
____________
1/ Includes 144.5 General Fund, 97.7 Other Fund, and 11.2 Expenditure Authority FTE Positions funded from Special Line Items in FY 2005.
2/ Laws 2003, Chapter 6, 2nd Special Session appropriated $25,000 for foster care home licensing.

Fiscal Year 2005 Appropriations Report 147 Department of Health Services

Department of Health Services A.R.S. § 36-103
Administration

FY 2003
Actual

FY 2004
Estimate

FY 2005
Approved

OPERATING BUDGET
Full Time Equivalent Positions 373.6 376.6 406.61/

Personal Services 5,937,100 5,867,500 6,009,000
Employee Related Expenditures 1,551,200 1,721,000 1,731,700
Professional and Outside Services 171,100 126,200 126,200
Travel - In State 43,900 62,400 62,400
Travel - Out of State 1,600 6,100 6,100
Other Operating Expenditures 3,837,300 6,243,700 7,617,500
Equipment 56,800 38,000 38,000
OPERATING SUBTOTAL 11,599,000 14,064,900 15,590,900

SPECIAL LINE ITEMS
Assurance and Licensure 6,377,900 7,067,6002/ 9,102,900
Attorney General Legal Services 0 332,800 412,800
Indirect Cost Fund 4,274,500 6,873,300 7,053,800
Newborn Screening Fund - Indirect Costs 310,900 478,600 478,600
Nursing Care Institution Incentive Grants 0 0 600,0003/

Ch. 270 Hearing and Speech Professions; Fund 0 0 260,000
PROGRAM TOTAL 22,562,300 28,817,200 33,499,0004/

FUND SOURCES
General Fund 17,689,000 19,856,700 21,759,600
Other Appropriated Funds
Capital Outlay Stabilization Fund 0 1,100,000 1,576,200
Emergency Medical Services Operating Fund 0 59,800 226,600
Federal Child Care and Development Fund Block Grant 287,900 410,800 721,100
Hearing and Speech Professionals Fund 0 0 260,000
Indirect Cost Fund 4,274,500 6,873,300 7,053,800
Newborn Screening Program Fund 310,900 478,600 478,600
Nursing Care Institution Resident Protection Fund 0 38,000 638,000
  SUBTOTAL - Other Appropriated Funds 4,873,300 8,960,500 10,954,300
  SUBTOTAL - Appropriated Funds 22,562,300 28,817,200 32,713,900
Expenditure Authority Funds
Federal Title XIX Funds 0 0 785,100
  SUBTOTAL - Expenditure Authority Funds 0 0 785,100
SUBTOTAL - Appropriated/Expenditure
     Authority Funds 22,562,300 28,817,200 33,499,000

Other Non-Appropriated Funds 789,900 1,278,500 1,278,500
Federal Funds 2,351,900 3,418,800 3,418,800
TOTAL - ALL SOURCES 25,704,100 33,514,500 38,196,300

COST CENTER DESCRIPTION — The Administration program encompasses most centralized functions including the
Director’s Office, business and financial services, and information technology services.  The program also provides Assurance
and Licensure services, which include the monitoring and enforcement of statutes and rules concerning home and community-
based adult health care, behavioral health and child care facilities.



____________
3/ Contingent on federal approval of the use of these monies, the $600,000 appropriation for Nursing Care Institution Incentive Grants shall be used to award

a quality rating financial incentive grant to each nursing care institution that received a quality rating of excellent in 2 consecutive years on the annual
facility compliance and licensure survey conducted pursuant to A.R.S. § 36-425.02, regardless of the actual date of the results of the survey. A nursing care
institution is not eligible for a grant if the institution received a violation determined by the department to be widespread with potential for more than
minimal harm, or a violation that resulted in actual harm or that constitutes immediate jeopardy to resident health and safety. A nursing care institution
must use a grant awarded pursuant to this paragraph only for direct care nonadministrative staff to improve the quality of resident care. Each individual
incentive grant equals the amount that results by dividing $600,000 by the total number of census days for all facilities that received a rating of excellent
for the applicable time period and multiplying the result by the total number of census days for the facility receiving the grant, except that the department
may not award an incentive grant of more than $100,000 to any one institution. The department may not award an incentive grant to a facility that was
placed on a provisional license during the previous 12 months before the award of the incentive grant. If the facility transfers ownership, the department
shall award the incentive grant to the licensee at the time of the award. A facility that ceases operation before the incentive grant distribution date is not
eligible for an incentive grant. For the purposes of this paragraph, "census day" means each day an individual inpatient bed is occupied based on the most
recently filed financial statement of a facility pursuant to A.R.S. § 36-125.04.  Monies appropriated for Nursing Care Institution Incentive Grants shall not
be used for any other expenses of the Department of Health Services without review by the Joint Legislative Budget Committee.  Any transfer to or from
the amounts appropriated for Nursing Care Institution Incentive Grants shall require review by the Joint Legislative Budget Committee. (General
Appropriation Act footnote)

4/ General Appropriation Act funds are appropriated as an Operating Lump Sum with Special Line Items by Program.
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PERFORMANCE MEASURES
FY 2003

Appropriation
FY 2003
Actual

FY 2004
Appropriation

FY 2005
Appropriation

• % of relicensure surveys completed on time:
Child Care Facilities
Health Care Facilities

46
46

64
44

46
46

65
45

• % complaint investigations initiated later than
investigative guidelines:
Child Care Facilities
Health Care Facilities

29
56

5
7

5
10

5
7

• Days to process enforcement action 40 NA 38 38
• Administration as a % of total cost 2.0 3.1 3.4 3.2

Comments:  The agency did not submit information for any measure labeled as “NA”.  FY 2003 Actual Administration as a %
of total cost calculated using Administration program expenditures as a % of total appropriated agency spending, including
Federal Title XIX Funds.

Operating Budget

The budget provides $15,590,900 for the operating budget
in FY 2005.  This amount consists of $13,838,100 from the
General Fund, $176,600 from the Emergency Medical
Services (EMS) Operating Fund, and $1,576,200 from the
Capital Outlay Stabilization Fund.  This amount includes
an increase for statewide salary and other adjustments.
(Please see the Statewide Adjustments section at the end of
this Appropriations Report for details.)

The approved amount includes the following adjustments:

PLTO/State-owned Rent Consolidation
The budget includes an increase of $756,800 from the
General Fund and $120,900 from the EMS Operating Fund
to consolidate both the Privatized Lease to Own (PLTO)
and state-owned rent costs.  In prior years, rent for various
private and state-owned buildings was paid of out of the
Public Health, Family Health, and Behavioral Health
operating budgets and the EMS Operations SLI. The
employees at these offices have moved into the new PLTO
building.  Therefore, the approved amount transfers the
$594,800 General Fund and $120,900 from the EMS
Operating Fund that is freed up in these other divisions to
cover the costs of the new building and consolidating the
rent for this building into the Administration program.  In
addition, the approved amount consolidates the additional

$162,000 in other state-owned rent costs in the Public
Health program into the Administration program.  There
are corresponding decreases throughout the agency for no
net impact to the agency’s overall budget.

State Laboratory Operations and Maintenance Agreement
The budget includes an increase of $476,200 from the
Capital Outlay Stabilization Fund for the Operations and
Maintenance costs of the new State Health Laboratory.
Due to the complex nature of the lab and the security
requirements of the federal requirements set under the
National Select Agent Act and Department Terrorism
Preparedness Standards, the department, rather than the
Department of Administration, will directly manage the
new building.   The approved amount provides $366,200
for utilities and $110,000 for janitorial services.  The
department will also use $114,300 from the existing
Indirect Cost Fund rent base, $184,800 from the existing
General Fund rent base, and federal monies to fund any
other Operations and Maintenance costs (including
building maintenance and security) for the new building.

Special Line Items

Assurance and Licensure
The budget provides $9,102,900 for Assurance and
Licensure in FY 2005.  This amount consists of
$7,558,700 from the General Fund, $721,100 from the
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Federal Child Care and Development Block Grant,
$38,000 from the Nursing Care Institution Resident
Protection Fund, and $785,100 from Federal Title XIX
Expenditure Authority.  The approved amount includes an
increase for statewide salary and other adjustments.

The approved amount includes the following adjustments:

Shift Title XIX Licensure Funding from AHCCCS
The budget includes an increase of $1,732,400 and 25 FTE
Positions to shift funding for Title XIX inspection and
licensure services.  This amount consists of $960,200 and
13.8 FTE Positions from the General Fund and $772,200
and 11.2 FTE Positions from Federal Title XIX
expenditure authority.  Monies related to federally required
licensure and inspection activities were previously funded
in the AHCCCS budget and administered by the
department through an interagency service agreement.
This funding was used for 3 programs:  DHS Licensure,
DHS PASARR, and DHS Indirect Cost Licensure.  DHS
Licensure is responsible for federally required inspection
and licensure of Title XIX-certified nursing facilities.
DHS PASARR conducts Level II psychiatric evaluations
of Title XIX-certified nursing facility patients who have
been identified through a Level I screening as potentially
having a mental illness.  Finally, DHS Indirect Cost
Licensure represents the cost of administrative functions
performed by non-Licensure Division staff in support of
the Licensure Division.

Increase Child Care Licensure Staff
The budget includes an increase of $294,700 and 5 FTE
Positions from the Federal Child Care and Development
Fund Block Grant for child care licensure staff.  The
approved amount will be used to investigate complaints
related to child care facilities, reduce the backlog for child
care facility license renewals, and conduct annual surveys
of child care facilities.

Annualization of Foster Care Licensing
The budget includes an increase of $25,000 from the
General Fund to annualize funding for foster care home
licensing.  Laws 2003, Chapter 6, 2nd Special Session
appropriated $25,000 and 1 FTE Position in FY 2004 for
the licensing of foster care homes and the approved
amount annualizes this half-year funding.

Ch. 270 Reversion
The budget includes a reduction of $(130,000) to reflect
the reversion of General Fund monies appropriated for the
regulation of hearing aid dispensers, audiologists and
speech-language pathologists, as required by Laws 2004,
Chapter 270 (see Ch. 270 Hearing and Speech
Professions; Fund for more information).

Attorney General Cost Realignment
The budget includes a decrease of $(60,000) from the
General Fund for Attorney General cost realignment.  (See

Attorney General Legal Services line item for more
information.)

Monies in this line item are used to provide licensure
services, which include the monitoring, and enforcement
of health and safety standards for home and community-
based adult health care facilities, nursing homes,
residential behavioral health facilities, and child care
facilities.  Including the increases discussed above, the line
item includes a total of 144.5 FTE Positions from the
General Fund, 11 FTE Positions from the Federal Child
Care and Development Fund Block Grant, and 11.2 FTE
Positions from Federal Title XIX Expenditure Authority.

Attorney General Legal Services
The budget provides $412,800 for Attorney General Legal
Services in FY 2005.  This amount consists of $362,800
from the General Fund and $50,000 from the EMS
Operating Fund.

Attorney General Cost Realignment
The budget includes an increase of $60,000 from the
General Fund and $20,000 from the EMS Operating Fund
to consolidate legal services spending in the Attorney
General Legal Services line item. This consolidation shifts
$60,000 from the General Fund in the Assurance and
Licensure line item and $20,000 from the EMS Operating
Fund in the EMS Operations line item in the Public Health
cost center to the Attorney General Legal Services line
item.  There is no net change to the department.

Indirect Cost Fund
The budget provides $7,053,800 from the Indirect Cost
Fund in FY 2005.  This amount includes an increase for
statewide salary and other adjustments.  Monies in this
line item consist of charges made to federal and non-
appropriated funds and interagency agreements which are
then deposited in the Indirect Cost Fund.  These monies
are used for the administrative overhead costs associated
with operating the programs.  The line item includes 86.7
FTE Positions.

Newborn Screening Fund – Indirect Costs
The budget provides $478,600 from the Newborn
Screening Fund for Newborn Screening Fund Indirect
Costs in FY 2005.  This amount is unchanged from FY
2004.  Monies in this line item provide funding for the
indirect administrative costs of the Newborn Screening
Program, such as accounting, procurement, and Personal
Services.

Nursing Care Institution Incentive Grants
The budget provides $600,000 from the Nursing Care
Institution Resident Protection Fund for incentive grants
for nursing care facilities.  This amount is an increase of
$600,000 above FY 2004.  A footnote in the General
Appropriation Act specifies that the monies shall be used
to provide grants to nursing care institutions that receive
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quality ratings of excellent in 2 consecutive years on their
annual facilities compliance and licensure survey
conducted by the department.  The footnote also specifies
how the department shall calculate the grant amounts and
requires the nursing institutions to use the monies for
direct care nonadministrative staff to improve the quality
of resident care.  Expenditure of these funds is contingent
upon federal approval.

Ch. 270 Hearing and Speech Professions; Fund
Laws 2004, Chapter 270 provides $260,000 from the
Hearing and Speech Professionals Fund in FY 2005 for the
for the regulation of hearing aid dispensers, audiologists
and speech-language pathologists.  The FY 2005 budget as
originally passed included $130,000 from the General
Fund for these purposes.  Chapter 270 requires this
$130,000 to revert to the General Fund.  The Assurance
and Licensure line item reflects this reversion (see
Assurance and Licensure for more details).
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