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Department of Economic Security A.R.S. § 41-1954
    Summary    
    
Director:  Neal Young JLBC Analyst:  Jay Chilton 

 
FY 2009 

 ACTUAL  
FY 2010 

 ESTIMATE  
FY 2011 

 APPROVED   
PROGRAM BUDGET 
Administration 30,052,100  31,554,500  32,014,000  
Aging and Community Services 40,785,800  43,115,000  41,679,500  
Benefits and Medical Eligibility 162,325,100  154,531,500  128,726,800  
Child Support Enforcement 62,537,400  66,133,900  66,783,100  
Children, Youth and Families 287,009,500  295,189,700  296,770,400  
Developmental Disabilities 862,739,100  924,585,000  981,136,100  
Employment and Rehabilitation Services 269,536,300  285,987,500  286,088,700  
Payment Deferral 0  (17,000,000)  0  
5th Special Session Reduction 0  (26,472,300)  (26,472,300)  
7th Special Session Adjustments 0  (31,325,000)  37,539,700  
AGENCY TOTAL 1,714,985,300 1,726,299,800 1,844,266,000
 
OPERATING BUDGET       
Full Time Equivalent Positions 5,948.4  5,889.4  5,473.4 1/ 

Personal Services 133,367,700  149,625,600  149,119,600  
Employee Related Expenditures 57,975,900  54,646,500  56,861,800  
Professional and Outside Services 12,925,000  9,366,800  9,676,800  
Travel - In State 2,373,500  3,396,600  3,396,600  
Travel - Out of State 21,700  29,100  29,100  
Other Operating Expenditures 62,490,000  72,538,000  75,196,100  
Equipment 3,782,900  1,835,400  1,835,400   
OPERATING SUBTOTAL 272,936,700 291,438,000 296,115,400
Special Line Items (SLI) 1,442,048,600 1,434,861,800 1,548,150,600 
AGENCY TOTAL 1,714,985,300 1,726,299,800 1,844,266,000 2/3/4/ 

 
  
FUND SOURCES       
General Fund 613,543,000 531,962,500 634,103,900 5/ 
Other Appropriated Funds       
Child Abuse Prevention Fund 793,100 1,459,100 1,459,800
Child Support Enforcement Administration Fund 14,384,700 15,513,400 16,785,200
Children and Family Services Training Program Fund 209,600 209,500 207,100
Domestic Violence Shelter Fund 2,153,800 2,220,000 2,220,000
Federal CCDF Block Grant 126,325,600 130,448,600 130,688,200
Federal TANF Block Grant 275,814,600 252,650,700 225,060,600
Long Term Care System Fund (Non-Federal Matched) 24,141,500 27,043,400 30,520,500
Public Assistance Collections Fund 216,800 427,600 431,700
Reed Act Grant 3,443,700 3,524,200 3,561,000
Risk Management Fund 181,000 271,500 0
Special Administration Fund 1,046,300 1,135,300 1,135,300
Spinal and Head Injuries Trust Fund 2,196,300 1,875,100 1,874,500
Statewide Cost Allocation Plan Fund 1,000,000 1,000,000 1,000,000
TTHCF Health Research Account 0 200,000 0
Workforce Investment Act Grant 38,941,300 55,954,800 56,052,100
    SUBTOTAL - Other Appropriated Funds 490,848,300 493,933,200 470,996,000
    SUBTOTAL - Appropriated Funds 1,104,391,300 1,025,895,700 1,105,099,900
 
 
 
 
 
 



____________ 
1/ Includes 757.2 GF, 139.2 OF, and 1,120.6 EA FTE Positions funded from Special Line Items in FY 2011. 
2/ The above appropriations are 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 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 
entitlement programs, and (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.  (General Appropriation Act footnote) 

4/ General Appropriation Act funds are appropriated as an Agencywide Operating Lump Sum with Special Line Items by Program.  
5/ Laws 2009, 4th Special Session, Chapter 1 appropriated $42,000,000 from the General Fund in FY 2011 to account for the deferral of FY 2010 payments 

into FY 2011, so that $42,000,000 does not appear in the FY 2011 General Appropriations Act.  Laws 2010, 7th Special Session, Chapter 1 appropriates 
$42,000,000 in FY 2012 to reflect the deferral of FY 2011 payments to FY 2012. 
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FY 2009 

 ACTUAL  
FY 2010 

 ESTIMATE  
FY 2011 

 APPROVED  
 
Expenditure Authority Funds       
Federal Funds 40,596,000 43,544,600 43,668,500
Long Term Care System Fund (Federal Match) 569,998,000 656,859,500 695,497,600
    SUBTOTAL - Expenditure Authority Funds 610,594,000 700,404,100 739,166,100
    SUBTOTAL – Appropriated/Expenditure  
       Authority Funds 

1,714,985,300 1,726,299,800 1,844,266,000

Other Non-Appropriated Funds 770,043,100 1,001,004,100 720,278,800
Federal Funds 881,120,900 1,196,732,700 672,607,100
TOTAL - ALL SOURCES 3,366,149,300 3,924,036,600 3,237,151,900

 

 

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; Aging and Community Services; Benefits and 
Medical Eligibility; Child Support Enforcement; Children, Youth and Families; Developmental Disabilities; and Employment 
and Rehabilitation Services. 

 
Enhanced Federal Match Rate 
 
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.  This results in 
General Fund savings of $41,366,100 during the first 6 
months of FY 2011.  Laws 2010, Chapter 232 would 
adjust these savings for all of FY 2011 if Congress 
approves a 6-month extension of the enhanced FMAP to 
June 30, 2011.  Chapter 232 would result in an additional 
$43,000,000 of General Fund savings for the second half 
of FY 2011 for a total full year savings of $84,366,100.  
The Appropriations Report display is consistent with the 
enhanced FMAP being available through June 30, 2011.  
(See the ARRA Overview and Federal Health Care Reform 
section at the front of the Appropriations Report for 
additional details.) 
 

Payment Deferral 
 
The budget continues the $42,000,000 payment deferral 
from FY 2011 to FY 2012.  The budget includes 
$17,000,000 from the General Fund in FY 2011 as a 
technical adjustment to the Payment Deferral.  
 

Laws 2009, 4th Special Session, Chapter 1 deferred 
$(42,000,000) in payments to DES providers from 
FY 2010 to FY 2011.  This $(42,000,000) payment 
deferral in FY 2010 was larger than the $(25,000,000) 
deferral in FY 2009, so the state realized $17,000,000 in 
one-time General Fund savings in FY 2010.  
 
The $17,000,000 increase in the FY 2011 budget adjusts 
for those one-time savings.  DES plans to defer a total of 
$42,000,000 in payments from the Special Line Items 
specified below: 
 
    FY 2011 
Children Support Services  $  6,200,000 
Emergency Placement  400,000 
Residential Placement  1,400,000 
Foster Care Placement  1,900,000 
Home and Community Based   16,900,000 
 Services – Title XIX 
Child Care  15,200,000 
 
The $42,000,000 in FY 2011 to pay the amount deferred 
from FY 2010 to FY 2011 was appropriated in Laws 2009, 
1st Regular Session, Chapter 12, so this adjustment does 
not appear in the General Appropriation Act; however, the 
amount is included in the General Fund amount for DES in 
this section. 
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The Appropriations Report reflects a full 12 months of 
payments in FY 2011, which consists of $42,000,000 
deferred from FY 2010 and $42,000,000 deferred to FY 
2011.  The FY 2011 General Appropriation Act 
appropriates $42,000,000 in FY 2012 for the deferral of 
these payments.  
  
5th Special Session Reduction 
 
The budget includes $(26,472,300) in FY 2011 to continue 
the 5th Special Session FY 2010 Lump Sum Reduction.  
This amount consists of: 
 
General Fund  (25,944,500) 
Child Abuse Prevention Fund  (118,300) 
Domestic Violence Shelter Fund  (180,000) 
Special Administration Fund  (92,100) 
Spinal and Head Injuries Trust Fund  (137,400) 
 
Some of this lump sum reduction was allocated to the 
agencywide operating budget and some was allocated to 
specific line items for FY 2011 in the General 
Appropriation Act. Table 1 outlines how the agency 
previously reported it would allocate its lump sum 
reduction.  While some of these reductions were allocated 
to specific line items in the General Appropriation Act for 
FY 2011, they are not shown in specific line items in this 
Appropriations Report either for FY 2010 or FY 2011. 

 
7th Special Session Adjustments 
 
The budget includes $37,539,700 in FY 2011 for 7th 
Special Session FY 2011 adjustments.  This amount 
consists of: 
 
General Fund  96,425,300 
Federal TANF Block Grant  (58,885,600) 

The budget includes an increase of $68,864,700 in FY 
2011 for 7th Special Session adjustments.  This amount 
consists of: 
 
General Fund  97,250,300 
Federal TANF Block Grant  (58,885,600) 
 
The components of this change are as follows: 
 
 Additional General Fund Reductions 
The budget includes a decrease of $(2,749,700) from the 
General Fund in FY 2011.  This amount is expected to 
comprise the following reductions: 
 
Developmental Disabilities Enhanced Rates (1,000,000) 
Developmental Disabilities Group   (1,000,000) 
 Home Consolidation 
Eliminate Grandparent Kinship Care  (450,000) 
Privatization Opportunities  (50,000) 
Reduction in Force  (249,700) 
 
While some reductions were intended for specific line 
items, the General Appropriation Act allocated these 
reductions to the agencywide operating budget.  The 
budget also continues a FY 2010 supplemental reduction 
of $(825,000) in FY 2011. 
 
  Backfill Federal Funds 
The budget includes an increase of $100,000,000 from the 
General Fund in FY 2011 to backfill lost Federal Funds.  
As a result of the depletion of the TANF Contingency 
Fund, as well as the one-time nature of the Fiscal 
Stabilization Fund monies from ARRA, DES’ total Federal 
Funds available in FY 2011 is less in FY 2011 than FY 
2010.  In the General Appropriation Act, this appropriation 
was allocated to the agencywide operating budget.  DES 
will allocate the money to the areas where Federal Funds 
had previously been spent.  
 
The Governor allocated a total of $43,300,000 of the 
state’s Fiscal Stabilization Fund to DES programs in 
FY 2010, as follows: 
 
State-Only Home and Community-Based  15,000,000 
 Services  
Children’s Autism Services  2,300,000 
Child Protective Services  5,500,000 
Children Services  18,000,000 
Adoption Services  2,500,000 
 
This $100,000,000 increase can be used to backfill the loss 
of some of those Federal Funds.  Of the $100,000,000, 
$40,000,000 is contingent upon the passage by the voters 
at the November General Election of HCR 2001, which 
would repeal the Early Childhood Development and 
Health Board (also known as First Things First) and 
deposit any unexpended monies, as well as the continuing 
80¢ tobacco tax, in the General Fund.  (See the individual 
sections for the above line items for more details.) 

Table 1 
Allocation of 5th Special Session Lump Sum Reduction 

 

Special Line Item Amount 
Administration Operating $   (934,700) 
Developmental Disabilities Operating  (140,000) 
Home and Community Based Services - Title XIX  (951,400) 1/ 
Home and Community Based Services - State-Only  (1,600,000) 1/ 
Arizona Early Intervention Program  (500,000) 1/ 
Aging and Community Services Operating (425,000) 
Adult Services (1,573,300) 1/ 
Benefits and Medical Eligibility Operating (1,025,000) 
Child Support Enforcement Operating  (975,000) 
Children Youth and Families Operating (2,475,000) 
Children Support Services (1,650,000) 1/ 
Foster Care Placement (450,000) 
Employment and Rehabilitation Services Operating (450,000) 
Independent Living Rehabilitation Services (120,000) 1/ 
Day Care Subsidy (12,675,100) 1/ 

     Total $(25,944,500) 
____________ 
1/ These amounts were allocated to the relevant Special Line Items in the 

General Appropriation Act. 
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  Federal TANF Block Grant Reduction 
The budget includes a decrease of $(28,385,600) from the 
Federal TANF Block Grant in FY 2011 to reduce the 
appropriation from the grant.  The budget also continues 
an FY 2010 reduction of $(30,500,000) from the Federal 
TANF Block Grant in FY 2011 for a total reduction of 
$(58,885,600).  As a result of the loss of the TANF 
Contingency Fund, less funding is available than in prior 
years.  This reduction will better align the grant’s 
appropriation with the funding DES actually will receive 
in FY 2011.  (Please see the Federal Block Grants section 
below for additional information.) 
 
Fund Transfers 
 
The budget includes transfers from this agency’s funds to 
the General Fund.  (Please see the Fund Transfers section 
at the back of this report for more details.) 
 
Other Issues 
 
5% FTE Position Reduction 
Laws 2009, 3rd Special Session, Chapter 11, Section 17 
mandated a 5% General Fund FTE Position reduction by 
February 1, 2010.  This provision requires DES to reduce 
59 General Fund FTE Positions in FY 2010 and an 
additional 141 General Fund FTE Positions in FY 2011.  
These changes have been incorporated in the agency’s 
budget. 
 
In addition to this reduction, Laws 2009, 1st Regular 
Session, Chapter 12 included a lump sum reduction which 
was line-item vetoed by the Governor.  Laws 2009, 4th 
Special Session, Chapter 1 reinstated the line-item vetoed 
funding reductions, but did not include the FTE Position 
reduction. In addition to the 5% mandated reduction 
outlined above, this FTE Position reduction also includes a 
reduction of (334) FTE Positions to incorporate the line-
item vetoed FTE reduction in FY 2011. 
 
Federal Block Grants 
The budget includes $224,265,100 of the state’s federal 
Temporary Assistance for Needy Families (TANF) Block 
Grant allocation.  Table 2 summarizes expected yearly 
revenues, expenditures, and fund balances. 
 
The table compares ongoing revenues and expenditures 
from the TANF Block Grant.  Beginning in FY 2008, DES 
received additional funding from the federal TANF 
Contingency Fund, which was a reserve fund set aside for 
states with rising costs in TANF-related programs.  
Because of rising Food Stamps cases, DES received 
$30,000,000 in FY 2008 and $40,000,000 in FY 2009.  In 
FY 2010, DES continued to be eligible to receive the 
TANF Contingency Fund money, but as the economy has 
worsened, additional states became eligible and the fund 
was depleted.  In FY 2010, DES received a portion of its 
allotment for 1 quarter, or approximately $7,500,000 and 

will receive no funding in FY 2011.  As a result, the 
appropriation from the Federal TANF Block Grant is 
reduced by $(58,885,600).  (See the 7th Special Session 
Reductions SLI for more information.) 
 
In addition to the TANF Contingency Fund, ARRA made 
additional TANF funding available for increased 
assistance caseloads.  DES estimates that it will qualify for 
between $3,000,000 and $4,500,000 in FY 2010 and FY 
2011, which will help mitigate the loss of the Contingency 
Fund money. 
 
Although the table shows a negative ending balance for 
FY 2010, the actual ending balance cannot be negative.  
The agency has the option to roll forward 10% of the total 
TANF Block Grant from FY 2011 into FY 2010.  
Contingency Fund and Emergency Contingency Fund 
revenues are not included in the permanent revenue 
calculation.   
 
Table 3 provides detailed information on TANF 
expenditures and appropriations. 
 
Table 2 

TANF Block Grant Summary 
  Revised Baseline 

 Available TANF Block Grant FY 2010 FY 2011 
Beginning Balance $         50,600  $                  0 
Base Revenues 224,434,400  224,434,400 
Contingency Fund Revenues 7,500,000  0 
Emergency Contingency Fund 3,000,000  3,000,000 

Total – Available TANF  $234,985,000  $227,434,400 
     

Total TANF Expenditures 252,650,700  224,265,100 
    

Ending Balance 1/ $(17,665,700) $   3,169,300 
     

Permanent Revenues vs.  
    Expenditures 2/ 

$(28,216,300) $      169,300 

____________ 
1/ Actual ending balance cannot be negative; the agency will employ 

funding options to balance the appropriation for FY 2010. 
2/ Difference between Base Revenues and Total Expenditures.  

Contingency Fund Revenues are not included in Permanent Revenues. 
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Table 3 
TANF Block Grant Spending 

    
  Revised Change from Baseline 
  FY 2010 FY 2010 FY 2011 
      

Cost Center/Special Line Item     
Administration     
Operating $4,272,800  $0  $4,272,800  
Finger Imaging 127,800  0  127,800  
Attorney General Legal Services    168,900  0     168,900  

Total – Administration $4,569,500  $0 $4,569,500  
      
Benefits and Medical Eligibility     
Operating $15,021,000  $0  $15,021,000  
TANF Cash Benefits  88,236,800  0    88,236,800  

Total – Benefits and Medical Eligibility $103,257,800  $0  $103,257,800  
      
Aging and Community Services     
Operating $248,800  $0  $248,800  
Community and Emergency Services 4,549,000  0  4,549,000  
Coordinated Hunger Program 500,000  0  500,000  
Coordinated Homeless Programs 1,649,500  0  1,649,500  
Domestic Violence Prevention  6,620,700  0    6,620,700  

Total – Aging and Community Services $13,568,000  0  $13,568,000  
      
Children, Youth and Families     
Operating $38,301,300  0  $38,301,300  
Adoption Services 19,302,400  0  19,302,400  
Adoption - Family Preservation Projects 500,000  0  500,000  
Children Support Services 29,929,100  0  29,929,100  
CPS Emergency Placement 3,006,400  0  3,006,400  
CPS Residential Placement 11,166,600  0  11,166,600  
Foster Care Placement 6,223,100  0  6,223,100  
Healthy Families 0  0  0  
Family Builders Program 0  0  0  
Attorney General Legal Services 52,300  0  52,300  
Joint Substance Abuse Treatment (Families FIRST) 2,000,000  0  2,000,000  
Homeless Youth Intervention 0  0  0  
Permanent Guardianship Subsidy    1,743,000  0     1,743,000  

Total – Children, Youth and Families $112,224,200  0  $112,224,200  
      
Employment and Rehabilitation Services     
Operating $6,656,600  $0  $6,656,600  
JOBS 9,894,700  0  9,894,700  
Day Care Subsidy    32,979,900  0     32,979,900  

Total – Employment and Rehabilitation Services $   49,531,200  $0  $   49,531,200  
      

7th Special Session Reduction $(30,500,000)  $(58,885,600) 
      

TOTAL - DEPARTMENT OF ECONOMIC SECURITY $252,650,700  $0  $224,265,100  
      
Beginning Balance $         50,600   $                  0  
TANF Base Revenues 224,434,400   224,434,400  
TANF Contingency Fund Revenues 7,500,000   0  
TANF Stimulus Revenues 3,000,000   3,000,000  
Total TANF Available 234,485,000   227,434,400  
Ending Balance $(17,665,700)1/  $    3,169,300  
____________ 
1/ Actual ending balance cannot be negative. 
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