneous capital additions’ and the feasibility
of shortening the exemption period for this category, in order to maximize benefit to the
state and minimize costs. Explore/investigate the possibility of restructuring the program
in order to attract more new locations.

Select Committee on Fiscal Affairs Final Report
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Executive Summary

OPTION 3: Reevaluate the ten-year tax industrial property tax exemption program in
light of current economic development priorities and reevaluate the necessity of granting
automatic five-year extensions of the exemptions.

OPTION 4: Develop amore targeted incentive program that would focus on devel oping
the state’ s high-tech industry.

D. COORDINATION OF WORKFORCE TRAINING PROGRAMS

FINDING: The committee discussed potentialy overlapping functions and missions of
the $50 million Department of Labor Incumbent Worker Training Program and the $6.5
million Department of Economic Development Workforce Development Training
program. Because each program has different funding sources and targets a different
population, duplication has been minimized. However, the potential for additiona
efficiencies through merger of program administration or functions, should be
investigated, especially given the disparity in resources between the two programs.

OPTION 1: Inlight of a possible Department of Economic Development reorganization
and continuing state budgetary problems, the state should explore possible cost savings
that could be generated from consolidating the administrative and/or programmatic
functions of the Workforce Development programs of the Department of Labor and the
Department of Economic Devel opment.

E. DEPARTMENT OF PuBLIC SAFETY AND CORRECTIONS
CORRECTIONS SERVICES

GROWTH IN PRISON POPULATIONS

FINDING: From Fisca Year 1994/95 through Fiscal Year 2000/2001 the prison
population has grown by 50%; from 25,260 to 38,000 inmates. Expenditures over this
same period increased by $254.6 million, a 70% increase. Changes in state and federal
sentencing guidelines over the past 5 years have had a tremendous impact on the growth
in prison populations. This includes mandatory minimum terms, requirements that a
minimum 85% of the sentence is served, and “three strikes “ laws. Additionally, since
many of the state’ s inmates are being incarcerated for longer periods and, with no chance
of parole, the number of aging and chronically ill inmatesisincreasing.

OPTION 1: The Parole Board should review parole considerations for inmates
who meet thecriteriafor early release under R. S. 15:574.4 and R.S. 15:574.20

Select Committee on Fiscal Affairs Final Report
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Executive Summary

FINDING: Mandated sentencing guidelines reduce judicia discretion in sentencing
offenders to aternative community intervention and supervision programs which are
more cost efficient and help in reducing recidivism.

OPTION 1: Review minimum mandatory sentencing guidelines to allow for increased
participation in aternative programs. (Note: this would not change the enumerated
crimes of violence and the 85% sentence served as required by the federal government to
quaify for VOITIS funds) A number of different programs and their estimated fiscal
impact are discussed in this report.

FINDING: Correctiona education programs help inmates break the cycle of crimina
activity by providing the knowledge and skills necessary to succeed. Effective programs
focus on helping inmates develop problem solving and decision-making skills. A new
nationa study outlines overwhelming evidence linking prison-based education programs
to dramatically reduced recidivism rates and crime prevention, finding such programs
among the most effective of all crime prevention programs.

OPTION 1: Funding sources should be identified to supplement the programs that have
proven successful in reducing recidivism.

FINDING: Recidivism rates for the Intensive Motivational Program for Alternative
Correctiona Treatment (IMPACT) program participants have been consistently lower
than non-participants.

OPTION 1: Expand the provisions of R.S. 15:574.4(A) and C.Cr.P.Art.901. to alow a
greater number of inmates to become eligible for IMPACT program participation.

FINDING: The Supreme Court has recently ruled that the District Attorneys are to act
as gatekeeper in recommending who should participate the drug courts. The court said
that there was no indication in the enabling legidation that created drug courts that
anyone other than the DA was given power to propose defendants to the program. This
has created conflicts across the state in terms of utilizing the drug courts as alternative
sanctions to incarceration (instead of pre-trial diversion programs).

OPTION 1: Amend the law to alow for both District Attorneys and Judges to share in
the authority to recommend participants to drug courts.

Select Committee on Fiscal Affairs Final Report
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Executive Summary

F. MEDICAID DRUG PROGRAM

FINDING: Drug Costs are a major reason that Medicaid payments are rising, but the
dtate has few effective tools to deal with the rising cost or usage of prescription drugs.

OPTION 1: Open Drug Formulary — In order to evaluate cost savings and benefits that
could be redlized through prior authorization of drugs, DHH should prepare proposed
policies, procedures, and fiscal impacts for its prior authorization proposal. DHH should
also prepare an assessment of how prior authorization may affect clients and retail
pharmacists, including any health care outcome effects.

OPTION 2: Retail Pharmacy Reimbursement for Drugs - The committee recognized
that retail pharmacies are not the primary cause of increasing drug costs. It urges DHH
not to continue reducing reimbursements to retail pharmacists.

OPTION 3: Drug Rebates and Bulk-purchase - DHH should pursue additiona rebates
in those instances where they are cost effective. If prior authorization were to receive
legidative approval, DHH should provide for waiver of this requirement if manufacturers
agree to additional rebates of at least 5% greater than the National Rebate Program.

OPTION 4: Generic Drugs - DHH should consider additional provider and Medicaid
client incentives to encourage more generic drug use, including:

Lower co-payments for generic drugs

Better reimbursement rates for generic drugs
Physician education about generic substitution
Expanded electronic therapeutic authorization

OPTION 5: Other Issues— Require DHH to activate the various boards and committees
involved in setting Medicaid drug policies and solicit their input on cost saving measures.

G. SERVICESFOR MR/DD CITIZENS

FINDING: Louisianalags behind most other states in moving to community care for its
developmentally disabled citizens. Remaining programs for disabled citizens are
functionally separate from each other and are scattered among severa agencies.

OPTION 1: Eligibility and coordination of MR/DD services - Require DHH and DSS
to present formal recommendations on eligibility and coordination of services that can be
implemented in the budget for FY 01-02.

OPTION 2: Redllocate resources toward community-based care. DHH should:

Make greater efforts to move developmental center residents into the community
when adequate community-based care is available.

Select Committee on Fiscal Affairs Final Report
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Executive Summary

Develop and recommend options to consolidate state developmental center
populations and to reduce physical facility and administrative costs.

Develop and recommend cost-neutral ways to shift resources from residential care
(state developmental centers and private ICF/MR group homes) to non-residential
home and community-based services.

OPTION 3: DHH should develop alternatives to the MR/DD waiver that will expand
access to services at a reasonable and affordable cost per person.

H. MENTAL HEALTH

FINDING: Louisand's public mental health service mix is out of balance with the
nation. It has more hospital and less community-based care than the average state.
Providing a more balanced mix of public mental health services — one that better meets
consumer needs, incorporates a broader range of treatment types, and is more cost
effective — will likely require innovative efforts to leverage additional non-state (federa
or local government or private sector) resources to enhance community-based care.

OPTION 1: Reduce the number of uninsured in the population served by the public
mental health system by increasing efforts to enroll this population in the Medicaid
Program.

OPTION 2: Explore the feasibility of making more community-based mental health
services digible for Medicaid reimbursement.

OPTION 3: Amend state law to produce more effective screening and treatment of the
mentally ill individualsin the crimina justice system.

OPTION 4: Renegotiate LSU-OMH contracts on psychiatric acute unit operations to
minimize the state funds required.

l. HEALTH CARE FOR THE UNINSURED

FINDING: Louisiana's current approach to indigent health care lacks a comprehensive
understanding of the health care needs of the state, and should be redirected to achieve
specific policy priorities and outcomes, such as reducing the number of people who lack
hedlth insurance coverage, increasing access to community-based and primary health
care, reducing excess hospital capacity, and improving the state€’'s low health status
rankings.

OPTION 1: Expand Medicaid/LaCHIP €ligibility to narrow the gap in health insurance
coverage between children and adults.

Select Committee on Fiscal Affairs Final Report
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Executive Summary

OPTION 2: Increase or reallocate existing uncompensated care payments to non-state
hospitals.

J. UNOBLIGATED TEMPORARY ASSISTANCE To NEEDY FAMILIES
(TANF) BLock GRANT FUNDS

FINDING: Since its implementation in 1997, welfare reform has caused a significant
decline in the number of recipients and the resources devoted to cash assistance.
Consequently, a large balance of unused funds has accumulated. This unobligated
balance, combined with the flexibility of the block grant structure, make TANF funds a
significant source of revenue to support programs aimed at the needy in a time when state
genera funds are constrained.

OPTION 1: Require that unobligated TANF funds be spent on cash assistance before
any state Maintenance of Effort (MOE) dollars or new TANF block grant funds are used
for this purpose.

OPTION 2: Increase the education level of recipients, ex-recipients, and the working
poor such as noncustodia parents; and provide job retention and advancement services.

OPTION 3. Help specific populations attain better paying jobs by providing post-
employment and job retention services, or advanced skills training. One area of focusis
incarcerated noncustodial parents nearing release.

OPTION 4: Enhancing the ability of certain poor populations to accumulate savings
through the use of Individual Development Accounts.

OPTION 5: Use TANF/MOE funds to expand the Drug Court program by $2 million in
order to promote work and job preparation and reduce the incidence of out-of-wedlock
births.

OPTION 6: Segregate or separate state MOE funds to provide assistance to recipients
who are currently taking advantage of the “earned income disregard.”

OPTION 7: Reexamine the state policy to commingle state MOE dollars with federa
TANF funds. Segregate or separate a portion of the state MOE funds in order to increase
spending flexibility. Assess the needs of Louisiana's poor populations. Investigate
programs that have been developed in other states in order to identify ways to address
these needs using the increased flexibiilty and the ability to design non-assistance
programs with TANF funds.

OPTION 8: Reexamine the definition of an “eligible family” as set in the state TANF
plan. Set varying levels of digibility to increase the number of people who can be served
by different TANF- and MOE-funded programs.
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Executive Summary

OPTION 9: Increase legidative oversight of TANF block grant and child care block
grant spending by requiring the submission of the federal quarterly ACF-196 and ACF
696 reports and other reports to the appropriate legidative agencies, committees and their
staffs.

K. DEPARTMENT OF REVENUE

Finding: Department of Revenue, due to a lack of consistent collection policies and
procedures and a failure to aggressively pursue delinquent taxpayers, has faled to
adequately collect taxes, penalties, and interest owed to the state. As of June 1999, atota
of $308 million in state taxes had not been collected from delinquent taxpayers. The
department should take steps to become more aggressive with its current collection
mechanisms and develop a consistent policy and procedure regarding collections of
delinquent taxes.

OPTION 1. Enhance the Department’s ability to maximize in-state collections by
encouraging new policies and procedures to more effectively utilize existing
departmental or state resources and personnel or by expanding the department’ s authority
to use private collection agencies to include in-state uncollectibles.

OPTION 2: Amend R.S. 47:1580(C) to interrupt prescription if a taxpayer fails to file
any state tax return.

OPTION 3: Amend R.S. 47:1580(A)(4) to provide more specific language to clarify the
meaning of “false or fraudulent” return.

OPTION 4: Amend the crime of issuing worthless checks, R.S. 14:71, to clarify that the
term “thing of value” includes taxes and other payments to the Department of Revenue,
and expand application to include any worthless check tendered to any state agency.

OPTION 5: Apply existing sales tax cease and desist provisions to all taxes collected by
athird party on behalf of the state, such as income withholding taxes and certain gasoline
taxes.

OPTION 6: Conduct further research to determine the feasibility of requiring applicants
for certain permits and licenses and contract bidders on goods and services to state
departments and government agencies to obtain state tax clearances.

OPTION 7: Expand the Department of Revenue's authority to issue refunds of
overpayments.

OPTION 8: Authorize the Department of Revenue to publish the names of delinquent
taxpayers once their tax liabilities have become collectible by distraint and sdle.
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Executive Summary

L. EDUCATION

CHARTER SCHOOLS

FINDING: The number and cost associated with Type 2 charter schools has continued to
increase since school systems are not required to transfer local funds to a Type 2 charter
school. State funds are provided in lieu of loca funds for Type 2 charter schools.

OPTION 1: Require that a Type 2 charter school shal receive the loca per pupil
funding amount for each pupil from the local school district in which the pupil would
otherwise be enrolled if he was not enrolled in a Type 2 charter school and was attending
apublic school.

FINDING: A Type 2 charter school may not be funded at a per pupil amount other than
that specified in the charter school legidlation.

OPTION 1: Authorize BESE to determine the Type 2 charter school per pupil funding
amount up to but not to exceed the per pupil amount specified in the charter school
legidation.

FINDING: By BESE policy, funding for Type 2 charter schools is based on the October
1 pupil count. Charter school law does not specifically authorize a second pupil count to
reflect changes after October 1 in the number of pupils served in the Spring Semester.

OPTION 1: Provide for a second pupil count during the Spring Semester which would
be used to determine that period’ s funding for Type 2 charter schools.

FINDING: A charter school which fails to open and serve pupilsis required to refund all
allocated money to the state or the local school district as appropriate athough a major
portion of the initial funding has already been spent. The charter school law is not
specific if the charter school closes for any reason.

OPTION 1: Require that “al cash on hand attributed to state or local funding be
returned” to the state or to the local school system rather than requiring the return of all
money alocated if the charter school fails to open. Expand this requirement to a charter
school that “closes for any reason.”

Select Committee on Fiscal Affairs Final Report
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Executive Summary

FINDING: Charter school law states that al students no matter their age shall count for
funding purposes whereas the MFP membership definition by BESE limits the student
count to those in kindergarten through age 21 with certain exceptions for specid
education children.

OPTION 1: Provide that, for purposes of funding, the age requirements of students
served in charter schools correspond with the age requirements established by BESE for
MFP purposes for students served by the public school systems.

FINDING: Genera Educationa Development (GED) students enrolled in Type 2 charter
schools generate the same per pupil funding amount as do regular students enrolled in
those charter schoals.

OPTION 1: Authorize BESE to limit Type 2 charter school per pupil funding for
students seeking a GED equivalency diploma.

M. TuiTION OPPORTUNITY PROGRAM FOR STUDENTS (TOPS)

FINDING: Remedid courses required by a higher education institution and
repeated/deleted courses are considered in the accumulation of college credit hours to
maintain a TOPS award.

OPTION 1: Discontinue inclusion of remedial courses and repeated/deleted courses in
the accumulation of college credit hours necessary to maintain a TOPS award.

FINDING: Sixty-one percent of students who forfeited TOPS awards for failure to
maintain the minimum college GPA or full-time enrollment had ACT Composite Test
Scores ranging between 19 and 22.

OPTION 1: Improving the number of students capable of maintaining a TOPS award
should be a top priority to be discussed in conjunction with the development of the
community college system. As Louisiana strives to provide increased opportunities to
attend community colleges in al regions of the state, eligibility criteria for TOPS could
be reviewed. For example, ACT scores between 20 and 22 could become a standard
eligibility requirement for TOPS awards to be used a community colleges and then
transferable to a four-year institution upon successful completion of the community
college program. ACT scores of 23 and above could become a standard eigibility
requirement for a TOPS award to be used at a four-year ingtitution. Such a policy of
using ACT scores to distinguish entry levels for college is, of course, dependent on
providing more opportunities for students to attend community colleges and, perhaps
even then, only in extreme fiscal circumstances.
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FINDING: Seven high schools (four public and three private) voluntarily reported that
not all TOPS required courses are being offered this academic year.

OPTION 1: Extend the waiver of the TOPS required courses or offer courses through
programs such as the Virtual High School program sponsored by the state Department of
Education, distance learning programs and courses offered through correspondence.

FINDING: General Educational Development (GED) students seeking an equivaency
diploma are not eligible for a TOPS award.

OPTION 1. Provide standard eligibility requirements for students with a GED
equivalency diploma to qualify for TOPS. The requirements could be at the level
required for high school graduates, with exceptions for GPA and core curriculum. Or an
alternate requirement could be used of an ACT score at least three points higher than the
minimum ACT as is done currently for home study and students graduating from an
approved out-of-state high schooal.

N. MINIMUM FOUNDATION PROGRAM

FINDING: The Louisiana 1999-00 average classroom teacher salary was $33,109 which
placed the state 14™ in National Education Association data for the SREB states which
demonstrates that teacher pay needs to be a greater priority within the resources of the
MFP.

OPTION 1: Require that new funds appropriated in the MFP be used to increase
classroom teacher pay.

FINDING: School systemswill have areduction in retirement costs in 2001-02.

OPTION 1: Request that BESE provide for an adjustment in state MFP funds for 2001-
02 as aresult of the decrease in employer contribution costs in Teachers' Retirement and
the use of acredit in School Employees Retirement.

0. COLLECTIONS/RECEIVABLES

FINDING: Due to a lack of comprehensive collections and receivables policies, the
dtate is failing to collect revenues owed in fees, fines, penalties and state taxes. As of
September 2000, approximately $776 million was reported as outstanding receivables
and of that amount $361million is estimated to be uncollectible.

OPTION 1: Create a computerized database, which could be used by all state agenciesto
house information on individuals and businesses that write NSF checks.
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Executive Summary

OPTION 2: Establish a comprehensive receivable and collection policy and procedure
which would include the requirement that al state agencies use the receivable and
collections procedures. The policy would also include a separate policy directive relative
to NSF checks.

OPTION 3 Establish a centra collection function within the Division of
Administration or other state agency and further require participation by al state
agencies.

OPTION 4: Amend R.S. 47:299.2 to allow for all agencies to use offset of income tax
refunds for receivables.

OPTION 5: Revisethe law to alow for loca retailers and others to collect outstanding
receivables on behalf of the Department of Wildlife and Fisheries.

P. REVIEW OF SPECIAL TREASURY FUNDS

FINDING: There are more than 300 special funds in the state treasury which are
currently authorized by statute and constitution. $2 hillion of the state budget is funded
through dedicated revenues. These dedications restrict the flexibility of the governor and
legidature in addressing revenue shortfalls and budget problems. The committee
conducted three hearings to review these funds on a departmental basis with respect to
functionality and activity and developed the following options associated with this issue.

OPTION 1: Reped inactive specid treasury funds.

OPTION 2: The Classroom-Based Technology Fund and Teacher Supplies Fund should
be modified to allow use of remaining balances for other purposes which are more
appropriate for the amount of available money in the funds, or should be repeded and
balances used for a related or other purpose. The balances in these funds are insufficient
to alow effective distribution for the required uses of the monies.

OPTION 3: Abolish the Louisiana Charter School Start-Up Loan Fund or transfer a
portion of its balance to the State General Fund.

OPTION 4: Revise the Telecommunications for the Deaf Fund to expand the allowable
uses for these monies, since the fund balance is much larger than is necessary to satisfy
the current purposes of the fund.

OPTION 5: Reped the Louisiana Employment Opportunity Loan Fund since the fund
is no longer used and currently holds a lingering balance of approximately $500,000.
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OPTION 6: Repeal the Administrative Fund (Department of Insurance) unless the fees
on hedlth insurance providers which provide the source of monies in this fund are
increased to a level which makes retention and usage of this fund practical. The
Department of Insurance may seek to have legidation introduced this session to increase
such fees.

OPTION 7: Reped the Louisiana Tax Commission Expense Fund, the Refund Offset
Fund, and the Louisiana Consumer Credit Education, and budget these monies as self-
generated revenues rather than as dedicated revenues.

OPTION 8: Reped the Vaocational Technical Enterprise Fund, and budget these monies
as self-generated revenues rather than as dedicated revenues.

OPTION 9: The Fraud Detection Fund, the Louisiana Blind Vendor’s Trust Fund, and
the Traumatic Head and Spina Cord Injury Trust Fund have all accumulated rather large
balances due to budgetary restriction on the expenditure of these monies. Either
expenditure authority in the budget should be increased to alow for use of these funds
pursuant to current fund mandates, or the funds should be revised to expand the purposes
for which appropriations from the funds may be made. In the case of the Fraud
Detection Fund, such monies could aso be converted to self-generated revenues for the
Department of Social Services.

OPTION 10: The Minera Audit and Collection Fund should be combined with the
Lega Support Fund since both funds are used by the Department of Natural Resources
and relate to the audit and collection functions.

OPTION 11: The Volunteer Firefighters Insurance Premium Fund could be eliminated
and the funding for the premiums it supports could be allocated and distributed from the
2% Fire Insurance Premium Fund.

OPTION 12: Repea the Drug Treatment Fund since the source of revenues for the fund
is negligible, and the fund is unnecessary for the provision of the services supported by it.
These monies could be budgeted through the state general fund.
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Q. STATE GOVERNMENT — LocAL GOVERNMENT  FiIscAL
RESPONSIBILITIES

FINDING: In Louisiana there is no clear delineation of fiscal responsibilities between
state and loca government. State spending on local functions totals more than $2.5
billion annually which consumes nearly 28% of the state’s own source revenues. The
largest portions of this spending are for funding local elementary and secondary
education, funding portions of the monthly salaries of parish and municipa law
enforcement and fire protection officers, parish and municipal judges, constables, and
justices of the peace, and funding of revenue sharing, parish road funds, and mass transit.
Such huge transfer funding by the state of traditionally local functions presents problems
of accountability, engenders questions about the adequacy of the state and locd
government revenue bases, and creates barriers to efficient delivery of services a both
the state and the local level.

OPTION 1: Before the state can evaluate an appropriate revenue base to meet its needs,
it must first begin a process of sorting out the fiscal responsibilities between the state and
its local governments to determine: 1) what services should be provided by government;
2) which level of government should finance each of those services; and 3) which level of
government should deliver those services. This process should be undertaken either
through an existing entity, such as the Louisana Advisory Commission on
Intergovernmental Relations, or through a special committee or task force created
specifically for this purpose.

R. UsE oF STATE RIGHT-OF-WAY FOR FIBER OPTIC CABLE

FINDING: OTD has issued permits for installation of fiber optic cable on interstate
right-of-way for a one-time fee of $5,000 per mile. This fee will be offset by an in-kind
payment in the form of permanent access for DOTD to fiber optic communications when
cableisinstalled.

OPTION 1: A statewide policy should be designed to insure maximum return to the
dtate for access to state right-of-way for ingtallation of fiber optic cable, including
appropriate access by al state agencies to available fiber optic communications. This
policy should incorporate the strategic technology initiatives contained in Vision 2020.
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DEPARTMENT OF ELECTIONSAND STATE

FINDING: The state currently has two departments headed by statewide elected
officials which perform election functions. The Legidative Auditor’s Office found the
functions of these two departments overlap. Also, the Select Council on Revenues and
Expenditures in Louisiana' s Future (SECURE) recommended abolishing the Department
of Elections and merging all election functions into the Department of State.

OPTION 1: Merge the Department of Elections and Registration with the
Department of State.

Description And Background: In Louisiana, election functions are divided between the
Secretary of State (chief elections officer) and the Commissioner of Elections. Before
1956, dl election functions were within the Department of the State. In 1956, al duties
were transferred to the Board of Voting Machines, which the Louisiana Constitution of
1974 later changed to the Department of Elections and Registration. |(See Appendix pp. |
1-2).

The Secretary of State is designated by the Constitution as the chief elections officer of
the state. The Secretary of State administers al laws relating to elections, except voter
registration and the custody of voting machines which the Constitution places under the
administration of the Commissioner of Elections.| (See Appendix pp. 3-4). |

According to an audit of the Department of Elections and Registration conducted by the
Legidative Auditor’'s Office (June 1996), there is some duplication of effort with the
Secretary of State. Both departments work together on issues such as assembling and
checking ballots and financing and obtaining reimbursements from the locd
government’ s share of expense.

In addition, the Select Council on Revenues and Expenditures in Louisiana’s Future
(SECURE) recommended consolidation of the two departments by placing all election
duties in the Department of State and abolishing the Department of Elections and
Registration. SECURE estimated that 10-15 positions could be eliminated by a
consolidation, which would achieve savings of $500,000 in administrative costs.
According to the report, having two departments with elections functions results in
fragmented elections activities, diffused accountability, and inefficient use of state funds.
It may also confuse citizens who have questions or need to register to vote.

Estimated Fiscal Impact: SECURE estimated that 10-15 positions could be eliminated
by a consolidation, which would achieve savings of $500,000 in administrative costs.
Thisis believed to be an extremely conservative estimate.

According to fiscal note preparations on severa prefiled consolidation bills, the savings
will be aminimum of $1 million.
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Action Required To Implement: Legidation to abolish the Department of Elections
and transfer al duties to the Department of State. According to Article 1V, Section 20 of
the Congtitution, such a consolidation would require a two-thirds vote of both houses of
the legidature; however, this would not reduce the term of the incumbent commissioner

of elections.
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MUSEUMS

FINDING: The state currently operates two separate museum systems in two separate
departments both headed by statewide elected officials. Both the costs and performance
of these facilities varies considerably. The Legidative Auditor's Office found the
functions of these systemsto overlap and recommended consolidation of these programs

OPTION 1. Consolidate the museum programs of the Secretary of State and the
Department of Culture, Recreation and Tourism under one agency. This action would
not take place until new terms for elected officials begin.

Description And Background:

Department of Culture, Recreation and Tourism — Office of State Museum

The Louisiana State Museum System established by R.S. 25:341 in the Department of
Culture, Recreation, and Tourism, Office of State Museums operates a total of eleven
museums. Nine are in the New Orleans Area (Cabildo, Presbytere, Lower Pontalba
Building, Madame John's Legacy, Old U.S. Mint, Jackson House, Creole House, and
1000 Charters St.) al of which are accredited by the American Association of Museums
(AAM). The other propertiesin the system are the Wedell-Williams Aviation Museum in
St. Mary Parish and the Old Courthouse in Natchitoches both of which have facility
issuesto clear up before they can reach 100% accreditation.

R.S.25: 342 requires that the Louisiana State Museum System shall exercise its powers,
duties, and functions “in accordance with professional museum practices as established
by the American Association of Museums.”

This system’s projected total funding level for FY 00-01 is $4,318,111. There are a
total of 114 authorized positions{(See Table 1 - Appendix p. 5).| The cost per visitor
ranges from $13 for the New Orleans Museums to $30 for the Old Courthouse
Museum and $62 for the Wedell Williams Museum|(See Table 2 - Appendix p. 6). |

Department of State— M useums Program

Five museums have been transferred to the Secretary of State pursuant to R.S. 36:744.
These museums are the Old State Capitol in Baton Rouge, Louisiana State Exhibit
Museum in Shreveport, Louisiana Cotton Museum in Lake Providence, Caddo-Pine
Island Museum in Qil City, and the E.D. White Museum in Thibodaux.

According to state law, four out of five museum boards for the Department of State direct
the museums to maintain accreditation standards. These are the Louisiana State Exhibit
Museum, E.D. White Museum, Louisiana State Cotton Museum, and Caddo-Pine Idand
Oil Museum.
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R.S. 25: 379.2 - R.S. 25:380.43 provides in pertinent part that the museum boards shall
prepare a “budget and plan for funding sufficient to maintain standards necessary to
qualify for and maintain the accreditation of the American Association of Museums.”
Secretary of State Museums are currently not accredited by the American Association of
Museums (AAM).

For FY 00-01, these facilities have a funding level of $1,647,550 with 31 authorized

positions [See Appendix p. 7 - Table 3)] Cost per visitor ranges from $3 per visitor at

the L ouisiana State Exhibit Museum to $60 per visitor a the E.D. White Museum
(See Appendix p. 7 - Table 4).

Estimated Fiscal Impact: [If the two museum programs were consolidated, total State
Genera Fund savings are estimated at $175,200, with elimination of 4 positions.

This estimate assumes that the on site administration of museums currently under the
Secretary of State would continue due to the difficulty of establishing a centralized
administration because of the distance between the sites. However, elimination of the
museum program coordinator position would save $88,800 per year in sdary and related
benefits.

It is estimated that the Department of Culture, Recreation, and Tourism, Office of
State Museum could eliminate 3 positions with a total of $86,400 in saaries and related
benefits (2 clerical positions - $33,600 total; 1 information systems specialist — 52,800
total).

Action Required To Implement: Legidation would be required to consolidate al
museums under one agency. The legidation should allow operation of a two-tiered
museum system, which would encompass both accredited and non-accredited museums,
specifying continued accreditation requirements for those facilities currently accredited.
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TEN-YEAR INDUSTRIAL PROPERTY TAX EXEMPTION PROGRAM

FINDING: During the course of its deliberations, the SCOFA committee heard the
results of a study conducted on the ten-year industrial property tax exemption program.
This study revealed that while new locations produce more jobs, investment, and pay
more state and local sales taxes, the program attracts few new facilities. Other findings
showed that exemptions were concentrated in certain areas and industries, and that the
program does not foster the growth of high-tech industry.

Vigorous economic performance and the perception of widespread prosperity in the
United States are almost taken for granted now. However, while most states continue to
experience sustained (athough slowed) economic growth, Louisiana has entered a
precarious time. After running six straight years of surpluses, Governor Foster was forced
to issue severa executive orders in 1999, 2000, and 2001 to head off potential budgetary
deficits at the end of fisca years 1998-99, 1999-00 2000-1001. This performance
highlights the importance of government interventions aimed at increasing the state’s
economic viability. One economic development incentive program, and the focus of this
presentation, isthe ten-year industrial property tax exemption.

Specifically, the program is targeted at manufacturing establishments as defined in the
state constitution to be an existing plant or establishment “which engages in the business
of working raw materias into wares.” (Article VII, § 21) A House Fisca Division stud
examined 5,851 of the 6,038 applications approved between 1990 and 1999.

|Appendix pp. 9—19)|

Descriptive statistics on the exemptions that were studied draw a picture of the areas of
the state that are most impacted by the program, which industries are more likely to use
the program, and what types of projects are likely to be funded through the exemption.
Overal, the 5,851 applications studied totaled $19.2 billion in manufacturing investment,
$2.6 hillion in tax relief, and created 304,335 jobs, over 40,000 of which were permanent
jobs. On average, each project received over $451,605 in tax relief and generated
approximately $126,313 in sales taxes, created 52 jobs (7 of which were permanent), and
attracted over $3.3 million in manufacturing investment.

The mgjor findings presented below show that:

While on average, new locations produce more jobs, investment, and pay more state
and local salestaxes, the program attracts few new facilities.

Exemptions are concentrated in certain areas and industries.

The program does not foster the growth of high-tech industry.

These findings and others which arose through the committee discussions form the basis
of the options presented on this program.
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OPTION 1: Ensure greater accountability of those granted exemptions especially
related to job creation, length of stay in the state, and the types of projectsthat are
funded.

This could entail ingtituting a job creation requirement and the development of other
performance criteria and a system for the systematic review of performance over the
period of the exemption. Such a system would involve the collection of more detailed
data and the submission of periodic reports from the company. It could also involve
instituting “clawback” provisions if companies do not maintain a certain level of
investment or employment. The state may also conduct more periodic audits to assess
whether the company actually created and retained the jobs over the exemption period.
Examples of accountability provisions included in tax incentive programs in other states
are provided in the Appendix. | (See Appendix pp. 21-30) |

Background And Description: The congtitutional provision creating the program does
not create an entitlement. The constitution states that:

“Notwithstanding any contrary provision of this Section, the State Board of
Commerce and Industry or its successor, with the approval of the governor, may
enter into contracts for the exemption from ad vaorem taxes of a new
manufacturing establishment or an addition to an existing manufacturing
establishment, on such terms and conditions as the board, with the approval of the
governor, deemsin the best interest of the state.

The exemption shal be for an initial term of ho more than five calendar years,
and may be renewed for an additional five years. All property exempted shall be
listed on the assessment rolls and submitted to the Louisiana Tax Commission or
its successor, but no taxes shal be collected thereon during the period of
exemption.

The terms "manufacturing establishment” and "addition” as used herein
mean a new plant or establishment or an addition or additions to any existing
plant or establishment which engages in the business of working raw materials
into wares suitable for use or which gives new shapes, qualities or combinations
to matter which already has gone through some artificial process. (Article VII, §
21(F))”

The provision of industrial tax exemptions is to be based on what the Board of
Commerce and Industry deems is in the state’'s best interest. The state, namely the
Department of Economic Development, has the authority to promulgate rules
governing the operation of the program. These rules can be modified to maximize the
benefit to the state for each exemption that is granted. However, current regulations
governing the program make no attempt to define what is in the state’s best interest,
or to maximize the benefit to the state. Moreover, inspection audits are conducted
only to verify that the construction took place and that the facility was built.
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Estimated Fiscal Impact: Unknown
Action Required To Implement: Promulgation of rules at minimum.

OPTION 2: Evaluate the category “miscellaneous capital additions’ and the
feasibility of shortening the exemption period for this category, in order to
maximize benefit to the state and minimize costs. Explore/investigate the possibility
of restructuring the program in order to attract more new locations.

Background And Description: The study conducted on exemptions awarded between
1990 and 1999 showed that only 5% or 292 applications approved during the 1990s were
for new plant locations. The bulk of applications, 62% or 3633 were for “miscellaneous
capital additions (MCAS).”

The rules define an MCA to be “an accumulation, over a 12-month period of small
capita outlay purchases totaling a maximum of $5,000,000". (LAC 13: 505 [6])
Applications for this exemption type are submitted after expenditures occur. Small capital
outlay purchases include anything that remains on the plant-site, such as valves, heat
exchangers, phone lines, railroad tracks, piping, etc. There is no limitation on the number
of MCA applications a company can file.

Applications for miscellaneous capital had a low return rate over the 10-year exemption
period when compared to new locations and expansion projects in terms of permanent
jobs (12,196 total and 3 on average), investment ($6.1 billion total and $1.7 million on
average) or sales taxes paid ($229 million total and $63,036 on average). Moreover, the
low average amount of tax relief or $155,269 over the life of the exemption, raises doubts
about whether the exemption was a deciding factor in the company’s decision to add
capita to its operations. However, the average tax relief awarded to a particular company
could be significantly higher to the extent that certain companies file several MCAs at the
same time period.

Given the above discussion, there is some question as to whether this type of application
provides a real incentive. Specificaly, if a particular company did not receive this
exemption would they redlistically leave the state? Since many of the firms that have
filed an MCA are receiving exemptions for expansions or new locations, this does not
seem to be a red threat. In addition, the state needs to determine whether such an
exemption is worth the amount of investment by conducting real cost benefit analyses on
each project. Lastly, the small amount of new locations over the 10-year study period
raises questions about the program’s effectiveness in attracting new companies. Changes
in the regional and global economies call for more innovative tools that better address
business needs and that would provide more effective in attracting new facilities.

Estimated Fiscal Impact: Unknown

Action Required To Implement: Promulgation of rules
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OPTION 3: Reevaluate the ten-year tax industrial property tax exemption program
in light of current economic development priorities. Reevaluate the necessity of
granting automatic five-year extensions of the exemptions.

Background And Description: Companies such as Fruit of the Loom have received
incentives and, within a few years laid off thousands of employees. Assessments of a
company’s financial stability and market potential should be conducted to head off
similar situations. This will help assess the company’s viability and whether they will
continue to operate and provide economic benefit to the state during the length of the
exemption period.

The dtate should also investigate the possibility of giving varying levels and types of
exemptions for different projects according to their merit and attractiveness. For example,
new locations would receive a greater exemption than other types of expansions.
Another example would be to grant a 100% exemption in the first year and a lesser
percentage in the out years.

These approaches address the concern that companies may leave after having been
granted an exemption, before their time period is up. It also would reward companies that
are more likely to remain in the state when their exemption period is over.

Estimated Fiscal Impact: Unknown
Action Required To Implement: Promulgation of rules at minimum

OPTION 4. Develop a more targeted incentive program that would focus on
developing the state' s high-tech industry.

Background And Description: The American Electronics Association (AEA) uses 45
separate four-digit Standard Industrial Classification (SIC) codes to define high-
technology industries. AEA’s definition consists of codes that fall into three main
categories—high-tech manufacturing, communications services and software and
computer-related services. According to this definition, between 1990 and 1999 only 70
applications in “high-technology” industries were approved. These applications generated
over $64.7 million in investments, were awarded $11.1 million in tax exemptions and
created 983 new jobs, almost half of which were permanent.

The ten-year industrial tax exemption program was not designed to enhance the growth
of the high-tech sector, largely because most high-tech businesses provide services. The
godls of the State's 20-year comprehensive plan for economic devel opment, Vision 2020,
describe the move towards diversifying the state economy. In light of these goals, the
state needs an effective incentive program that would alow the growth of such firms.

Estimated Fiscal Impact: Unknown

Action Required To Implement: Promulgation of rules at minimum or statutory
provisions.
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COORDINATION OF WORKFORCE TRAINING PROGRAMS

FINDING: The committee discussed potentially overlapping functions and missions of
the $50 million Department of Labor Incumbent Worker Training Program with the $6.5
million Department of Economic Development Workforce Development Training
Program. Because each program has different funding sources and targets a different
population, duplication has been minimized. However, the potential for additiona
efficiencies through merger of program administration or functions, should be
investigated, especially given the disparity in resources between the two programs.

OPTION 1. In light of a possible Department of Economic Development
reorganization and the continuing state budgetary problems, the state should
explore possible cost savings that could be generated from consolidating the
administrative and/or programmatic functions of the Workforce Development
programs of the Department of Labor and the Department of Economic
Development. The state should also investigate a more equitable realignment of
resourcesfor those efforts.

Background And Description:
Department of Labor — Incumbent Worker Training Program

History: Created by Act 1053 in the 1997 Regular Session and Amended by Act 197 of
the 1999 Regular Session.

Funding: A total of $50 million may be deposited in the Workforce Development and
Training Account, a specia account under the Employment Security Administration
Fund within a given fisca year as long as the Unemployment Insurance Trust Fund
maintains a balance of $1.4 billion or more. The account was created from a deduction in
the unemployment insurance tax and is designated as a Statutory Dedication.

Purpose: Its main purpose is to provide upgrade training to incumbent workers who are
currently in entry-level positions. The idea is that as a result of the training, workers will
be promoted thus opening up more entry-level positions. The use of public training
institutions (technical and community colleges) is also encouraged. The program began
accepting applications in November 1998.

Redtrictions. An employer benefiting from the program must have been in the state for at
least three years, must be contributing to the workforce development training account,
and be in full compliance with Louisiana unemployment compensation insurance laws.
No one company can receive a grant equaling greater than 5% of total funding available
with in afiscal year and companies can receive only one grant within a 24-month period.
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General Statistics. An analysis of revenue collections for the 2000 calendar year shows
that as of September 2000 the balance was $41,767,647. Approximately 70 applications
have been approved totaling $14,543,696 while the expenditures at the end of the same
month equal $2,937,355. The estimated duration of each project is 23 months.

Department Of Economic Development — Workforce Development and Training Fund
Higtory: Created by Act 483 in 1995, and received funding beginning in FY 96-97.

Funding: The $6.5 million program is a statutory dedication, which receives monies
generated by a reduction in vendors compensation deductions.

Purpose: The program provides customized training funds to businesses that either want
to locate in Louisiana or want to expand or modernize existing facilities. This program is
often marketed as part of an incentive package to attract industries to locate in Louisiana.

Redtrictions: The current cap per award is $500,000. Employers benefiting from the
program must be in full compliance with Louisiana unemployment compensation
insurance laws, and the award should be reasonably expected to be a factor in the
company’s locations, investment and/or expansion decisions. While the law and rules do
allow for incumbent worker training, the Department focuses on those who are expanding
or locating and who have been in the state for less than three years in order to avoid
duplication of services with the Department of Labor.

Based on the characteristics of each program, a merge would require several statutory
changes depending on the structure of the merge. For example, the source of funding for
the Workforce Development and Training Fund in DED could be changed or it could be
eliminated if a portion of the Incumbent Worker Training (IWT) fund were designated
for the purposes of the DED program. In this case, provisions would have to be made for
the vendor’s compensation monies to go to other purposes. In addition, designating a
portion of the IWT fund for other purposes would require a change in the statutory
provision, which restricts the Department of Labor's IWT program to businesses that
have been in the state for three or more years.

Estimated Fiscal Impact: Merging administrative functions could result in some cost
savings. The state could save $6.5 million in state genera fund every year if the IWT
fund purposes were expanded to include the goas of the DED Workforce Training
program. This would free up State Generad Fund for other purposes such as other
economic development activities.

Action Required to Implement:  Statutory changes and interagency transfer
agreements.
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DEPARTMENT OF PUBLIC SAFETY AND CORRECTIONS
CORRECTIONS SERVICES

GROWTH IN PRISON POPULATIONS

FINDING: From Fisca Year 1994/95 through Fiscal Year 2000/2001 the prison
population has grown by 50%; from 25,260 to 38,000 inmates. Expenditures over this
same period increased by $254.6 million, a 70% increase. Changes in state and federal
sentencing guidelines over the past 5 years have had a tremendous impact on the growth
in prison populations. This includes mandatory minimum terms, requirements that a
minimum 85% of the sentence is served, and “three strikes “ laws. Additionally, since
many of the state’s inmates are being incarcerated for longer periods and, with no chance
of parole, the number of aging and chronically ill inmatesisincreasing.

The committee reviewed a great deal of historical and statistical information on offenders
in state prisons, as well as information on effective community and institutional programs
that decrease recidivism and help to prevent crime. Some of these aternatives are seeing
limited use in Louisiana and may be worthy of expansion. People who are committed for
violent offenses should be incarcerated for long term; however there are aternatives for
low level drug and property offenders who could be more efficiently and effectively dealt
with in the community. These dternatives would cost the state less money than it is
currently spending and be more effective in terms of results. For instance, low-level drug
offenders (possession only) could be diverted to drug courts which are less costly and
more effective. Restorative Justice initiatives for low level property offenders alow
them to make restitution, fix damage done to their surroundings, and participate in job
skills, education and drug treatment programs. In general, the best strategies to reduce
growth in incarceration are investments in basic education, values clarification skills, job
sKkills programs and drug treatment programs.

It is important to consider that, in most cases, a short-term investment of new dollars
must be made in order to realize the long-term benefit. It is generaly not possible to
expect to reduce the cost of incarceration by an amount equivalent to the expenditure on
drug treatment, education, job skills training and other programs in the initial fiscal year
of implementation.

OPTION 1: The Parole Board should review parole considerations for inmates
who meet thecriteriafor early release under R. S. 15:574.4 and R.S. 15:574.20

Description and Background: R.S. 15:574.4 allows parole consideration for inmates
who received sentences of 30+ years (except lifers) who have served at least 20 years and
who are at least 45 years of age. Similar consideration may be reasonable for inmates
with life sentences who are at least 60 years of age and who have served at least 30 to 40
years.  In the past three years, fewer than 25 inmates have been granted parole
considerations in accordance with this law.
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R.S. 15:574.20 alows for medical parole consideration for inmates by the Board of
Parole (is not available to any inmate who is awaiting execution or who has a contagious
disease).

An inmate eligible for consideration for release under the program shall be any person
who, because of an existing medical or physical condition, is determined by the
department to be within one of the following designations:

(1) "Permanently incapacitated inmate" which shall mean any person
who, by reason of an existing physica or medical condition, is so
permanently and irreversibly physically incapacitated that he does not
congtitute a danger to himself or to society; or

(2) "Terminally ill inmate" which shall mean any person who, because of
an existing medical condition, isirreversibly terminaly ill, and who by
reason of the condition does not constitute a danger to himself or to
society.

These inmates are currently receiving some medica care through the LSU Health Care
Services Division (LSUHSC). LSUHSC currently absorbs the cost of inmates admitted
to their Intensive Care Unit. However, in a recent ruling HCFA determined that these
inmates must be granted an unconditional parole before they would qualify for Medicare.
In the past three years, only two inmates have been granted parole considerations in
accordance with this law.

Estimated Fiscal Impact: There are currently 1,350 inmates age 45 or older who have
served 20 or more years that may quaify under R.S. 15:574.4 for early release.
Approximately 68 of these inmates are age 60 or older and have served 30 or more years
(3 on death row, 673 lifers and 674 regular offenders). The average cost to incarcerate
each of these individuals (including some health care costs, but excluding LSU Hedlth
Care Services) is $17,748. Annua expenditures for these individuals totals over $22
million.

There are currently 30 inmates that qualify under R.S. 15:574.20 for medical parole. The
average cost to incarcerate these individuals currently ranges from $17,859 to $20,929
annually ($535,770 to $627,870 total costs). These figures are DPS& C expenditures only
and do not represent the services provided by LSU Headlth Care Services Division.

Action Required to Implement: Resolution to urge and require the Parole Board to
review parole considerations for inmates who meet the criteria for these early release
programs.
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FINDING: Mandated sentencing guidelines reduce judicia discretion in sentencing
offenders to aternative community intervention and supervision programs which are
more cost efficient and help in reducing recidivism.

OPTION 1: Review minimum mandatory sentencing guidelines to allow for
increased participation in alternative programs. | (See Appendix pp. 31-38)|(Note:
this would not change the enumerated crimes of violence and the 85% sentence
served as required by the federal government to qualify for VOITIS funds) A
number of different programs and their estimated fiscal impact are identified
below:

DRUG COURTS

Description and Background:  Drug Courts are specia courts given the responsibility
to handle cases involving less serious drug-using offenders through a supervision and
treatment program. These programs include frequent drug testing, judicial and probation
supervision, drug counseling, treatment, educational opportunities, and the use of
sanctions and incentives.  The court works with offenders who have no previous drug
convictions or history of violence. Almost al drug courts exclude offenders charged
with sales of drugs, possession for sale of drugs, or other serious offenses.  Funding
under the Crime Bill excludes participation by any offender who has been charged with a
violent offense or who has a prior conviction for aviolent crime. Offenders are placed on
supervised probation and assigned a probation and parole officer who closely monitors
the offenders activities and conducts frequent drug screens, as well as confirms
attendance at substance abuse counseling, work and/or educational programming. The
offender is returned to court periodically where the officer reports on progress made. If
there is non-compliance, the judge can take immediate action to sanction the offender.
According to anational survey by the Department of Justice, 70 percent of al drug court
participants have either finished the program or stayed in treatment; 90 percent of drug
tests have been clean; and the recidivism rate for program graduates is only 4 percent,
compared to well over 50 percent for defendants who go through the "traditiona
adjudication process."

Louisiana presently has 14 active adult drug courts and 11 juvenile drug courts. With all
sources of funding, drug courts have the treatment capacity to serve 1,339 adults and 445
juveniles (1,784 total).  DHH Office of Addictive Disorders reports that some 2,266
persons have been admitted to Louisiana's drug court system this year. Of that number,
178 have successfully completed the program and 1,471 remain in active status.
Seventy-five percent of the successful participants are gainfully employed; 33% have
obtained either their GED or high school diploma. National retention rates are 70%;
L ouisiana reports a rate of 74%.

Estimated Fiscal Impact: It has been demonstrated that drug courts reduce the cost of
adjudicating low level drug offenders. Substantial benefits include reduced recidivism
and days of incarceration, shorter supervision periods, increased employment and higher
levels of social functioning, all generating significant long-term savings to taxpayers. The
average cost of incarcerating adult offenders in state correctiona facilities or local jails
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for FY 01-02 is projected to cost $12,300 per year, (juvenile incarceration costs are
$46,700 per year). The cost of an adult drug court dot is $3,600 for a two-year treatment
program ($5,000 for juveniles). The existing 1,784 drug court slots currently cost the
state approximately $7 million annually. Providing an additional $2 million in funding
for adult and juvenile drug court slots could save the state $24 million in incarceration
costs over the next two years.

RESTORATIVE JUSTICE

Description and Background: Restorative Justice is not any one program or process. It
recognizes that, to heal the effects of crime, we must attend to the needs of the individual
victims and communities that have been harmed to reduce the likelihood of their
reoccurrence. One example of the program is the Reparative Probation program in the
State of Vermont. The program offers an alternative to traditional probation and
incarceration. The offender appears before a reparative board, a panel of trained citizen
volunteers. The victim is not required to be present. The board works with the offender
to establish what he can do to repair the wrong that has been done. The outcome is a
signed agreement, an “action plan” that the offender agrees to follow. He has 90 daysto
fulfill the terms of the agreement. If he fails to complete the terms of the agreement, the
offender is returned to court. In two years, the board met with 2,421 offenders; only 233
(9%) negatively terminated their agreement and were returned to court.

Estimated Fiscal Impact: Cannot be determined at this point in time.

VICTIM OFFENDER MEDIATION

Description and Background: Victim Offender Mediation (VOM) has been
implemented in several jurisdictions through the country. VOM provides an
opportunity for victims of crime, primarily low level property offenses and minor
assaults, to meet their offenders in the presence of atrained mediator. The god isto hold
offenders directly accountable while providing important support and assistance to
victims. With the aid of trained mediators, the victims are able to |et the offenders know
how the crime affected them, receive answers to their questions and be directly involved
in developing restitution plans that hold the offenders financialy accountable for the
losses they caused. Failure to complete the restitution agreement results in further court-
imposed consequences. A recent survey conducted by the University of Minnesota,
School of Socia Work, identified 289 VOM programs currently in operation in
communities throughout the United States. Over 60 percent of the VOM programs were
operated by either church or community-based organizations.

In Louisiana, recently enacted legidation (Ch.C. Arts. 435-445) allows for mediation as a
new option for juvenile offenders in delinquency and other proceedings. The court may
order a referral for mediation between the aleged victim and offender. The parties must
attend scheduled sessions and attempt to mediate in good faith, but are not required to
reach an agreement. With grant funding, this concept is being piloted in Jefferson Parish.
The success of this option is contingent upon funding for mediators. There are many
adult and juvenile offenders in state custody for low-level offenses that might possibly be
considered for mediation or other types of restorative efforts, whereby the offender could
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repair the harm done by performing community services, work to earn money to repay or
replace what is owed, etc. victimized, alows for more active involvement of crime
victims and community members in the justice process and reduces further criminal
behavior. The cost to implement these programs is minimal using volunteer citizens
while the economic and socia impact would be significant.

Estimated Fiscal Impact: Currently, there are 226 juvenile offenders in state custody
for low-level property offenses at a cost of $111 per day. Nearly $4.5 million could have
been saved if only half of these offenders were diverted to a mediation program. In the
adult population, there are approximately 650 first offenders whose most serious crime
ranges from worthless checks, attempted theft, attempted simple burglary to theft of items
valued at less than $500. If half of these offenders had been diverted through mediation
efforts, an annual savings of approximately $3.5 million may have resulted, or at least
have freed these beds for utilization by higher priority violent and chronic offenders.

Action Required to Implement: Legidation would eiminate some mandatory
sentencing guidelinesto alow for judicial discretion in sentencing practices. (There are a
number of approaches to adjusting these guidelines, including the elimination of
minimum mandatory sentences for attempts of the enumerated crimes.)  Appropriations
would provide funding for implementation and expansion of existing programs.

FINDING: Correctiona education programs help inmates break the cycle of crimina
activity by providing the knowledge and skills necessary to succeed. Effective programs
focus on helping inmates develop problem solving and decision-making skills. A new
nationa study outlines overwhelming evidence linking prison-based education programs
to dramatically reduced recidivism rates and crime prevention, finding such programs
among the most effective of all crime prevention programs.

OPTION 1: Funding sources should be identified to supplement the programs that
have proven successful in reducing recidivism.

JOB SKILLSEDUCATION PROGRAM (JSEP)

Description and Background: JSEP continues to be an effective vehicle for inmates
seeking to increase their academic and vocational potential. A computer- based, three-
component learning system developed by the U.S. Army, JSEP includes: 1) an education
module; 2) a vocational module; and 3) an after-care treatment program. During the
1998/99 schooal year, 1,191 adult inmates completed JSEP. Of these, 436 were referred
for aftercare services through the Division of Probation and Parole. The recidivism rate
for this group of parolees was 14.2% compared to 31.1% for non-JSEP parolees.
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Estimated Fiscal Impact: The program is currently funded at five ingtitutions at an
operating cost of approximately $610,000 (estimated annual recurring costs of $135,000
for each existing program includes saaries, supplies and computer maintenance.)) The
Department hopes to expand the program to include all adult ingtitutions at a total cost of
$1.1 million. The cost per location is $288,390, the facilities without the program include
Phelps Correctiona Center, Louisiana State Penitentiary, Work Training Facility/North,
and David Wade Correctional Center.

PROJECT METAMORPHOSIS

Description and Background: Project Metamorphosis is a three-year grant-funded
program currently located at Elayn Hunt Correctional Center, Louisiana Correctiond
Ingtitute for Women and Avoyelles Correctional Center. The goa of the program is to
reduce recidivism through higher post-release employment and wage rates and increased
vaocational, cognitive and employability skills. Program components include life skills,
employability/work maturity skills, literacy, vocationa training, job or school placement
and follow-up.

Estimated Fiscal Impact: This nationally recognized program has operated since 1997
and has served 1,243 adult inmates. Inmates released in 1999 who participated in Project
Metamorphosis had a recidivism rate of 15.8% compared to 22.1% for the general inmate
population. This decreased rate of recidivism for Project Metamorphosis participants
could generate an annual savings of nearly $900,000. The Department will be unable to
continue this program after the grant expiresin Spring 2001 because of the lack of a state
general fund appropriation. While the grant has paid for the equipment needed to operate
the program, recurring costs average $380,000 annually for salaries and supplies.

RESOCIALIZATION

Description and Background: Recidivism rates for youth in the Texas Youth
Commission (TYC) have declined across the board since 1993. Texas officids attribute
this reduction to specialized treatment programs and a behavior modification program
caled “Resocialization.” Currently, the TY C has the resources to offer this specialized
treatment to only 40% of the youth who need it. It was found that the youth who
completed the specialized treatment were rearrested or reincarcerated at a much lower
rate than youth who didn’t have access to the special programs. The “Resociaization”
program is based upon the premise that youth who have been “sociadized” to a
delinguent/crime prone subculture, must be held accountable for their behavior, and must
be helped to understand and to develop the skills necessary to become positive, pro-socid
individuals. The Department has proposed a five-tier behavior modification program
similar to “Resocidization” built upon the principles of youth development. Participation
in the behavior modification program aong with the academic, vocational and treatment
services available at the juvenile correctional facilities will have a significant, positive
impact on the behavior of the offenders and will return them to their communities better
equipped to live as productive citizens.
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Estimated Fiscal Impact: Full implementation is expected to take approximately two
years and cost between $500,000 and $750,000. The bulk of the cost is for curriculum
development and training of direct care personnel. Return on this investment is expected
to be a greater chance of success upon release. Recidivism for offenders released in 1994
currently stands at 63.5%. Seventy-three percent of these recidivated as adults.

Action Required to Implement: Increase funding for these programs in the Genera
Appropriation Bill

FINDING: Recidivism rates for the Intensive Motivational Program for Alternative
Correctiona Treatment (IMPACT) program participants have been consistently lower
than non-participants.

OPTION 1: Expand the provisions of R.S. 15:574.4(A) and C.Cr.P.Art.901. to allow
agreater number of inmatesto become eligible for IMPACT program participation.

Description and Background: The Intensive Motivational Program for Alternative
Correctiona Treatment (IMPACT) is an intensive incarceration program located at Elayn
Hunt Correctional Center (EHCC). It is a rigorous multi-faceted program emphasizing
discipline, education and rehabilitative therapeutic programs in substance abuse and
values re-orientation. IMPACT was authorized by statute in 1986 and currently has a
capacity of 200.

Statutory eligibility statesthat a participant must be:
- Paroledigible;
Convicted of anon-violent first felony offense or;

Convicted of a non-violent second felony offense and have never servedtimein a
state prison; or

Convicted of afirst or second offense for possession of cocaine; or

Convicted of afirst offense for distribution, dispensing, or possession with intent
to produce, manufacture, distribute, or dispense cocaine when the amount of
cocaine involved was 28 grams or less; and

Be sentenced to state custody for seven years or less.

In addition, each IMPACT candidate undergoes extensive evauation of suitability
criteriaprior to éigibility, including consideration of the following:
Outstanding felony charges,

Mental or physical heath problems that would preclude safe program
participation after reasonable accommodations are made or that would require
accommodations that would preclude obtaining the fundamental's of the program,;

Significant long-term history of assaultive behavior;
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An assaultive escape within the last five years;
Sex offenders.

IMPACT has evolved since its inception in a number of ways. Over the years, the
origina military boot-camp style program has become predominately a “drug treatment”
program. The current format of the program is designed to meet the programmatic needs
of the chronic substance abuser. It focuses on atering behavior by changing the way the
trainee thinks, while forcing the individual to examine the quality of current relationships
and evaluate life goals. In 1995, a Job Skills Educational Program (JSEP) was added to
the curriculum. JSEP incorporated a self-motivated computer based educational module
that alows offenders instructional opportunities in over 220 vocational job prescriptions
including GED and college preparatory. In 1997, Mora Recognition Therapy, a sixteen-
step program created for the anti-social substance abuser was also added. In June 1998, a
fast-track ship fitting/welding vocational component was initiated that provides 200 hours
of training in vocations that will provide numerous job opportunities upon release. A
proposal to create a 180 hour fast-track carpentry program for IMPACT inmatesisin the
planning stages. Upon completion of the program, inmates will be qualified for entry-
level jobs in the building and construction field. This program is proposed to be the start
of a core of trades programs to teach building construction skills. By investing in
marketable skills, the inmates have a greater chance at securing employment upon
release.

The most efficient indicator of the success of this program is tracking the recidivism rates
of participants. Recidivism for the 1997 IMPACT graduates shows that 61% are still
living successfully in the community, while 78% of the 1998 graduates remain in the
community. Statistics reflect that 54% of the 1997 general population releases and 63%
of the 1998 releases remain in the community. Recidivism rates for IMPACT
participants have consistently been lower than non-participants. This indicates that
IMPACT participants, serving a shorter sentence, are committing fewer crimes than those
who serve their sentences through traditional incarceration.

Estimated Fiscal Impact: Currently, the average length of incarceration for an inmate
in the IMPACT program is 10.3 months. Incarceration costs for this inmate are
approximately $9,610. A similarly profiled inmate traditionally incarcerated would have
an average sentence of 55 years, and actualy serve approximately 2.75 years.
Incarceration costs for this inmate are approximately $31,155. Thus, for each IMPACT
class of 200 there is an estimated cost savings of approximately $4.2 million. As of June
2000, 2,405 inmates have successfully completed this program. This has resulted in an
approximate savings of $51.5 million in operational costs over the thirteen-year history of
the program. It also calculates into a capital cost savings of $13.75 million ($25,000/bed),
by saving the cost of constructing a new 550 bed facility that would have been needed for
these offenders.

One time costs of conversion of 79 beds to an IMPACT unit would cost $882,717 and
result in operational savings of $1.7 million.
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The cost of the fast-track carpentry program is estimated to cost $18,675 to produce 10
graduates in the first class cycle. Subsequent classes will cost $10,900 per cycle and
approximately 6 class cycles can be completed in one fiscal year. Total annual costs are
estimated at $73,100 for 60 inmates.

Action Required to Implement: Legidation would eliminate statutory restrictions on
eligibility and alow DOC discretion in determining program participation. Additiona
funding in the General Appropriation Bill would allow for expansion of the program.

FINDING: The Supreme Court has recently ruled that the District Attorneys are to act
as gatekeeper in recommending who should participate the drug courts. The court said
that there was no indication in the enabling legidation that created drug courts that
anyone other than the DA was given power to propose defendants to the program. This
has created conflicts across the state in terms of utilizing the drug courts as aternative
sanctions to incarceration (instead of pre-trial diversion programs).

OPTION 1: Amend the law to allow for both District Attorneys and Judges to
sharein the authority to recommend participantsto drug courts.

Description and Background: Drug Courts are specia courts given the responsibility
to handle cases involving less serious drug-using offenders through a supervision and
treatment program. These programs include frequent drug testing, judicial and probation
supervision, drug counseling, treatment, educational opportunities, and the use of
sanctions and incentives.  The court works with offenders who have no previous drug
convictions 