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Department of Health Services A.R.S. § 36-103  
    Summary    
    
Interim Director: Will Humble JLBC Analyst:  Art Smith 

 
FY 2008 

 ACTUAL  
FY 2009 

 ESTIMATE  
FY 2010 

 APPROVED   
PROGRAM BUDGET 
Administration 38,086,500  37,340,500  37,392,300  
Public Health 55,107,000  45,398,100  32,823,300  
Family Health 89,495,600  99,530,300  100,635,100  
Behavioral Health 1,053,610,200  1,269,767,000  1,300,129,400  
Arizona State Hospital 73,781,100  74,397,900  77,509,600  
Lump Sum Reduction 0  (29,108,500)  (49,424,800)  
AGENCY TOTAL 1,310,080,400 1,497,325,300 1,499,064,900
 
OPERATING BUDGET       
Full Time Equivalent Positions 1,821.4  1,818.4  1,657.4 1/ 
Personal Services 47,964,000  48,440,800  48,440,800  
Employee Related Expenditures 17,391,800  17,125,900  17,157,200  
Professional and Outside Services 9,036,400  8,545,500  8,545,500  
Travel - In State 198,200  257,700  257,700  
Travel - Out of State 16,500  23,200  23,200  
Other Operating Expenditures 21,902,300  20,205,700  20,205,700  
Equipment 871,900  741,700  741,700   
OPERATING SUBTOTAL 97,381,100 95,340,500 95,371,800
Special Line Items (SLI) 1,212,699,300 1,401,984,800 1,403,693,100 
AGENCY TOTAL 1,310,080,400 1,497,325,300 1,499,064,900 2/3/4/5/6/7/

 
  
FUND SOURCES       
General Fund 572,021,000 533,581,400 458,168,100
Other Appropriated Funds       
Arizona State Hospital Fund 5,661,000 6,165,900 11,159,500
ASH Land Earnings Fund 276,100 1,150,000 1,150,000
Capital Outlay Stabilization Fund 1,558,800 1,578,000 1,578,000
Child Fatality Review Fund 99,000 99,100 99,100
Emergency Medical Services Operating Fund 4,980,900 5,579,200 5,154,800
Environmental Laboratory Licensure Revolving Fund 758,200 953,300 935,200
Federal Child Care and Development Fund Block Grant 811,700 829,200 832,200
Health Services Licensing Fund 0 0 4,493,400
Hearing and Speech Professionals Fund 323,100 331,400 321,900
Indirect Cost Fund 9,056,900 8,461,300 7,827,500
Newborn Screening Program Fund 5,241,700 6,384,000 6,812,700
Nursing Care Institution Resident Protection Fund 360,000 38,000 38,000
Substance Abuse Services Fund 2,500,000 2,375,000 2,250,000
TTHCF Health Research Account 1,000,000 1,000,000 1,000,000
TTHCF Medically Needy Account 35,047,300 36,324,800 36,324,800
Vital Records Electronic Systems Fund 443,000 468,000 433,700
    SUBTOTAL - Other Appropriated Funds 68,117,700 71,737,200 80,410,800
    SUBTOTAL - Appropriated Funds 640,138,700 605,318,600 538,578,900
Expenditure Authority Funds       
Title XIX Funds 669,941,700 892,006,700 960,486,000
    SUBTOTAL - Expenditure Authority Funds 669,941,700 892,006,700 960,486,000
    SUBTOTAL - Appropriated/Expenditure  
      Authority Funds 

1,310,080,400 1,497,325,300 1,499,064,900

Other Non-Appropriated Funds 111,689,700 101,844,200 101,844,200
Federal Funds 292,079,900 290,424,700 290,424,700
TOTAL - ALL SOURCES 1,713,850,000 1,889,594,200 1,891,333,800

   
 



____________ 
1/ Includes 438.5 GF, 177.2 OF, and 41 EA FTE Positions funded from Special Line Items in FY 2010.  
2/ In addition to the appropriation for the Department of Health Services, earnings on state lands and interest on the investment of the Permanent Land 

Funds are appropriated to the State Hospital in compliance with the Enabling Act and the Constitution of Arizona.  (General Appropriation Act footnote) 
3/ The department shall report to the Joint Legislative Budget Committee by March 1 of each year on preliminary actuarial estimates of the capitation rate 

changes for the following fiscal year along with the reasons for the estimated changes.  For any actuarial estimates that include a range, the total range 
from minimum to maximum shall be no more than 2%.  Before implementation of any changes in capitation rates for the AHCCCS-Children’s 
Rehabilitative Services Line Item and any Title XIX Behavioral Health line items, the Department of Health Services shall report its expenditure plan for 
review by the Joint Legislative Budget Committee.  Before the department implements any changes in policy affecting the amount, sufficiency, duration 
and scope of health care services and who may provide services, the department shall prepare a fiscal impact analysis on the potential effects of this 
change on the following year's capitation rates.  If the fiscal analysis demonstrates that these changes will result in additional state costs of $500,000 or 
greater for a given fiscal year, the department shall submit the policy changes for review by the Joint Legislative Budget Committee.  (General 
Appropriation Act footnote) 

4/ 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 Chairpersons of the Senate and House of Representatives Appropriations Committees, and the 
Director of the Joint Legislative Budget Committee by the 30th of the following month.  The report shall include an estimate of (1) potential shortfalls in 
programs, (2) potential Federal and Other Funds, such as the statewide assessment for indirect costs, that may be available to offset these shortfalls, and a 
plan, if necessary, for eliminating any shortfall without a supplemental appropriation, and (3) total expenditure authority of the month and year-to-date 
for Seriously Mentally Ill State Match for Title XIX, Seriously Mentally Ill Non-Title XIX, Children's Behavioral Health Services, Children's Behavioral 
Health State Match for Title XIX, Mental Health Non-Title XIX, Substance Abuse Non-Title XIX, Seriously Emotionally Handicapped Children and 
Children's Rehabilitative Services.  (General Appropriation Act footnote) 

5/ Any transfer to or from the amounts appropriated for Seriously Mentally Ill State Match for Title XIX, Seriously Mentally Ill Non-Title XIX, Arnold v. 
Sarn, Vital Records Maintenance, Folic Acid, Children's Behavioral Health Services, Children's Behavioral Health State Match for Title XIX, Mental 
Health Non-Title XIX, Substance Abuse Non-Title XIX, Mental Health and Substance Abuse State Match for Title XIX, Children's Rehabilitative 
Services, AHCCCS - Children's Rehabilitative Services, Adult Cystic Fibrosis, Adult Sickle Cell Anemia, High Risk Perinatal Services, County Prenatal 
Services Grant, Community Placement Treatment, Dual Eligible Copay Subsidy, Sexually Violent Persons, County Tuberculosis Provider Care and 
Control, Community Health Centers, Vaccines, Renal and Nonrenal Disease Management, AIDS Reporting and Surveillance, Telemedicine and Poison 
Control Centers Funding shall require review by the Joint Legislative Budget Committee.  The department may transfer monies between the amounts 
appropriated for Proposition 204 Children's Behavioral Health Services, Proposition 204 Seriously Mentally Ill Services, and Proposition 204 General 
Mental Health and Substance Abuse without review by the Joint Legislative Budget Committee but may not transfer monies to and from these line items 
to any other line item except as provided above without review by the Joint Legislative Budget Committee.  The amounts appropriated for these items 
shall be used exclusively for contracts for the provision of services to clients unless a transfer of monies is reviewed by the Joint Legislative Budget 
Committee or unless otherwise permitted to be expended for administrative costs as specified in this act.  Monies shall not be used from these 
appropriated amounts for any other expenses of the Department of Health Services, unless a transfer of monies is reviewed by the Joint Legislative 
Budget Committee. (General Appropriation Act footnote) 

6/ It is the intent of the Legislature that the Department of Health Services make the reductions associated with the agencywide lump sum reduction against 
administrative functions and, to the extent possible, not against programmatic functions.  (General Appropriation Act footnote) 

7/ General Appropriation Act funds are appropriated as an Agencywide Operating Lump Sum with Special Line Items by Program.  As appropriated by 
Laws 2009, 3rd Special Session, Chapter 11. 
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AGENCY DESCRIPTION — The Department of Health Services (DHS) is responsible for the provision of most public 
health programs not administered by AHCCCS, most behavioral health programs, the Arizona State Hospital (ASH), 
emergency medical services, state laboratory support, vital records maintenance, disease control, and epidemiological 
monitoring. 

 
General Appropriation Act 
 
The DHS budget is contained in Laws 2009, 3rd Special 
Session, Chapter 11 (HB 2006).  The budget was originally 
included in Laws 2009, Chapter 12 (HB 2643).  The 
Governor, however, line-item vetoed certain sections of 
the legislation concerning the lump sum reduction and 
intent statements on the use of the federal American 
Recovery and Reinvestment Act of 2009 (ARRA) funds 
(see sections below).  In the 3rd Special Session, the 
Legislature, as part of HB 2006, restored the original 
HB 2643 language without the line-item vetoes.  Rather 
than include a single agencywide lump sum reduction line, 
the DHS budget structure was revised to an agencywide 
operating budget.  The Special Line Items continued to be 
displayed by cost center.  The agencywide lump sum 
reduction was then netted against the operating budget.  
While the funding level remained the same as HB 2643, 
HB 2006 no longer contained a lump sum reduction line.  
This version of the budget was signed. 
 

Lump Sum Reduction  
 
The budget includes an agencywide lump sum reduction of 
$(29,108,500) for the midyear FY 2009 revisions and 
$(49,424,800) for FY 2010.  The latter reduction reflects 
the adjustment to the originally enacted FY 2009 
appropriation. 
 
    FY 2009 FY 2010 
Lump Sum Reduction 
General Fund  $(26,157,500) $(43,715,300) 
 
Personnel Expense Reduction 
General Fund  (1,328,600) (3,193,800) 
Emergency Medical Services (104,700) (249,300) 
 Operating Fund 
Environmental Laboratory  (17,300) (41,300) 
 Licensure Revolving Fund 
Hearing and Speech Professionals (8,800) (20,900) 
 Fund 
Indirect Cost Fund  (160,600) (382,300) 
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Newborn Screening Program Fund (81,000) 0 
Vital Records Electronic Systems (6,700) (16,000) 
 Fund 
 
Fund Reduction and Transfer 
EMS Operating   (299,200) (598,300) 
Indirect Cost   (453,800) (907,600) 
Newborn Screening Program  (340,300) 0 
Substance Abuse Services  (125,000) (250,000) 
Vital Records Electronic   (25,000) (50,000) 
 Systems  
 
Federal Assistance 
 
The budget includes a decrease of $(133,171,600) from the 
General Fund and a corresponding increase of 
$133,171,600 from Federal Title XIX Expenditure 
Authority in FY 2010 for federal assistance.  (Please see 
the ARRA Summary section at the front of the 
Appropriations Report for additional information.) 
 
The 2009 American Recovery and Reinvestment Act 
(ARRA) increased the Federal Medical Assistance 
percentage (FMAP) for Title XIX populations from 
October 1, 2008 until December 31, 2010.  Typically, 
Arizona receives approximately a 2:1 match for most Title 
XIX services, but ARRA increases this amount to 
approximately a 3:1 match from October 1, 2008 to 
December 31, 2010.  In FY 2010, the blended rate would 
have been 65.76%, but due to the enhanced FMAP, the 
federal government will pay 75.93% of Title XIX costs.  In 
FY 2009, the federal government paid 66.2% of most Title 
XIX services from July 2008 through September 2008, 
75.01% from October 2008 through March 2009, and 
75.93% from April 2009 through June 2009.  The increase 
from 75.01% to 75.93% was due to a formula specified in 
ARRA based on the state’s unemployment rate.   
 
In order to qualify for the enhanced FMAP, states: 
 
• cannot lower existing eligibility limits for Title XIX 

populations; 
• cannot increase county percent of state match;  
• cannot increase monthly premiums for Title XIX 

enrollees; and  
• cannot change redetermination periods.  
 
States are allowed to reduce benefit levels, however, as 
long as they comply with other federal regulations.  These 
limitations are applicable only during the time in which a 
state receives the enhanced FMAP and do not apply to 
Title XXI populations (KidsCare and KidsCare Parents), 
administrative services (typically funded at 50%), 
disproportionate share hospital payments, nor any program 
which already receives an enhanced FMAP. 
 
Due to the temporary nature of the enhanced FMAP, the 
General Appropriation Act includes the enhanced FMAP 
in a separate section.  While costs shown in the individual 

cost center narratives reflect the regular FMAP, the DHS 
summary table includes the enhanced FMAP savings.   
 
In addition to the enhanced FMAP, DHS will receive other 
additional funding associated with ARRA.  Of the state’s 
approximately $1,000,000,000 allocation, $185,000,000 
may be expended for any broad purpose not subject to 
legislative appropriation.  In a footnote in Chapter 11, the 
Legislature expressed its intent that $11,600,000 of the 
$185,000,000 be expended in DHS for Community Health 
Centers.  
 
FTE Position Reduction 
 
The budget includes a decrease of (161) FTE Positions for 
a lump sum FTE Position reduction.  (Please see the 
General Provisions section.)   
 
Laws 2009, 3rd Special Session, Chapter 11, Section 17 
requires every General Fund supported agency, board, 
commission, or other state entity to reduce its number of 
FTE Positions by 5% on or before February 1, 2010.  This 
reduction has not been recorded in the summary table 
above.  The actual impact of this provision is to be 
determined. 
 
Fund Transfers 
 
The budget includes the following midyear FY 2009 
revisions and FY 2010 transfers to the General Fund from 
the funds listed below:  
 
    FY 2009 FY 2010 
Child Fatality Review - EBT  $   (186,900) $(135,300) 
EMS Operating - EBT  (377,600) (685,800) 
EMS Operating - FRAT  (299,200) (598,300) 
EMS Operating - Salary  (104,700) (249,300) 
Environmental Laboratory  (115,400)  0 
 Licensure Revolving 
  Fund - EBT 
Environmental Laboratory  (17,300) (41,300) 
 Licensure Revolving 
 Fund - Salary   
Hearing and Speech   (8,800) (20,900) 
 Professionals - Salary 
Indirect Cost - EBT  (1,129,900) (707,800) 
Indirect Cost - FRAT  (453,800) (907,600) 
Indirect Cost - Salary  (160,600) (382,300) 
Newborn Screening Program ` (1,334,500) 0 

- EBT 
Newborn Screening Program  (340,300) 0 

- FRAT 
Newborn Screening Program  (81,000) 0 
 - Salary 
Substance Abuse Services  (204,300) (408,800) 

- EBT 
Substance Abuse Services  (125,000) (250,000) 

- FRAT 
Vital Records Electronic   (687,200) (378,400) 
 Systems - EBT 
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Vital Records Electronic   (25,000) (50,000) 
 Systems - FRAT 
Vital Records Electronic   (6,700) (16,000) 
 Systems - Salary 
 
In addition, Laws 2009, 1st Special Session, Chapter 1 
included the following FY 2009 fund transfer: Nursing 
Care Institution Protection - FRAT of $(353,700). 
However, Laws 2009, 1st Regular Session, Chapter 1 
repealed this fund transfer.   
 
FY 2009 Supplemental 
 
The budget includes an increase of $32,017,800 for higher 
than anticipated caseload growth in FY 2009.  These 
amounts consist of: 
 
General Fund   11,050,300 
Federal Title XIX Expenditure Authority 20,967,500 
 
Of the General Fund amount, $13,683,900 was due to 
higher than budgeted caseload and inflation in Behavioral 
Health Services.  However, these additional costs are 
partially offset by slower than budgeted growth in 
Children’s Rehabilitative Services, resulting in General 
Fund of $(2,633,600).  (Please see the respective line items 
for additional information.) 
 
Fee Increase 
 
The FY 2010 budget presumed the passage of legislation 
to allow the department to continue fee increases originally 
authorized in FY 2009 to generate an additional $600,000, 
and appropriates the additional revenue earned from those 
fee increases to the department (SB 1025, 3rd Special 
Session).  The Governor vetoed this bill. 
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