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Department of Economic Security A.R.S. § 41-1954

Summary

Director:  John Clayton JLBC Analyst:  Pat Mah/Stefan Shepherd
FY 2000
Actual

FY 2001
Estimate

FY 2002
Approved

FY 2003
Approved

COST CENTER SUMMARY
Administration 41,059,600 44,226,500 43,596,400 44,129,900
Developmental Disabilities 49,406,600 58,763,400 60,418,500 61,668,800
Long Term Care 102,221,900 104,990,900 140,410,100 161,092,000
Benefits and Medical Eligibility 157,410,300 173,828,700 144,103,800 147,698,000
Child Support Enforcement 13,773,100 14,343,100 16,237,500 17,524,200
Aging and Community Services 30,012,200 35,174,700 38,477,900 38,693,100
Children, Youth and Families 150,311,000 165,543,600 174,208,900 166,940,300
Employment and Rehabilitation Services 193,869,500 261,814,400 259,739,100 277,009,500
Agencywide Lump Sum Reduction 0 (14,948,600) 0 0

TOTAL APPROPRIATIONS 738,064,200 843,736,700 877,192,200 914,755,800

OPERATING BUDGET
Full Time Equivalent Positions 3,425.0 3,450.8 3,624.2 1/ 3,656.4 1/

Personal Services 82,280,600 91,171,300 95,781,800 101,606,900
Employee Related Expenditures 19,489,600 19,884,700 22,353,400 22,167,200
Professional and Outside Services 8,313,600 9,180,300 10,648,100 11,098,600
Travel - In State 3,120,700 3,146,900 3,334,000 3,430,900
Travel - Out of State 44,300 45,300 53,300 53,300
Other Operating Expenditures 25,432,400 26,338,500 30,065,700 28,631,100
Equipment 5,949,000 2,753,000 6,864,300 2,972,800

Operating Subtotal 144,630,200 152,520,000 169,100,600 169,960,800
Special Line Items 593,434,000 706,165,300 703,193,600 743,539,900
Agencywide Lump Sum Reduction 0 (14,948,600) 0 0
Additional Appropriations 0 0 4,898,000 1,255,100

TOTAL APPROPRIATIONS 738,064,200 843,736,700 877,192,200 2/3/4/

5/6/
914,755,800 2/3/4/

5/6/

FUND SOURCES
General Fund 423,426,000 434,734,900 471,695,500 510,116,500
Other Appropriated Funds
Federal Temporary Assistance for Needy

Families Block Grant 214,959,300 272,435,200 238,801,800 230,066,900
Federal Child Care and Development

Fund Block Grant 76,159,900 58,598,200 80,711,800 92,032,100
Special Administration Fund 538,000 1,601,100 3,111,200 1,619,000
Public Assistance Collections Fund 196,900 289,200 301,100 311,500
Long Term Care System Fund 10,452,300 13,950,400 14,493,400 15,367,800
Child Support Enforcement

Administration Fund 9,084,400 9,313,500 11,360,500 11,841,600
Domestic Violence Shelter Fund 1,508,600 1,700,000 1,700,000 1,700,000
Child Abuse Prevention Fund 475,500 1,061,400 1,062,800 1,064,200
Children and Family Services Training

Program Fund 71,700 156,000 209,600 209,600
Spinal and Head Injuries Trust Fund 1,191,600 1,678,000 2,263,300 2,467,300
Workforce Investment Act Grant 0 47,875,000 47,903,200 47,959,300
Federal Reed Act Grant 0 343,800 3,578,000 0

Subtotal - Other Appropriated Funds 314,638,200 409,001,800 405,496,700 404,639,300

TOTAL APPROPRIATIONS 738,064,200 843,736,700 877,192,200 914,755,800



____________
1/ Includes 698.5 and 718.8 FTE Positions funded from Special Line Items in FY 2002 and FY 2003, respectively.
2/ The above appropriation is in addition to funds granted to the state by the federal government for the same purposes but shall be deemed to include the

sums deposited in the State Treasury to the credit of the Department of Economic Security, pursuant to A.R.S. § 42-5029.  (General Appropriation Act
footnote)

3/ A monthly report comparing total expenditures for the month and year-to-date as compared to prior year totals shall be forwarded to the President of the
Senate, the Speaker of the House of Representatives, the Chairmen of the Senate and House Appropriations Committees and the Director of the Joint
Legislative Budget Committee by the 25th of the following month.  The report shall include an estimate of (1) potential shortfalls in entitlement
programs, (2) potential federal and other funds, such as the statewide assessment for indirect costs, and any projected surplus in state supported programs
that may be available to offset these shortfalls, and a plan, if necessary, for eliminating any shortfall without a supplemental appropriation, (3) shortfalls
resulting from new leases or renegotiations of current leases and associated costs, and (4) total expenditure authority of the Child Support Enforcement
program for the month and year-to-date as compared to prior year totals.  (General Appropriation Act footnote)

4/ The Department of Economic Security shall report the receipt and intended use of all current and prior year reversions from nonappropriated sources to
the Joint Legislative Budget Committee.  (General Appropriation Act footnote)

5/ This amount does not include a triggered appropriation made by Laws 2001, Chapter 235.  Triggered appropriations in FY 2002 and FY 2003 depend on
the availability of excess revenues.  (For more information, refer to the “Triggered Appropriations” descriptions in the cost center narratives and the
“Summary of Appropriations Triggered by Revenues” table at the front of this report.)

6/ General Appropriation Act funds are appropriated as an Operating Lump Sum with Special Line Items by Program.
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AGENCY DESCRIPTION — The department provides an array of services for low-income households and others in need.
These services are provided through the following divisions: Administration, Developmental Disabilities; Long Term Care,
Benefits and Medical Eligibility; Child Support Enforcement; Aging and Community Services; Children, Youth and Families;
and Employment and Rehabilitation Services.
.

PERFORMANCE MEASURES
FY 1999

Est./Actual
FY 2000

Est./Actual
FY 2001
Estimate

FY 2002-03
Estimate

• CPS and Family Builders % response rate 96/100 96/100 100 100
• Agencywide customer satisfaction rating (Scale 1 to 5) NA NA Baseline 3
• Employee satisfaction rating (Scale 1 to 5) NA NA 3.6 3.7

FY 2001 Supplemental  — The approved FY 2001
supplemental appropriation reflects a General Fund (GF)
reduction of $(14,948,600) and an Other Funds (OF)
increase of $986,100 for shortfalls in the agency and GF
savings by the use of non-appropriated funds.  The
supplemental bill also assumes that $17,012,900 for a
shortfall in the Long Term Care System will come from
non-appropriated monies in the Medical Services
Stabilization Fund under control of the Arizona Health
Care Cost Containment System (AHCCCS).

The GF reduction of $(14,948,600) was done as a lump
sum agencywide adjustment to allow the agency some
flexibility when making the adjustments.  Table 1 shows
the estimated reductions in GF that were discussed during
the 2001 Legislative Session.

Table 1
GENERAL FUND SUPPLEMENTAL

Cost Center
Current

Projection
Surpluses
Benefits and Medical Eligibility
   Shift from GF to TANF $  (4,879,300)

Children, Youth & Families
   Children Services (246,900)
   Family Builders (1,422,400)
   Shifts from GF to TANF and
      FY 2000 Expenditure Corrections   (8,400,000)

Total Surpluses $(14,948,600)

The shift in the Benefits and Medical Eligibility cost center
will come from a reduction of required maintenance of
effort levels resulting from the Navajo Nation operating
their own tribal Federal Temporary Assistance for Needy
Families (TANF) Block Grant program.  The shift in the
Children, Youth and Families cost center will come from
the Family Builders, Healthy Families, and Children
Services programs to align TANF spending with eligible
clients who receive services.  In addition, a footnote was
included in the supplemental legislation to allow for
potential expenditure corrections in FY 2000 to free up GF
for use in FY 2001.  These GF monies will be from
expenditure corrections for the Family Builders program
by replacing GF with already appropriated TANF Block
Grant monies.  The supplemental legislation also includes
an increase of $986,100 from the Long Term Care System
Fund for State-Funded Long Term Care Services.  (For
further information, see the Developmental Disabilities;
Long Term Care; Benefits and Medical Eligibility; and
Children, Youth and Families cost centers.)

TANF Base Realignment  — The approved budget
reflects  a shift in funding to TANF Block Grant monies to
meet federal guidelines for the state’s maintenance of
effort for administrative expenses.  The state is allowed to
use up to 15% of its TANF Block Grant amount for
administrative expenses.  The approved shifts are
necessary to meet this guideline.  Table 2 shows these
shifts between GF and TANF across cost centers in the
agency, for no net change in expenditures.
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Table 2
MAINTENANCE OF EFFORT SHIFT

Cost Center General Fund TANF
Administration

Operating $  (1,400,000) $   1,400,000

Benefits & Medical Eligibility
Operating $(10,000,000) $ 10,000,000
TANF Cash Benefits 20,228,500 (20,228,500)

Children, Youth & Families
Operating $  (7,828,500) $   7,828,500
Family Builders (1,000,000) 1,000,000

Total $                -0- $               -0-

No Wrong Door — The Department of Economic
Security (DES) is one of 6 agencies participating in the No
Wrong Door initiative.  The Government Information
Technology Agency (GITA) was appropriated $232,700 in
FY 2002 and $56,300 in FY 2003 from the TANF Block
Grant to implement the screening and referral phase of the
No Wrong Door Initiative.  The initiative is intended to
address citizen access to approximately 50 independently-
operated state government programs that serve children
and families.  Besides DES and GITA, the following 4
agencies are participating in the initiative: AHCCCS, the
Department of Health Services, the Department of Juvenile
Corrections, and the Judiciary.  The other 2 phases of the
No Wrong Door initiative include Information Sharing
(Phase 2) and Plan Development (Phase 3).

In addition, Laws 2001, Chapter 235 appropriates
additional funding in FY 2002 and FY 2003 from the GF
to GITA for the screening and referral phase of No Wrong
Door.  These appropriations are contingent on the
availability of excess revenues in FY 2001 and FY 2002.
(See the Government Information Technology Agency
narrative for more information on No Wrong Door.)

Proposition 204 —  At the 2000 General Election, voters
approved Proposition 204, which expands the AHCCCS
program to individuals with incomes below 100% of the
Federal Poverty Level and specifies that the public health
programs listed in A.R.S. § 5-522, as enacted in 1996,
shall be funded from the monies the state receives from the
Tobacco Litigation Master Settlement (see the AHCCCS
section for more information on Proposition 204).  The
allocations are determined by the Proposition and are not
subject to appropriation.

Proposition 204 requires the Joint Legislative Budget
Committee (JLBC) to calculate annual inflation
adjustments for the programs to determine the funding
amount for each program.  An Attorney General opinion
states that the inflation shall be calculated since 1996 and
that the FY 2001 amounts should not be prorated.  At the
May 2001 JLBC meeting, the Committee approved
$5,427,300 for the Healthy Families Program in DES for
FY 2001.  (See the AHCCCS section for a complete list of

the programs and the Healthy Families Special Line Item
in the Division of Children, Youth and Families cost center
for additional information).

The Proposition specifies that the public health programs
receive funding after the AHCCCS expansion.  The JLBC
Staff estimates that there will be sufficient tobacco
settlement monies to fund the FY 2002 allocations, but
whether the programs will receive monies in FY 2003 is
uncertain.  If there are not sufficient monies to fully fund
all the programs, the funding will be adjusted on a prorated
basis in line with the monies available.

Community Treatment Provider Increase — The
General Appropriation Act, as amended by Laws 2001,
Chapter 385, appropriates $20,578,400 from the General
Fund and $2,000,000 from the TANF Block Grant in FY
2003 for community treatment program provider rate
adjustments.  These monies will be allocated to the
following 4 agencies: the Department of Health Services,
the Department of Juvenile Corrections, the Judiciary, and
DES.  The appropriation will provide an average 5%
increase on July 1, 2002, with an additional 5% increase
on April 1, 2003 for most agencies and January 1, 2003 for
the Division of Developmental Disabilities (DDD) in DES.
Because the exact distribution will be reviewed by the
JLBC in spring 2002, JLBC Staff will include the final
distributions within each agency in its FY 2002 &
FY 2003 Supplemental Adjustments book.  Therefore,
these monies are currently not reflected in the agencies'
budgets.

The Governor line item vetoed a FY 2002 appropriation of
$5,478,400 GF and $400,000 TANF, which would have
started the first 5% increase on January 1, 2002 for DDD
and April 1, 2002 for all other agencies.  Instead, this first
5% increase will start July 1, 2002 as noted above.  (Please
see the Provider Rate Adjustment discussion in the
General Provisions section in the front of this report for
further details on this adjustment.)

Federal Block Grants  — The approved FY 2002 and
FY 2003 amounts  include the appropriation of the state’s
TANF Block Grant allocation. Table 3 on the following
page summarizes expected yearly revenues, expenditures,
and fund balances.

As can be seen, the amounts appropriated exceed the
amount of TANF Block Grant monies the state is expected
to receive in both years.  This is possible because the state
is expected to have at least $88,207,600 TANF “on
account” with the federal government on June 30, 2001.
The excess amounts, $29,305,500 in FY 2002 and
$28,379,800 in FY 2003, can be funded from this “reserve
account,” leaving an expected balance of $30,522,300 on
June 30, 2003.
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Table 3
TANF BLOCK GRANT SUMMARY

FY 2001 FY 2002 FY 2003

Opening Balance $  92,257,400 $  88,207,600 $  58,902,100
TANF Revenues 244,793,700 213,193,500 207,212,300
TANF Out-of-
   Wedlock Pregnancy
   Prevention Bonus 20,000,000 0 0
TANF High
   Performance Bonus     6,346,300                   0                  0
     Total - Available

TANF Monies $363,397,400 $301,401,100 $266,114,400

Total TANF
    Expenditures $275,189,800 $242,499,000 $235,592,100

Ending Balance $88,207,600 $58,902,100 $30,522,300

Yearly Surplus/
   Shortfall $(4,049,800) $(29,305,500) $(28,379,800)

The decline in projected TANF revenues from FY 2001 to
FY 2002 and FY 2003 is the result of the expected loss of
supplemental grant funding starting in Federal Fiscal Year
(FFY) 2002.  If funding for this grant in reinstated, it
would increase the state’s TANF revenues by nearly
$18,000,000 in State Fiscal Year (SFY) 2002 and by
nearly $24,000,000 in SFY 2003.

Table 4 on the following page provides detailed
information on TANF expenditures and appropriations.

The approved FY 2002 and FY 2003 amounts also include
the appropriation of the state’s federal Child Care and
Development Fund (CCDF) Block Grant.  In FY 2002, the
state appropriates $80,711,800 CCDF; in FY 2003, the
state appropriates $92,032,100 CCDF.

Arizona Works  — The approved FY 2002 and FY 2003
amounts include monies to continue operation of the
Arizona Works pilot welfare program.  The program,
which has operated since April 1, 1999, replaces the
EMPOWER Redesign program in DES’s District I-E,
centered around eastern Maricopa County.  The program
provides cash benefits and services to eligible recipients of
TANF assistance.

The approved amounts are based on a projection of the
number of clients expected to receive cash benefits and
services, such as job training, child care subsidies, and
transportation, in the Arizona Works pilot area.  Both
Arizona Works’ and EMPOWER Redesign’s FY 2002
caseloads were based on FY 2001 caseloads in each
program.  Both programs’ cash benefits FY 2003 caseloads
assumed a 3.1% increase.   The approved amounts for
these services are included in the line items (such as TANF
Cash Benefits) that also fund EMPOWER Redesign
clients.  We have noted the estimated amount to be passed
through in each relevant line item.

The Arizona Works program was scheduled to expand into
Mohave County on January 1, 2001.  As of June 2001, the
program had not yet done so.  The estimated Arizona
Works amounts in line item discussions do not address
funding for the Mohave County expansion.  Any monies
for the Mohave County expansion would be in addition to
the Arizona Works estimates provided and would come
out of the non-Arizona Works portion (which includes
service funding for Mohave County).

TANF Maintenance of Effort  — The approved FY 2002
and FY 2003 amounts are based upon the state maintaining
a 75% maintenance of effort for its TANF program.
Federal law requires states to spend at least 80% of what
they spent in state dollars in FFY 1994 on welfare-related
programs; this amount is reduced to 75% if states meet
specified work participation rates.  Because states are
given point-for-point reductions for caseload declines
since FFY 1994, and Arizona’s caseloads have dropped
significantly over that time period, Arizona should be able
to easily meet the work participation rates.  This means the
state can continue to use the 75% maintenance of effort
level.
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Table 4
FY 2000-FY 2003 TANF Block Grant Spending

Actual Estimated Approved Approved
Cost Center/Special Line Item FY 2000 FY 2001 FY 2002 FY 2003
Administration
Operating $  6,088,200 $  4,058,600 $  5,828,000 $  5,877,600
Finger Imaging 47,000 287,400 287,600 288,700
EBT Welfare Reform 29,100 0 0 0
Lease Purchase Equipment 288,300 746,600 645,100 645,000
Public Assistance Collections 109,700 164,900 169,600 175,100
Attorney General Legal Services 197,000 129,400 133,800 138,800
High Performance Bonus               0 2,707,700               0                0
     Total – Administration $  6,759,300 $  8,094,600 $  7,064,100 $  7,125,200
Benefits and Medical Eligibility
Operating $  8,783,800 $     656,400 $10,019,700 $10,367,600
TANF Cash Benefits 55,123,200 86,468,200 44,775,200 48,142,100
FLSA Supplement 848,200 3,817,600 1,267,200 1,305,200
Tribal Welfare Reform 0 1,000,000 1,000,000 1,000,000
Arizona Works Administrative Incentives 449,900 1,021,500 1,292,800 868,500
Food Stamp Outreach and Education 0 200,000 200,000 200,000
Additional Appropriations:  Laws 2001, Chapter  345                 0                 0      398,000                 0
     Total – Benefits and Medical Eligibility $65,205,100 $93,163,700 $58,952,900 $61,883,400
Aging and Community Services
Operating $     194,700 $     230,500 $     239,300 $     248,000
Community and Emergency Services 5,547,900 4,700,300 5,996,000 5,996,000
Coordinated Hunger Program 0 0 500,000 500,000
Coordinated Homeless Programs 1,429,800 1,583,200 1,583,200 1,583,200
Domestic Violence Prevention 1,617,000 4,865,900 4,865,900 4,865,900
TANF Deposit to Community-Based Marriage and Communication
   Skills Program Fund               0   1,150,000                 0                 0
     Total – Aging and Community Services $  8,789,400 $12,529,900 $13,184,400 $13,193,100
Children, Youth and Families
Operating $12,443,300 $  5,418,400 $18,365,800 $14,191,300
Children Services 5,392,600 6,284,800 8,374,300 10,174,300
Healthy Families 0 0 4,750,000 4,750,000
Family Builders Program 2,922,400 1,422,400 6,200,000 6,200,000
Attorney General Legal Services 1,198,300 46,900 47,600 49,600
TANF Deposit to SSBG 36,416,400 23,600,000 32,066,500 10,785,000
TANF Deposit to the Joint Substance Abuse Treatment Fund 0 10,000,000 3,333,300 10,000,000
Homeless Youth Intervention 0 400,000 400,000 400,000
Permanent Guardianship Subsidy 0 859,300 859,300 859,300
DHS Pregnancy and Perinatal Prevention Programs 0 700,000 0 0
Additional Appropriations:  Laws 2001, Chapter  345                 0                 0   4,000,000                 0
     Total – Children, Youth and Families $58,373,000 $48,731,800 $78,396,800 $57,409,500
Employment and Rehabilitation Services
Operating $  5,379,200 $  5,862,000 $  6,101,800 $  6,307,500
JOBS 11,409,700 20,719,200 20,316,600 21,146,000
Work-Related Transportation 3,376,600 3,302,200 3,302,200 3,302,200
Wheels to Work Program 1,121,200 2,000,000 0 0
Tax Credit Promotion 800,000 400,000 0 0
Job Search Stipends 0
Employment Retention and Job Skills 374,200 1,000,000 0 0
Young Father Mentoring 756,100 1,000,000 0 0
Parenting Skills Classes 82,700 250,000 0 0
Character Education Training 350,000 0 0 0
Post-Employment Training 705,400 1,938,900 0 0
Domestic Violence Victims Job Training 4,200 250,000 0 0
Rural Technical Business Assistance 272,200 200,000 0 0
TANF Employment Transition Program 2,147,300 9,000,000 0 0
Day Care Subsidy 40,206,600 47,929,400 22,599,300 30,816,300
Transitional Child Care 8,847,100 15,563,500 28,383,700 28,383,700
Enhanced Quality Reimbursement                 0        500,000       500,000       500,000
     Total – Employment and Rehabilitation Services $  75,832,500 $109,915,200 $  81,203,600 $  90,455,700
     TOTAL – DEPARTMENT OF ECONOMIC SECURITY $214,959,300 $272,435,200 $238,801,800 $230,066,900
Department of Health Services-Pregnancy Prevention, Perinatal Svcs. $    2,247,100 $    2,254,600 $    2,964,500 $    2,968,900
Northern Arizona University-Character Education Training 0 500,000 500,000 500,000
Government Information Technology Agency-No Wrong Door 0 0 232,700 56,300
Provider Increase                   0                   0                  0    2,000,000
     TOTAL TANF BLOCK GRANT SPENDING IN BUDGET $217,206,400 $275,189,800 $242,499,000 $235,592,100
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