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Department of Health Services
‐ 5 Principal Functions

 Oversees contracted behavioral health programs
• Seriously Mentally Ill (SMI), General Mental Health and 

Substance Abuse, Children’s Behavioral Health, and 
Comprehensive Medical and Dental Program

 Operates the Arizona State Hospital

 Operates the State Health Laboratory

 Administers public and family health programs

 Licenses health care and child care facilities
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Department of Health Services
‐ General Fund by Agency Function

3($ in Millions)
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Department of Health Services
‐ Total FY 2015 Baseline Funding

$ in M
$   615.6
1,213.2

35.5

9.6
8.8
31.8
310.8
127.3

$2,352.6

General Fund
Federal Medicaid Funds
Tobacco Tax and Health Care Fund Medically 

Needy Account
Arizona State Hospital Fund
Health Services Licensing Fund
Other Appropriated Funds
Other Federal Funds
Non‐Appropriated Funds

Total Resources
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Department of Health Services
‐ Executive Policy Issues

 The Executive includes the following FY 2015                  
Non‐Medicaid changes: $ in K        

GF OF
• Alzheimer’s Research
• Increase total funding to $2.4M

$1,300 $ 0.0

• Surveyor/Manager Salary Increase 0.0 480
• Nursing Care Study 0.0 140

Total $1,300 $620
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Department of Health Services
‐ Translational Genomics Research Institute (TGen)        

 TGen received a $2 million grant in tobacco tax monies from the 
Arizona Biomedical Research Commission (BRC) in FY 2014
• TGen traditionally received approximately $5 million annually from tobacco tax

 TGen also receives a portion of the Alzheimer’s Research Funding

 The Executive proposes that $15 million be distributed to TGen over 
the next 5 years through University of Arizona

 The Executive has indicated that TGen will continue receiving state 
support from BRC and the Alzheimer’s line item

 If Legislature funds TGen, it may want to consider performance or 
other reporting requirements
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Department of Health Services
‐ Total Behavioral Health Funding

• Medicaid population grew by an annual average of 6.5% between FY 2001 
and FY 2013, which does not represent the number who utilized services

• Medical inflation rate grew by an annual average of 3.8% per year

Service Population
FY 2001
Actual

FY 2008
Actual

FY 2015
JLBC Baseline

Medicaid $134.5 $918.9 $1,675.5

Non‐Medicaid 208.0 231.1 197.2

Total $342.5 $1,150.0 $1,872.7

($ in Millions)
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Service Population
FY 2001
Actual

FY 2008
Actual

FY 2015
JLBC Baseline

Medicaid $ 58.3 $358.2 $483.1

Non‐Medicaid 87.1 95.9 100.5

Total $145.4 $454.1 $583.6

($ in Millions)

Department of Health Services
‐ Total Seriously Mentally Ill (SMI) Funding 
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Department of Health Services
‐ Arnold v. Sarn Update

 Lawsuit filed in 1981 alleging that DHS and Maricopa County 
violated their statutory duty to provide community‐based health 
care for Seriously Mentally Ill (SMI) patients

 Lawsuit settlement reached in January 2014 requires DHS:
• To develop additional service capacity;
• Establish a process for determining adequacy of SMI programs;
• Assess whether service capacity beyond the initial targets is needed; and 
• Evaluate whether community service providers are complying with national 

standards

 Reports state proposed agreement does not require additional 
state funding.  JLBC Staff recommends that DHS report on the cost 
of the enhanced service package and components of funding



JLBC 10

Department of Health Services
‐ Arizona State Hospital CMS Certification

 A September 2013 survey concluded that ASH’s capacity to render 
care was substantially limited, thereby affecting patient health and 
safety

 Based on that survey, the federal government plans to terminate 
ASH’s Medicare provider agreement February 12, 2014 unless 
corrective action is taken

 DHS has implemented a correction plan and states it is “extremely 
unlikely” that ASH would lose Medicare certification.  Another CMS 
survey was conducted at ASH during the last week of January

 If CMS certification is revoked, JLBC Staff estimates ASH will lose at 
least $3.5 million in Federal Funds

 The JLBC Staff recommends separate line item for transparency
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Department of Health Services
‐ County SVP and RTC Contributions

SVP
 Under permanent law, the state is responsible for 100% of the daily cost of 

care for Sexually Violent Persons (SVP).  FY 2014 session law requires 
counties to pay the equivalent of 35% of SVP care

 The Baseline readjusts county SVP contributions to 32% of direct costs, 
which is what the county share would have been in FY 2014 without DHS 
overhead costs

RTC
 Under permanent law, the state is responsible for 100% of the daily cost of 

care for Restoration To Competency (RTC) patients treated at ASH
 The Baseline continues FY 2014 session law that requires counties to pay 

100% of the daily cost of care for Restoration to Competency (RTC) 
patients

 The JLBC Staff recommends that SVP and RTC programs should be reported 
as individual line items
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Department of Health Services
‐Website links

 JLBC Baseline –
Department of Health Services

 Executive Budget –
Department of Health Services

http://www.azleg.gov/jlbc/15baseline/dhs.pdf
http://www.ospb.state.az.us/documents/2014/FY15-State%20Agency%20Budget%20-%20online%20edition.pdf#page=189
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