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The O f f i c e  o f  the Aud i t o r  General has prepared agencywide Sunset Fac to r s  

f o r  the Ar i zona  Department o f  Hea l t h  Serv ices  (DHS), i n  response t o  a  

June 2 ,  1987, r e s o l u t i o n  o f  the J o i n t  L e g i s l a t i v e  Ove rs i gh t  Committee. 

These f a c t o r s  were prepared as p a r t  o f  the Sunset Review se t  f o r t h  i n  

Ar izona Revised S t a t u t e s  5341-2351 through 41-2379. 

The Ar izona Department o f  Hea l t h  Serv ices  was e s t a b l i s h e d  i n  1974 through 

the c o n s o l i d a t i o n  o f  the S t a t e  Department o f  H e a l t h ,  A r i zona  Hea l t h  

P lanning A u t h o r i t y ,  C r i pp l ed  C h i l d r e n  Serv ices ,  A r i zona  S t a t e  H o s p i t a l ,  

and the Anatomy Board i n t o  a  s i n g l e  department w i t h  a  v a r i e t y  o f  

r e s p o n s i b i l i t i e s .  

DHS has 5 d i v i s i o n s  and 13 suppor t  se r v i ces  o f f i c e s .  The department i s  

programmat ica l ly  organized by genera l  category  t o  meet p u b l i c  h e a l t h  

needs. DHS' f i v e  d i v i s i o n s  i nc l ude  the D i v i s i o n s  o f  Behav io ra l  Hea l t h  

Serv ices,  Fami ly  Hea l t h  Se rv i ces ,  Emergency Medical  Serv ices /  Hea l t h  Care 

F a c i l i t i e s ,  Disease Preven t ion  Se rv i ces ,  and the S t a t e  Labo ra to r y .  Some 

o f  the depar tment 's  13 support  se r v i ces  o f f i c e s  were p r e v i o u s l y  grouped 

under a  D i v i s i o n  o f  A d m i n i s t r a t i o n ,  bu t  t h i s  d i v i s i o n  was d i s s o l v e d  i n  

order t o  meet recent  mandated budget r educ t i ons .  

Dur ing t h i s  a u d i t  we prepared the  twelve s t a t u t o r y  Sunset Fac to r s  f o r  the 

department. We a l s o  reviewed severa l  a d m i n i s t r a t i v e  f u n c t i o n s ,  and 

developed a  f i n d i n g  on the c o n t r a c t i n g  process. 

DHS Contract i ng Procedures 
Need Stronger Central Oversight (see pages 17 through 26) 

DHS needs t o  s t reng then  c o n t r o l s  over i t s  c o n t r a c t i n g  process.  A l though 

con t rac t  p r a c t i c e s  under the d i r e c t  c o n t r o l  o f  DHS' Con t rac ts  

Admin is t ra t  i on  Sect i on  (CAS) appear s t r ong ,  c o n t r a c t i n g  procedures 

ou ts ide  o f  CAS' c o n t r o l  a re  weak. The department appears t o  comply w i t h  

those p r o v i s i o n s  o f  the procurement code f o r  which CAS has a u t h o r i t y  and 

r e s p o n s i b i l i t y ,  such as a d v e r t i s i n g ,  approval  s i g n a t u r e s ,  and i n c l u s i o n  



o f  c e r t a i n  requ i red  i n f o rma t i on  i n  s o l i c i t a t i o n  documents. However, CAS 

t y p i c a l l y  has no involvement i n  e v a l u a t i n g  p roposa ls ,  s e l e c t i n g  

c o n t r a c t o r s ,  o r  n e g o t i a t i n g  c o n t r a c t  terms. As a  r e s u l t ,  the s e c t i o n  

cannot v e r i f y  whether program s t a f f  comply w i t h  procurement code 

requirements f o r  those s tages .  I n  a d d i t i o n ,  CAS' r o l e  s tops as soon as 

the con t rac t  i s  s igned,  l eav i ng  program s t a f f  s o l e l y  respons ib le  f o r  a l l  

subsequent phases o f  c o n t r a c t  management. 

Our a u d i t  work a l s o  revealed weaknesses i n  the awarding and m o n i t o r i n g  o f  

c o n t r a c t s .  Al though we d i d  no t  document widespread problems throughout 

the department, the a n a l y s i s  does i n d i c a t e  problems w i t h  i n d i v i d u a l  

o f f i c e s  and d i v i s i o n s  and the  p o l i c i e s  they p r a c t i c e .  For example, the 

O f f i c e  o f  Emergency Serv ices  (OEMs) (under the  D i v i s i o n  o f  Emergency 

Medica l  S e r v i c e d H e a l t h  Care F a c i l i t i e s )  had t o  r e i ssue  f i s c a l  year 1988 

request f o r  proposals  (RFP) because the c o n t r a c t s  were awarded based on 

f a c t o r s  no t  l i s t e d  i n  the RFP. We found o t h e r  examples where programs 

f a i  l ed  t o  c rea te  or  r e t a i n  c o n t r a c t  award documentat ion as r e q u i r e d  by 

law. A lso ,  a u d i t  work i n d i c a t e s  the re  i s  poor c o n t r a c t  m o n i t o r i n g  i n  

severa l  d i v i s i o n s  o r  programs. Th i s  lack o f  m o n i t o r i n g  cou ld  make i t  

d i f f i c u l t  t o  te rm ina te  a  c o n t r a c t  f o r  poor performance. 

St ronger  p a r t i c i p a t i o n  by CAS cou ld  address some o f  the c o n t r o l  and 

mon i t o r i ng  problems we i d e n t i f i e d .  F i r s t ,  s i nce  CAS has e x p e r t i s e  i n  

c o n t r a c t i n g  and f a m i l i a r i t y  w i t h  the procurement law, t he  s e c t i o n  should 

d i r e c t l y  p a r t i c i p a t e  i n  a l l  phases o f  the procurement process and o v e r a l l  

c o n t r a c t  management. Second, CAS should a l s o  p a r t i c i p a t e  i n  the awarding 

and e v a l u a t i n g  o f  the c o n t r a c t s .  P r e s e n t l y ,  those e v a l u a t i n g  c o n t r a c t  

proposals  cons i s t  l a r g e l y  o f  program s t a f f  who have p r i o r  o r  cu r ren t  

involvement w i t h  c o n t r a c t  p r o v i d e r s .  I n c l u d i n g  CAS i n  the process cou ld  

reduce the o p p o r t u n i t i e s  f o r  b i a s  and abuse. However, i n  the  pas t  

severa l  years  CAS' s t a f f  has been reduced from s i x  t o  t h ree  p o s i t i o n s  and 

CAS may no t  c u r r e n t l y  have enough s t a f f  t o  adequate ly  p a r t i c i p a t e  i n  t h i s  

process.  
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INTRODUCTION AND BACKGROUND 

The O f f i c e  o f  the Aud i t o r  General has prepared agencywide Sunset Fac to r s  

f o r  the Department o f  Hea l t h  Serv ices  (DHS) i n  response t o  a  June 2 ,  

1987, r e s o l u t i o n  o f  the J o i n t  L e g i s l a t i v e  Overs igh t  Committee. These 

Sunset f a c t o r s  were prepared as a  p a r t  o f  the Sunset Review se t  f o r t h  i n  

Ar izona Revised S t a t u t e s  (A.R.S.)  5541-2351 through 41-2379. 

DHS was c rea ted  i n  1974 pursuant  t o  A.R.S. 536-102 e t  seq. by 

c o n s o l i d a t i n g  severa l  agencies i n t o  a  s i n g l e  department w i t h  a  v a r i e t y  o f  

r e s p o n s i b i l i t i e s .  These agencies inc luded  the S t a t e  Department o f  

Hea l t h ,  Ar izona Hea l t h  P lann ing  A u t h o r i t y ,  C r i p p l e d  C h i l d r e n  Se rv i ces ,  

Ar izona S t a t e  H o s p i t a l ,  and the Anatomy Board. 

Organ iza t ion  

DHS has 5 d i v i s i o n s  and 13 suppor t  se r v i ces  o f f i c e s .  The department i s  

programmat ica l ly  organized by genera l  category  t o  meet p u b l i c  h e a l t h  

needs. DHS' f i v e  d i v i s i o n s  i nc l ude  the D i v i s i o n s  o f  Behav io ra l  Hea l t h  

Serv ices ,  Fami ly  Hea l t h  Se rv i ces ,  Disease P reven t i on  Se rv i ces ,  and 

Emergency Medical  Serv ices/HeaI th  Care F a c i l i t i e s ,  and the S t a t e  

Labora to ry .  Below i s  a  b r i e f  d e s c r i p t i o n  o f  each d i v i s i o n ,  

r D i v i s i o n  o f  Behav io ra l  H e a l t h  Serv ices  - The d i v i s i o n  i s  
respons ib le  f o r  ope ra t i ng  the Ar izona S t a t e  H o s p i t a l  and Southern 
~ r i z o n a  Mental  ~ e a . l t h  c e n t e r .  I t  a l s o  p rov i des  se rv i ces  through the  
O f f i c e  o f  Community Behav io ra l  Hea l t h .  The Ar i zona  S t a t e  H o s p i t a l  i s  
located i n  Phoenix and p rov i des  i n - p a t i e n t  p s y c h i a t r i c  ca re  and 
treatment f o r  r es i den t s  s u f f e r i n g  from severe mental  and emot ional  
i l l n e s s e s  and d i so rde rs .  The Southern Ar i zona  Mental  Hea l t h  Center 
i n  Tucson i s  a  S t a t e  operated treatment cen te r  p r o v i d i n g  s p e c i a l i z e d  
mental h e a l t h  se r v i ces  t o  r es i den t s  o f  Pima County and Southern 
Ar izona.  The O f f i c e  o f  Community Behav io ra l  Hea l t h  Serv ices  
con t rac t s  w i t h  r eg iona l  n o n p r o f i t  e n t i t i e s  t o  p r o v i d e  a  program o f  
prevent i on ,  i n t e r v e n t  i on ,  and treatment se r v i ces  i n  the areas o f  
substance abuse, mental i l l n e s s ,  and domestic v i o l e n c e .  

r D i v i s i o n  o f  Family H e a l t h  Se rv i ces  - The four  program o f f i c e s  o f  
Familv Hea l t h  p rov ide  a  v a r i e t y  o f  se r v i ces  f o r  women, c h i l d r e n ,  and 
e l d e r i y  people .  The d i v i s i o n  o f f e r s  supplemental food programs 
through the O f f i c e  o f  N u t r i t i o n  Se rv i ces .  The O f f i c e  o f  C h i l d r e n ' s  
R e h a b i l i t a t i v e  Serv ices  p rov i des  a  wide range o f  h e a l t h  ca re  t o  
Ar izona c h i l d r e n  w i t h  spec ia l  needs such as c h r o n i c  i l l n e s s  o r  



handicapping c o n d i t i o n .  The O f f i c e  o f  Denta l  Hea l t h  o rgan izes  a  
v a r i e t y  o f  den ta l  hea l  t h  programs focus ing  on prevent  i ve  s e r v i c e s .  

The O f f i c e  o f  Materna l  and Chi I d  Hea l t h  o f f e r s  a  v a r i e t y  o f  programs 
t o  promote op t ima l  h e a l t h  o f  newborns and c h i l d r e n  0-18 yea rs  o f  age 
i n c l u d i n g  a  m idw i f e  l i c e n s i n g  program, p e r i n a t a l  ca re ,  and f am i l y  
p lann ing  programs. 

0 D i v i s i o n  o f  Disease P reven t i on  Serv ices  - The d i v i s i o n  engages i n  a  
v a r i e t y  o f  p u b l i c  h e a l t h  a c t i v i t i e s  i n c l u d i n g  a  b i r t h  d e f e c t s  and 
cancer r e g i s t r y ,  i n spec t i ng  wholesale food es tab l i shmen ts ,  AIDS 
educat ion and counse l i ng ,  m o n i t o r i n g  s e x u a l l y  t r a n s m i t t e d  d iseases,  
t ube rcu los i s  c o n t r o l  and env i ronmenta l ,  c h r o n i c ,  i n f e c t i o u s  d isease ,  
ep idemio log ica l  and educa t iona l  i n i t i a t i v e s .  

e D i v i s i o n  o f  Emergency Medica l  Serv ices /Hea l th  Care F a c i l i t i e s  - The 
d i v i s i o n  e s t a b l i s h e s  standards and rev iews se rv i ces  p rov i ded  by 
h o s p i t a l s ,  h e a l t h  maintenance o r g a n i z a t i o n s ,  s u r g i c e n t e r s ,  
spec ia l i zed  h e a l t h  care cen te r s ,  n u r s i n g  homes, supe rv i so r y  care 
f a c i l i t i e s ,  and c h i l d  day-care cen te r s .  The d i v i s i o n  a l s o  r egu la tes  
ambulance s e r v i c e  and c e r t i f i e s  emergency medica l  t e c h n i c i a n s .  

0 S t a t e  Laboratory  - The S t a t e  lab p rov ides  l abo ra to r y  s e r v i c e s  t o  
S t a t e  and l o c a l  government agencies,  h o s p i t a l s ,  and independent 
l abo ra to r i es .  The lab a l s o  conducts annual i n spec t i ons  o f  o ther  
l abo ra to r i es .  I n  a d d i t i o n ,  the d i v i s i o n  conducts t echn i ca l  t r a i n i n g  
f o r  l abo ra to r i ans  t o  ma in ta i n  o r  improve t h e i r  d i a g n o s t i c  and 
a n a l y t i c a l  c a p a b i l i t i e s .  

The department has 13 o f f i c e s  which p rov i de  suppor t  s e r v i c e s .  ( 1  

P r e v i o u s l y ,  some o f  these support  se r v i ces  were grouped under a  D i v i s i o n  

o f  Adm in i s t r a t i on ,  bu t  t h i s  d i v i s i o n  o f f i c e  has been d i s s o l v e d  due t o  

mandated budget c u t s .  Thi r ty -one FTEs were c u t  from DHS' D i v i s i o n  o f  

Adm in i s t r a t i on  a c t i v i t i e s  i n  f i s c a l  year 1987-88. Accord ing t o  DHS 

management, department cutbacks mandated by the Execu t i ve  Budget O f f i c e  

and the L e g i s l a t u r e  i n  recent  years  were absorbed by personnel  c u t s  i n  

the D i v i s i o n  o f  A d m i n i s t r a t i o n .  A t t r i t i o n  i n  t h i s  o f f i c e  and con t inued  

e f f o r t s  t o  reduce c o s t s  w i t hou t  c u t s  i n  s e r v i c e  led  t o  the depar tment ' s  

dec i s i on  t o  e l i m i n a t e  the d i v i s i o n .  The a d m i n i s t r a t i v e  o v e r s i g h t  d u t i e s  

a re  now assumed by the  D i r e c t o r ' s  O f f i c e .  

( 1 )  The 13 o f f i c e s  a r e  A d m i n i s t r a t i v e  Counsel, A f f i r m a t i v e  A c t i o n ,  A u d i t i n g  O f f i c e ,  

Management I n f o r m a t i  on Systems, F i  nanc i  a1 S e r v i c e s ,  Bus iness O f f  i c e ,  Local  and 

Border  Hea l th ,  Personnel Management, P lann ing  and H e a l t h  S t a t u s  M o n i t o r i n g ,  Pub1 i c  

I n f o r m a t i o n  O f f i c e ,  Spec ia l  I n v e s t i g a t i o n s ,  S t a f f  Development & T r a i n i n g ,  and V i t a l  

Records. 



S t a f f i n g  and Budget 

DHS has a  t o t a l  o f  1 ,501.5  S t a t e  funded and 147.32 f e d e r a l l y  funded 

p o s i t i o n s  w i t h i n  the  5 d i v i s i o n s  and 13 suppor t  s e r v i c e s  o f f i c e s  f o r  

f i s c a l  year 1989-90. 

The Department o f  H e a l t h  S e r v i c e s  r e c e i v e s  o p e r a t i n g  money f rom the 

federa l  government and a  genera l  fund a p p r o p r i a t i o n .  S t a t e  fund ing  was 

approx imate ly  $145 m i  l l  i o n  i n  f i s c a l  year 1987-88. The agency r e c e i v e s  

money from the f e d e r a l  government i n  t h e  f ~ r m  o f  g r a n t s .  I n  1989-90, the  

department w i  l l r e c e i v e  an e s t i m a t e d  $42 m i  l l i o n  i n  f e d e r a l  g r a n t  

monies. The b u l k  o f  t h i s  money w i  l l go t o  the  D i v i s i o n  o f  Fami l y  H e a l t h  

Serv ices t o  fund such programs as Supplemental Food Program - Women, 

I n f a n t s ,  and C h i l d r e n  ( W I G ) ,  Den ta l  H e a l t h  Educat ion f o r  the  Aging and 

E l d e r l y ,  and Ch i ld /Ado lescen t  I n j u r y  P r e v e n t i o n  I n i t i a t i v e .  

The depar tment 's  and d i v i s i o n s '  genera l  fund e x p e n d i t u r e s  f o r  f i s c a l  

years  1986-87 through 1988-89 a re  shown i n  Table  1  (page 4 ) .  

Scope o f  Audit 

We addressed the  12 s t a t u t o r y  Sunset F a c t o r s .  A n a l y s i s  o f  DHS' 

performance r e g a r d i n g  these f a c t o r s  i s  presented on pages 7 through 1 6 .  

I n  a d d i t i o n ,  we reviewed DHS' c o n t r a c t i n g  p rocess ,  t h e  expans ion o f  DHS' 

management i n f o r m a t i o n  systems, and o t h e r  a d m i n i s t r a t i v e  a c t i v i t i e s .  

Based on t h i s  rev iew we developed a  F i n d i n g  on the  c o n t r a c t i n g  process 

(see pages 17 through 261, and Other P e r t i n e n t  I n f o r m a t i o n  on the  

management i n format  i o n  systems (see pages 27 through 31 1 .  



TABLE 1 

DEPARTMENT OF HEALTH SERVICES 

STATEMENT OF ACTUAL EXPENDITURES - ALL FUNDS 
FISCAL YEARS 1986-87 THROUGH 1988-89 

(unaud i t ed ) 

Actua l  
1986-87 

Ac tua l  
1987-88 

Ac tua l  
1988-89 

D i v i s i o n :  
O f f i c e  o f  t he  D i r e c t o r  
A d m i n i s t r a t i o n  
Southern A r i zona  Menta l  

H e a l t h  Center 
Behav io ra l  H e a l t h  Se rv i ces  
Environmental  H e a l t h  Serv ices  
D  i sease Con t ro l  
Fami ly  Hea l t h  
Emergency Medica l  Serv ices /  

H e a l t h  Care F a c i l i t i e s  
Labo ra to ry  Se rv i ces  

T o t a l  D i v i s i o n s  

Expend i tu res :  
Personal  s e r v i c e s  
Employee-related 
P ro fess iona l  and 

o u t s i d e  s e r v i c e s  
T r a v e l ,  i n - s t a t e  

o u t - o f - s t a t e  
Food 
A i d  t o  o r g a n i z a t i o n s  
A i d  t o  i n d i v i d u a l s  
Other o p e r a t i n g  
C a p i t a l  o u t l a y  

15,264,343 
598,917 
I l l  ,912 

1 ,897 ,298  
61 ,882 ,149  
10 ,046,704 
11 .067,839 
3 .234.852 

T o t a l  Expendi t u r e s  

(a1  I n t e r n a l  r e s t r u c t u r i n g  d u r i n g  t h i s  per rod  t r a n s f e r r e d  behav io ra l  h e a l t h  expend i tu res  from t h e  

O f f i c e  of t h e  D i r e c t o r  t o  a separate d i v r s i o n ,  and combined A d m r n i s t r a t i o n  and t h e  O f f i c e  of  t h e  
D i r e c t o r  i n t o  a s i n g l e  d i v i s i o n .  

( b )  Southern Ar i zona  Mental  Hea l th  Center *as incorpora ted  i n t o  t h e  D i v i s i o n  of  Behavioral H e a l t h  
Serv ices.  

( c I  Environmental  H e a l t h  Serv ices was removed from DHS t o  become t h e  Department of  Environmental  
Qua1 i t y .  

Source: Ar izona F i n a n c i a l  In format ion  System 



T h i s  a u d i t  was conducted i n  accordance w i t h  g e n e r a l l y  accepted 

governmental a u d i t i n g  s tandards .  

The A u d i t o r  General and s t a f f  express a p p r e c i a t i o n  t o  t h e  D i r e c t o r  and 

s t a f f  o f  the Department o f  H e a l t h  S e r v i c e s  f o r  t h e i r  c o o p e r a t i o n  and 

ass is tance  d u r i n g  t h e  a u d i t .  



SUNSET FACTORS 

I n  accordance w i t h  A.R.S. 341-2354, the L e g i s l a t u r e  should  cons ider  the 

f o l l o w i n g  12 f a c t o r s  i n  de te rm in i ng  whether the Department o f  Hea l t h  

Serv ices  (DHS) should  be con t inued  o r  te rm ina ted .  

1 . Ob jec t i ve  and purpose i n  e s t a b l  i sh ing  t he  agency 

DHS was es tab l  ished i n  1974 (A.R.S. $36-102 e t  seq . )  by 

conso l i da t i ng  seve ra l  agencies i n t o  a  s i n g l e  department w i t h  a  

v a r i e t y  o f  r e s p o n s i b i l i t i e s .  These agencies i nc l uded  the  S t a t e  

Department o f  H e a l t h ,  A r i zona  Hea l t h  P lann ing  A u t h o r i t y ,  C r i p p l e d  

Ch i ld ren  Se rv i ces ,  A r i zona  S t a t e  H o s p i t a l ,  and the Anatomy Board. 

According t o  the  depar tment ' s  enab l i ng  a c t ,  DHS i s  r espons ib l e  f o r  

p rov i d i ng  o r  promot ing the  f o l l o w i n g  seven a c t i v i t i e s :  

" . . . I )  q u a l i t y  h e a l t h  ca re  i n  c o o r d i n a t i o n  w i t h  the p r i v a t e  
sector p r o v i d e r s ,  t o  t he  c i t i z e n s  o f  t h i s  s t a t e ;  2 )  cos t  
con t ro l  mechanisms t h a t  w i l l  i n su re  t h a t  the cos t s  o f  h e a l t h  
care t o  the c i t i z e n s  o f  t h i s  s t a t e  a r e  j u s t i f i e d  and 
equ i t ab l e ;  3 )  c o n t r o l  o f  q u a n t i t y  and q u a l i t y  o f  h e a l t h  care 
f a c i l i t i e s  w i t h i n  the s t a t e ;  4 )  necessary h e a l t h  s e r v i c e s  f o r  
med i ca l l y  dependent c i t i z e n s  o f  t h i s  s t a t e ;  5) e s s e n t i a l  
hea l t h  care s e r v i c e s ,  i n c l u d i n g  bu t  no t  l i m i t e d  t o ,  emergency 
medicine, p r e v e n t i v e  med ic ine ,  men ta l ,  mate rna l ,  and medica l  
rehabi I i t a t  i on; 6) comprehensive and c o n t i n u i n g  p l ann ing ,  
i nc l ud ing  assessment, i d e n t i f i c a t i o n  and p u b l i c a t i o n  o f  h e a l t h  
needs i n  t h i s  s t a t e ;  7 )  compliance w i t h  s tandards i n  l i c e n s i n g  
o f  h e a l t h  f a c i l i t i e s . "  

2. T h e e f f e c t i v e n e s s  w i t h  which t h e  agency has met i t s  o b j e c t i v e  and 
purpose and t he  e f f i c i e n c y  w i t h  which i t  has opera ted  

DHS has been e f f e c t i v e  i n  meet ing i t s  o v e r a l l  o b j e c t i v e  and 

purpose. However, our p rev i ous  r e p o r t s  i d e n t i f i e d  numerous ways 

the Department o f  H e a l t h  Serv ices  cou ld  improve i t s  e f f i c i e n c y  and 

e f f e c t i v e n e s s .  I n  t h i s  r e p o r t ,  we recommend t h a t  DHS improve i t s  

o v e r a l l  c o n t r a c t i n g  process by i nc reas ing  i t s  Con t rac t  

Adm in i s t r a t i on  S e c t i o n ' s  involvement i n  the p rocess .  The s e c t i o n ' s  

expanded r o l e  would i nc l ude  p a r t i c i p a t i o n  i n  a l l  phases o f  

con t rac to r  s e l e c t i o n  and development and implementat ion o f  

mon i to r ing  procedures.  



I n  a d d i t i o n ,  our o the r  a u d i t  work i n  the department showed t h a t  

e f f i c i e n c y  and e f f e c t i v e n e s s  cou ld  be improved w i t h i n  each o f  the 

d i v i s i o n s  o r  o f f i c e s  we reviewed. I n  some o f  these areas the 

department was a t  the  t ime o f  the a u d i t ,  e v a l u a t i n g  a  course o f  

a c t i o n  o r  a c t i o n  was i n  process t o  implement changes recommended i n  

the a u d i t .  I n  o t h e r  a reas ,  the department has s i nce  made o r  i s  i n  

the process o f  making recommended changes. 

a The H e a l t h  Care F a c i l i t i e s  Func t i on  (HCFF) c o u l d  increase i t s  

e f f e c t i v e n e s s  through the  use o f  a  s t ronger  enforcement p o l i c y  

f o r  n u r s i n g  and supe rv i so r y  care homes. I n  severa l  cases DHS 

f a i l e d  t o  use a v a i l a b l e  enforcement o p t i o n s ,  a l l o w i n g  some 

day-care cen te r s  and n u r s i n g  hclnes t o  repea ted ly  v i o l a t e  s t a t e  

r u l e s  and r e g u l a t i o n s  (see performance a u d i t  r e p o r t  88-5) .  The 

department has r e c e n t l y  s t rengthened i t s  enforcement p o l i c i e s  i n  

each a rea  by deve lop ing  procedures manuals, ass i gn ing  

enforcement r e s p o n s i b i l i t i e s  t o  s p e c i f i c  employees and making 

g rea te r  use o f  i n t e rmed ia te  sanc t i ons .  

a The O f f i c e  o f  Emergency Medica l  Serv ices  (OEMs) cou ld  increase 

i t s  a b i l i t y  t o  measure emergency medica l  t e c h n i c i a n  (EMT) 

competence by adop t ing  an examinat ion t h a t  v a l i d l y  measures 

c r i t i c a l  s k i l l s .  We found OEMs gave the i d e n t i c a l  examinat ion 

year a f t e r  year and recommended t ha t  the o f f i c e  use the  n a t i o n a l  

r e g i s t r y  examinat ion f o r  EMTs (see  performance a u d i t  r epo r t  

88-12).  S ince our a u d i t ,  the o f f i c e  has ob ta ined  a  bank o f  

v a l i d  ques t ions  t h a t  can be used t o  generate  new examinat ions.  

a E f f i c i e n c y  o f  the Women, I n f a n t s ,  and C h i l d r e n  Program ( W I C )  i n  

the D i v i s i o n  o f  Fami ly  Hea l t h  Serv ices  !FHS) cou ld  be enhanced 

by implement ing an i n f a n t  for!nuIa reba te  program s imi  l a r  t o  

programs used i n  o the r  s t a t e s .  Aud i t o r  General a n a l y s i s  found 

t ha t  Ar i zona  cou ld  save as rnuch 3s $310,000 per month by 

i n s t i t u t i n g  the new program. This would a l l o w  the  S t a t e  t o  

serve an addi  t i ona l  6,900 people .  The department was e v a l u a t i n g  

an i n f a n t  fo rmu la  reba te  program a t  the  t ime o f  the  a u d i t  and 

has s i nce  implemented a  reba te  program. Another FHS program, 



Chi l d r e n ' s  Rehabi l  i t a t  i v e  Serv ices  (CRS), may no t  be address ing 

the most s i g n i f i c a n t  medical  problems o f  i t s  c l i e n t s .  Ser ious  

i l l n e s s e s  such as hemoph i l i a  and bronchopulmonary d i s p l a s i a  a re  

no t  funded, w h i l e  o the r  i l l n e s s e s  which a re  e a s i l y  t r e a t e d  a re  

funded (see performance a u d i t  r e p o r t  89-1).  CRS i s  c u r r e n t l y  

rev iewing i t s  medica l  e l i g i b i l i t y  c r i t e r i a  t o  determine whether 

s p e c i f i c  c o n d i t i o n s  should  be added o r  d e l e t e d .  

r The D i v i s i o n  o f  Disease P reven t i on  Serv ices  cou ld  improve 

r e p o r t i n g  o f  s e x u a l l y  t r a n s m i t t e d  d iseases .  For example, we 

found t h a t  the d i v i s i o n  cou ld  b e t t e r  u t i l i z e  l abo ra to r y  r e p o r t s ,  

increase i t s  c o n t a c t s  w i t h  h e a l t h  ca re  p r o v i d e r s ,  work w i t h  

medical l i c e n s i n g  boards,  d i s t r i b u t e  mass m a i l i n g s ,  and make 

p e r i o d i c  con tac t s  w i t h  randomly se l ec ted  h e a l t h  p r o v i d e r s  

throughout the  S t a t e  i n  an e f f o r t  t o  ensure cons is tency  i n  

r e p o r t i n g  (see performance a u d i t  r e p o r t  89-2). The d i v i s i o n  has 

s ince  i n i t i a t e d  e f f o r t s  i n  many o f  these areas t o  improve 

r e p o r t i n g .  

r The Ar i zona  S t a t e  H o s p i t a l  (ASH) has d i f f i c u l t y  p r o v i d i n g  

adequate s t a f f  on i t s  t reatment  u n i t s  due t o  i t s  extreme 

s t a f f i n g  problems. Because o f  the  type o f  s e r i o u s l y  i l l  

p a t i e n t s  the h o s p i t a l  i s  d e a l i n g  w i t h ,  i t  i s  impor tant  t o  have 

adequate s t a f f .  However, shor tages o f  s t a f f  a re  a  common 

occurrence on t he  t reatment  u n i t s .  These shor tages stem from 

the  h o s p i t a l ' s  h i g h  tu rnover  and extended vacanc ies .  Some o f  

ASH'S e f f o r t s  t o  cover the shor tages caused by the vacancies 

a c t u a l l y  inc rease  the  problem. ASH should  address problems 

c o n t r i b u t i n g  t o  t u rnove r ,  and should  a l s o  cons ider  a  

comprehensive s tudy  t o  determine i t s  long-term s t a f f i n g  needs 

(see performance a u d i t  r epo r t  89-9).  

r The O f f i c e  o f  V i t a l  Records (OVR) can increase e f f i c i e n c y  and 

customer s e r v i c e  i n  severa l  ways. OVR can b e t t e r  u t i l i z e  i t s  

in-house computer system. Most b i r t h  c e r t i f i c a t e s  issued a re  

photocopies o f  the o r i g i n a l  records  r a t h e r  than the 

faster - to-produce,  computer-generated cop ies .  I n  a d d i t i o n ,  OVR 

needs t o  improve i t s  record  s torage room. The present  f a c i  l i  t y  

9  



lacks adequate p h y s i c a l  s e c u r i t y  and has poor c l i m a t e  c o n t r o l s .  

(The department has requested funds t o  address these problems i n  

the l a s t  t h r e e  budget r eques t s . )  F u r t h e r ,  weak and l i m i t e d  

i n t e r n a l  c o n t r o l s  p r o v i d e  o p p o r t u n i t y  f o r  OVR employees t o  make 

unau thor i zed  use o f  records  (see performance a u d i t  r e p o r t  89-5).  

e The D i v i s i o n  o f  Behav io ra l  Hea l t h  Serv ices  has been lax  i n  

m o n i t o r i n g  the performance o f  a d m i n i s t r a t i v e  e n t i t i e s .  

Impor tant  d e f i c i e n c i e s  and problems have gone undiscovered o r  

uncor rec ted  because t he  department i s  no t  conduc t ing  adequate 

s i t e  v i s i t s ,  v e r i f y i n g  s e r v i c e s ,  or  f o l l o w i n g  up when problems 

a re  d iscovered .  M o n i t o r i n g  has n o t  been a  management p r i o r i t y ,  

and s t a f f  respons ib le  f o r  m o n i t o r i n g  e n t i t i e s  have no t  rece ived 

c l e a r  d i r e c t i o n  (see performance a u d i t  r epo r t  89-10).  

3 .  The extent  t o  which the agency has operated w i t h i n  the publ ic  
i n t e r e s t  

The Department o f  Hea l t h  Se rv i ces  has g e n e r a l l y  operated i n  the 

pub1 i c  i n t e r e s t  by deve lop ing ,  c o o r d i n a t i n g ,  m o n i t o r i n g ,  and 

p r o v i d i n g  h e a l t h  care and h e a l t h  care r e l a t e d  a c t i v i t i e s .  For 

example, the  D i v i s i o n  o f  Disease Preven t ion  Serv ices  coord ina tes  

immunizat ion programs w i t h  the coun t i es  t o  p r o t e c t  c i t i z e n s  from 

whooping cough and measles;  the O f f i c e  o f  Emergency Medical  

Serv ices  p rov i des  monies t o  r u r a l  emergency s e r v i c e  p r o v i d e r s  i n  

a t tempts  t~ ensure t h a t  a l l  c i t i z e n s  rece ive  adequate emergency 

medical  ca re ;  the  D i v i s i o n  o f  Fami ly  Hea l t h  Se rv i ces  adm in i s t e r s  

the U . S .  Department o f  A g r i c u l t u r e ' s  Spec ia l  Supplemental Food 

Program f o r  Women, I n f a n t s ,  and C h i l d r e n  t o  improve the  n u t r i t i o n  

o f  low income pregnant and postpar tum women, and c h i l d r e n  under the 

age o f  f i v e ;  the  D i v i s i o n  o f  Emergency Medical  S e r v i c e d H e a l t h  Care 

F a c i l i t i e s  Long-Term Care O f f i c e  p rov ides  t echn i ca l  ass is tance ,  

r e l a t e d  suppor t  se r v i ces ,  and i n f o r m a t i o n  t o  i n d i v i d u a l s ,  f a m i l i e s ,  

and long-term h e a l t h  care p r o v i d e r s .  

I n  our a u d i t s  o f  the depar tment ,  we i d e n t i f i e d  ways DHS can b e t t e r  

p r o t e c t  the  pub1 i c ' s  i n t e r e s t .  These a c t i v i t i e s  inc lude  

improvement o f  t e s t i n g  procedures f o r  emergency medica l  t echn i c i ans  



(see performance a u d i t  r epo r t  88 -12 ) ,  b e t t e r  i n s p e c t i o n  o f  and 

fo l low-up  on n u r s i n g  home v i o l a t i o n s  (see performance a u d i t  r e p o r t  

88-5) ,  and improved p u b l i c  n o t i f i c a t i o n  o f  meet ings h e l d  by the 

Governor 's  Task Force on AIDS (see performance a u d i t  r epo r t  89-2) .  

Fo l low up con tac t s  w i t h  the department i n d i c a t e  t h a t  i t  i s  a c t i n g  

i n  each o f  these a reas .  

4 .  The ex ten t  t o  which r u l e s  and r e g u l a t i o n s  promulgated by t he  agency 
a re  c o n s i s t e n t  w i t h  t he  l e g i s l a t i v e  mandate 

The depar tment 's  r u l e s  and r e g u l a t i o n s  appear t o  be c o n s i s t e n t  w i t h  

i t s  l e g i s l a t i v e  mandate. The A t t o rney  Genera l ' s  O f f i c e ,  the  

Governor 's  Regu la to ry  Review Counc i l ,  and DHS' A d m i n i s t r a t i v e  

Counsel a re  a l l  r espons ib l e  f o r  rev iew ing  agency r u l e s  and 

regu la t i ons  t o  determine i f  they a re  c o n s i s t e n t  w i t h  s t a t u t e .  The 

department has at tempted t o  i nvo l ve  i t s  own a d m i n i s t r a t i v e  counsel 

e a r l y  i n  the  process t o  ensure necess i t y  and l e g a l i t y  o f  the  

proposed r u l e s .  I n  a d d i t i o n ,  r u l e s  p roposa ls  a re  reviewed by t he  

Governor 's  Review Counci l  f o r  comments. P u b l i c  hear ings  a re  then 

h e l d .  F i n a l l y ,  the  A t t o rney  Gene ra l ' s  O f f i c e  reviews department 

r u l e s  through the  formal c e r t i f i c a t i o n  process as r equ i r ed  by law. 

5 .  The ex ten t  t o  which t h e  agency has encouraged i npu t  from t h e  p u b l i c  
b e f o r e  p romu lga t ing  i t s  r u l e s  and r e g u l a t i o n s  and t he  e x t e n t  t o  
which i t  has in formed t he  p u b l i c  as t o  i t s  a c t i o n s  and t h e i r  
expected impact on t he  p u b l i c  

T y p i c a l l y ,  r u l e  p romu lga t ion  i n  the Department o f  Hea l t h  Serv ices  

i s  i n i t i a t e d  by d i v i s i o r ,  program s t a f f .  Th i s  u s u a l l y  happens i n  

response t o  new l e g i s l a t i o n  o r  a  need t o  update e x i s t i n g  r u l e s .  

D r a f t  r u l e s  a re  reviewed by the a s s i s t a n t  d i r e c t o r s ,  then forwarded 

t o  the  O f f i c e  o f  A d m i n i s t r a t i v e  Counsel f o r  c o n f i r m a t i o n .  D r a f t s  

may then be ma i l ed  t o  i n t e r e s t e d  p a r t i e s  f o r  comments, o r  a  seminar 

may be conducted t o  e x p l a i n  the ex ten t  o f  the r u l e s  and ga ther  

i n p u t .  Any r e v i s i o n s  t o  the proposal  a re  a l s o  reviewed and 

approved be fo re  s u b m i t t i n g  the r u l e s  t o  the  d i r e c t o r  f o r  o f f i c i a l  

a c t i o n .  



Rule p roposa ls  a re  sent t o  each o f  the l oca l  h e a l t h  o f f i c e r s  f o r  

pos t i ng .  When a  r u l e  proposal  i s  l i k e l y  t o  be c o n t r o v e r s i a l ,  a  

press re lease  i s  a l s o  issued.  Anyone nay o b t a i n  a  copy o f  the 

proposed r u l e  f rom the department a t  any t ime.  A f t e r  the r u l e  i s  

approved by t he  Governor ' s  Regu la to ry  Review Counc i l ,  an 

i n f o rma t i ve  summary o f  the r u l e  i s  p r i n t e d  and d i s t r i b u t e d  by the 

O f f i c e  o f  the  Sec re ta r y  o f  S t a t e .  P u b l i c  hea r i ngs ,  when scheduled, 

a re  u s u a l l y  h e l d  i n  t h ree  t o  f i v e  l o c a t i o n s  s t a t e w i d e .  P u b l i c  

comments whether w r i t t e n  o r  o r a l  a re  accepted up t o  a t  l eas t  one 

week a f t e r  the f i n a l  p u b l i c  hea r i ng .  

6 .  The extent  to  which the agency has been able t o  i n v e s t i g a t e  and 
resolve complaints w i t h i n  i t s  jur i sd ic t ion  

The department has no t  agg ress i ve l y  pursued o r  r eso l ved  compla in ts  

i n  severa l  cases. Our rev iew o f  the O f f i c e  o f  Emergency Medical  

Serv ices ,  the  H e a l t h  Care F a c i l i t i e s  Func t i on ,  and the D i v i s i o n  o f  

Family H e a l t h  Serv ices  found v a r i o u s  problems w i t h  compla in t  

r e s o l u t i o n .  F i r s t ,  the O f f i c e  o f  Emergency Medica l  Serv ices  has 

l o s t  o r  mishandled comp la i n t s .  The o f f i c e  was unable  t o  t e l l  how 

many compla in ts  i t  had rece ived  and what a c t i o n  was taken.  The 

m a j o r i t y  o f  t he  comp la in ts  rece ived  t h a t  we documented were never 

i nves t i ga ted  (see performance a u d i t  r epo r t  88-12).  Second, a  

review o f  comp la i n t s  concern ing n u r s i n g  homes and day-care cen te rs  

found many t h a t  con ta ined  se r i ous  a l l e g a t i o n s  t h a t  had no t  been 

adequately addressed by the Hea l t h  Care F a c i l i t i e s  Func t i on ,  Hea l th  

Care L i cens ing  O f f i c e .  Many o f  these a l l e g a t i o n s  were l a t e r  

subs tan t i a t ed  by t he  d i v i s i o n ' s  own i nspec to r s .  However, l i t t l e  or  

no a c t  i on  was taken by DHS (see per forn~ance audi t r e p o r t  88-5) .  

F i n a l l y ,  our a u d i t  work i n  the D i v i s i o n  o f  Fami l y  H e a l t h  Se rv i ces ,  

Midwi fe  and Hear ing  A id  Dispensers (HAD) l i c e n s i n g  programs, found 

a  h i s t o r y  o f  poor compla in t  hand l i ng  and r e s o l u t i o n .  The HAD 

program d i d  no t  t r a c k  o r  log i t s  camp la in ts .  The m idw i f e  l i c e n s i n g  

program lacked any formal compla in t  t r a c k i n g  and i n v e s t i g a t i o n  

system (see performance a u d i t  r epo r t  89-1). 



To improve compla in t  hand l i ng  i n  these t h ree  a reas ,  the department 

has taken v a r i o u s  s teps .  The O f f  i c e  o f  Emergency Medica l  Serv ices  

has e s t a b l i s h e d  an automated compla in t  t r a c k i n g  process.  Th is  

should  h e l p  the o f f i c e  respond and i n v e s t i g a t e  comp la in ts  i n  a  more 

t i m e l y  manner. I n  a d d i t i o n ,  DHS has recommended laws t o  s t reng then  

enforcement o p t i o n s  i n  the h e a l t h  care f u n c t i o n s  area.  DHS 

o f f i c i a l s  f e e l  t h a t  severa l  s t a t u t o r y  changes w i l l  g i v e  the Hea l t h  

Care F a c i l i t i e s  Func t i on  more enforcement power. Accord ing t o  

department o f f i c i a l s ,  t h i s  should h e l p  t o  more q u i c k l y  reso lve  

compla in ts  aga ins t  repeat o f f ende rs .  I n  a d d i t i o n ,  these s t a t u t o r y  

changes should  h e l p  DHS improve e f f o r t s  t o  v a l i d a t e  compla in ts  

aga ins t  l i censees .  F i n a l l y ,  the D i v i s i o n  o f  Fami ly  Hea l t h  Serv ices  

has added a  compla in t  t r a c k i n g  system t o  govern m idw i fe  and HAD 

compla in ts .  A l so ,  FHS i s  r e v i s i n g  comp la in t  i n v e s t i g a t i o n s  

procedures.  Bo th  a c t i o n s  shou ld  a l l o w  the d i v i s i o n  t o  respond t o  

compla in ts  i n  a  more t i m e l y  manner. 

The extent  to  which the Attorney General,  or any other appl icable 
agency o f  S t a t e  government has the a u t h o r i t y  to  prosecute act ions 
under enabling l e g i s l a t i o n  

The A t t o rney  Genera l ,  the County A t t o rneys ,  and the l oca l  county 

h e a l t h  boards a l l  have a u t h o r i t y  under department s t a t u t e s  t o  

prosecute un law fu l  a c t i o n s  under DHS enab l i ng  l e g i s l a t i o n .  

Accord ing t o  the  department,  depending on the d i v i s i o n  and the type 

o f  un l aw fu l  a c t  t h a t  has occur red ,  the respons ib le  p rosecu t ing  

e n t i t y  i s  con tac ted .  The ma t t e r  i s  then pursued by t h a t  e n t i t y .  

For example, any l ega l  a c t i o n s  needed i n  the H e a l t h  Care F a c i l i t i e s  

Func t ion  r e l a t i n g  t o  n u r s i n g  homes would be handled by the Hea l t h  

Care L icensure  O f f i c e  w i t h i n  t h a t  d i v i s i o n  w i t h  the  ass is tance  o f  

the A t t o rney  Gene ra l ' s  O f f i c e  and the County A t t o rney  o f  the county 

i n  which the home opera tes .  

8 .  The extent  to  which the agency has addressed d e f i c i e n c i e s  i n  i t s  
enabling s t a t u t e s  which prevent i t  from f u l f i l l i n g  i t s  s ta tu tory  
mandates 

Dur i ng  the  1989 l e g i s l a t i v e  sess ion DHS requested o r  suppor ted,  and 



the L e g i s l a t u r e  approved, numerous b i l l s  t o  address s p e c i f i c  

s t a t u t o r y  d e f i c i e n c i e s .  Some key p ieces  o f  l e g i s l a t i o n  in t roduced  

and approved a re  as f o l l o w s .  

0 HB 2013 - Mental Health; Treatment 
The l e g i s l a t i o n  c l a r i f i e s  c o n f i d e n t i a l i t y  s t a t u t e s  f o r  fami l y  

involvement and r e q u i r e s  a  case manager/community agency t o  

which a  p a t i e n t  o f  ASH i s  be ing  t r a n s f e r r e d  t o  be i nvo l ved  i n  

the p a t i e n t ' s  p l a n  o f  c a r e .  The l e g i s l a t i o n  a l s o  d e f i n e s  the 

du ty  o f  mental h e a l t h  p r o v i d e r s  t o  warn i d e n t i f i a b l e  v i c t i m s  o f  

imminent and e x p l i c i t  t h r e a t .  

0 HI3 2419 - Day Care; Intermediate Sanctions 

The law s t reng thens  the  depar tment ' s  a b i l i t y  t o  take a c t i o n  

aga ins t  day-care center? and day-care group homes. The law 

p rov ides  f o r  i n t e rmed ia te  sanc t ions  such as bans on admiss ions,  

mandatory capac i t y  r educ t i ons ,  and t e r m i n a t i o n  o f  s p e c i f i c  

s e r v i c e s .  I t  d e l e t e s  the p r o v i s i o n  r e q u i r i n g  the department t o  

make o n - s i t e  v i s i t s  t o  document each day o f  a  v i o l a t i o n .  

HE? 2419 was based on recommendat ions from our o f f  i c e  t h a t  DHS 

s t reng then  s t a t u t e s  t o  take in te rmed ia te  sanc t ions  aga ins t  

l i censed  h e a l t h  care f a c i l i t i e s .  

0 SB 1312 - Children Camps 

Th is  law a l l ows  DHS t o  de lega te  r e s p o n s i b i l i t y  f o r  l i c e n s i n g  and 

i nspec t i ng  c h i l d r e n ' s  camps t o  county h e a l t h  departments.  

0 SB 1355 - Health Care Licensure 

The law a l l ows  the department t o  e s t a b l i s h  and c o l l e c t  l i cense  

and bu i  l d i n g  pe rm i t  fees f o r  h e a l t h  ca re  i n s t i t u t i o n s .  I t  a l so  

a l l ows  the department t o  e s t a b l i s h  r i l l e s  f o r  background checks 

o f  a p p l i c a n t s  who seek h e a l t h  care l i censes  and g i v e s  the 

department the  a u t h o r i t y  t o  e s t a b l i s h  r u l e s  f o r  deny ing those 

same a p p l i c a n t s .  



a SB 1414 - F i n g e r p r i n t i n g  

The law a l l ows  DHS t o  f i n g e r p r i n t  c h i l d r e n ' s  behav io ra l  h e a l t h  

se r v i ces  c o n t r a c t  p rov i de r  personne l .  I n  a d d i t i o n ,  manslaughter 

and aggravated assau l t  were added t o  the l i s t  o f  c r i m i n a l  

o f fenses  t h a t  can be i d e n t i f i e d  through the f i n g e r p r i n t  

r e g i s t r a t i o n  program. 

I n  a d d i t i o n ,  20 o the r  b i l l s  which impact the department and i t s  

opera t ions  were passed. 

9. The ex ten t  t o  which changes a r e  necessary i n  the  laws o f  t he  agency 
t o  adequately comply w i t h  the  f a c t o r s  l i s t e d  i n  the  Sunset Law 

Based on our a u d i t s  o f  the Department o f  Hea l t h  Se rv i ces ,  we have 

recommended i n  p rev ious  r e p o r t s  t h a t  the L e g i s l a t u r e  cons ider  the 

f o l l o w i n g  changes t o  DHS s t a t u t e s .  

0 Prov ide DHS w i t h  s t a t u t o r y  a u t h o r i t y  t o  impose fees adequate t o  

recover cos t s  f o r  examining and c e r t i f y i n g  emergency medical  

t echn i c i an  a p p l i c a n t s  (see performance a u d i t  r e p o r t  88-12). 

a Amend A.R.S. 9936-1901 through 36-1938 t o  g i v e  DHS the a u t h o r i t y  

t o  order  hea r i ng  a i d  d ispenser  l i censees  t o  make r e s t i t u t i o n  t o  

compla inants .  I n  a d d i t i o n ,  amend A.R.S. 3936-751 through 36-757 

t o  g i v e  m idw i f e  l i c e n s i n g  program personnel  t he  a u t h o r i t y  t o  

access p a t i e n t  records from the a d m i t t i n g  h o s p i t a l  (see 

performance a u d i t  r epo r t  89-11. 

10. The ex ten t  t o  which t he  t e r m i n a t i o n  o f  t he  agency would 
s i g n i f i c a n t l y  harm t h e  p u b l i c  h e a l t h ,  s a f e t y ,  o r  w e l f a r e  

Regu la t ion  o f  h e a l t h  ca re  and h e a l t h  care r e l a t e d  a c t i v i t i e s  i s  

necessary f o r  the  p r o t e c t i o n  o f  the p u b l i c  h e a l t h ,  s a f e t y ,  and 

we l f a re .  The need f o r  the c o n t r o l ,  guidance, educa t ion ,  

i n t e r v e n t i o n ,  and m o n i t o r i n g  o f  h e a l t h  care and i t s  a c t i v i t i e s  i s  

w e l l  e s t a b l i s h e d .  A l l  50 s t a t e s  and the f ede ra l  government 

r egu la te  h e a l t h  care a c t i v i t i e s ,  a l though  r e g u l a t o r y  s t r u c t u r e s  

va ry  d ramat i ca l  l y .  Termina t ing  DHS would p robab ly  r e q u i r e  t h a t  



o the r  S ta te  agencies o r  l oca l  governments assume the depar tment ' s  

c u r r e n t  r e s p o n s i b i l i t i e s .  

11. The e x t e n t  t o  which t h e  l e v e l  o f  r e g u l a t i o n  exe rc i sed  by t he  agency 4 
i s  a p p r o p r i a t e  and whether l ess  o r  more s t r i n g e n t  l e v e l s  o f  
r e g u l a t i o n  would be a p p r o p r i a t e  

Our a u d i t  work suggests t h a t  the Department o f  Hea l t h  Serv ices  

r e g u l a t i o n  i s  a p p r o p r i a t e  i n  most areas.  However, a u d i t  work 

conducted i n  the O f f i c e  o f  Emergency Medica l  Serv ices and Hea l t h  

Care F a c i l i t i e s  Func t i on  i n d i c a t e  s t ronger  r e g u l a t o r y  a c t i o n  may be 

needed t o  ensure compliance w i t h  a l l  a p p l i c a b l e  S t a t e  laws. I n  

a d d i t i o n ,  our work suggests t h a t  s t ronger  enforcement a c t i o n s  may 

be needed (see performance aud i  t  r e p o r t s  88-5 and 88-1 2 ) .  

12. The ex ten t  t o  which t he  agency has used p r i v a t e  c o n t r a c t o r s  i n  t he  
performance o f  i t s  d u t i e s  and how e f f e c t i v e  use o f  t he  p r i v a t e  
c o n t r a c t o r s  cou ld  be accompl ished 

DHS uses c o n t r a c t i n g  e x t e n s i v e l y .  The department con t rac ted  f o r  

over $106 m i l l i o n  i n  p r o f e s s i o n a l  and o u t s i d e  se rv i ces  i n  f i s c a l  

year 1988. 



FINDING I 

DHS CONTRACTING PROCEDURES 

NEED STRONGER CENTRAL OVERSIGHT 

The Department o f  H e a l t h  Serv ices  needs t o  s t reng then  c o n t r o l  over i t s  

c o n t r a c t i n g  p rocess .  DHS spent more than $106 m i l l i o n  f o r  c o n t r a c t  

se r v i ces  i n  f i s c a l  year  1989, w i t h  a u t h o r i t y  f o r  the c o n t r a c t s  s c a t t e r e d  

throughout the depar tment .  However, DHS has l i t t l e  sys temat i c  c o n t r o l  

over many aspects o f  i t s  c o n t r a c t i n g  process.  DHS p o l i c y  g i ves  program 

managers ex tens ive  r e s p o n s i b i l i t i e s  i n v o l v i n g  c o n t r a c t s .  However, due t o  

s t a f f  reduc t ions  i n  the Cont rac ts  A d m i n i s t r a t i o n  Sec t i on  (CAS), l i m i t e d  

suppor t  and o v e r s i g h t  i s  a v a i l a b l e  t o  the program managers from persons 

knowledgable i n  c o n t r a c t i n g  procedures.  Moreover, DHS' p o l i c y  o f  

d e c e n t r a l i z a t i o n  p rov i des  l i t t l e  o p p o r t u n i t y  f o r  d i v i s i o n  o r  program s t a f f  

t o  share s o l u t i o n s  t o  common problems. St ronger  p a r t i c i p a t i o n  by the 

Cont rac ts  A d m i n i s t r a t i o n  Sec t i on  cou ld  improve c o n t r a c t i n g  p r a c t i c e s  and 

f a c i l i t a t e  communication. 

Con t rac t i ng  R e s p o n s i b i l i t i e s  and A c t i v i t i e s  
w i t h i n  DHS Are Very D e c e n t r a l i z e d  

DHS spends m i l l i o n s  o f  d o l l a r s  each year f o r  c o n t r a c t  s e r v i c e s .  Dur ing  

f i s c a l  year 1988-89 the  department spent $106 m i l l i o n  (see F igu re  1 ,  page 

18) on 1,046 c o n t r a c t s  and amendments. Al I f i v e  d i v i s i o n s  and the 

d i r e c t o r ' s  o f f i c e  use c o n t r a c t s  t o  o b t a i n  goods and s e r v i c e s .  Two 

d i v i s i o n s ,  Behav io ra l  H e a l t h  Serv ices  and Fami ly  Hea l t h  Serv ices ,  

accounted f o r  91 percen t  o f  the depar tment ' s  c o n t r a c t  expend i tu res  f o r  

f i s c a l  year 1988-89. DHS c o n t r a c t  cos ts  a re  growing: expend i tu res  f o r  

f i s c a l  year 1988-89 were 36 percent  above c o n t r a c t  cos t s  i n  f i s c a l  year 

1985-86. 

DHS uses c o n t r a c t s  t o  address some o f  i t s  most s i g n i f i c a n t  

r e s p o n s i b i l i t i e s .  Most o f  DHSf behav io ra l  h e a l t h  se r v i ces  budget,  f o r  

example, i s  a l l o c a t e d  t o  o rgan i za t i ons  under c o n t r a c t  t o  DHS. The 

department a l s o  c o n t r a c t s  w i t h  county h e a l t h  departments t o  p rov i de  a  

wide a r ray  o f  p u b l i c  h e a l t h  se r v i ces .  



F i g u r e  1 

DHS COP\JTRACT DISBURSEMENTS 

85-86 86-87 87-88 88-89 

FISCAL YEAR 

Source: F i s c a l  Year 1986, 1987, and 1989 supp l i ed  by DHS. F i s c a l  year 
1988 from A u d i t o r  General a n a l y s i s  o f  AFlS da ta .  

Because con t rac t  s e r v i c e s  a r e  a  s i g n i  f i c a n l  aspect o f  DHS ope ra t i ons ,  

Aud i t o r  General s t a f f  conducted an ex tens ive  sample review o f  con t rac t s  

f o r  f i s c a l  year 1987-88."' O v e r a l l ,  t he  sanple showed no widespread, 

se r i ous  problems w i t h  DHS c o n t r a c t s .  However, our review i d e n t i f i e d  the 

p o t e n t i a l  f o r  problems, e s p e c i a l l y  i n  v iew o f  the l i m i t e d  c o n t r o l s  i n  

p l ace  f o r  most c o n t r a c t i n g  dec i s i ons .  

( 1 )  The sample c o n s i s t e d  o f  184 c o n t r a c t s  s e l e c t e d  t r cm t h e  d e p a r t m e n t ' s  f i s c a l  year  

1987-88 c o n t r a c t s .  Base d a t a  was c o l l e c t e d  f o r  a l l  184 c o n t r a c t s .  However, d a t a  

and t ime l i m i t a t i o n s  l e d  a u d i t  s t a f f  t o  focus  gn a sample subset o f  42 c o n t r a c t s .  



CAS Has Very L i m i t e d  Con t ro l  
Over Con t rac t i ng  Process 

Al though some c o n t r a c t i n g  a c t i v i t i e s  a re  admin is te red  by the Cont rac ts  

A d m i n i s t r a t i o n  Sec t i on  (GAS), the s e c t i o n  has l i m i t e d  r e s p o n s i b i l i t y .  

The Cont rac ts  A d m i n i s t r a t i o n  Sec t i on  i s  respons ib le  f o r  ensur ing  t h a t  

c o n t r a c t s  comply w i t h  S t a t e  law and f o r  m a i n t a i n i n g  c o n t r a c t  

documentat ion.  However, CAS has no r e s p o n s i b i l i t y  f o r  many c r i t i c a l  

aspects o f  the process.  Program s t a f f  a re  respons ib le  f o r  much o f  the 

s i g n i f i c a n t  a c t i v i t y .  

CAS has procedura l  r o l e  - DHS' Con t rac ts  A d m i n i s t r a t i o n  Sec t i on  i s  

respons ib le  f o r  ensu r i ng  t ha t  c o n t r a c t s  comply w i t h  the Ar i zona  

Procurement Code o r  o the r  r e l evan t  s t a t u t e s .  CAS checks s o l i c i t a t i o n s  

prepared by program s t a f f  f o r  use o f  the c o r r e c t  procurement method and 

i n c l u s i o n  o f  a l l  i n f o r m a t i o n  r equ i r ed  by the  code. The s e c t i o n  ob ta i ns  

any requ i r ed  approva ls  f rom the Department o f  A d m i n i s t r a t i o n ,  o the r  S t a t e  

agenc ies,  and o ther  o f f i c e s  w i t h i n  DHS. I t  a d v e r t i s e s  s o l i c i t a t i o n s  and 

d i s t r i b u t e s  them t o  i n t e r e s t e d  p a r t i e s .  CAS ma in ta i ns  c o n t r a c t  l ogs ,  and 

f unc t i ons  as the depar tment ' s  cus tod ian  o f  f i n a l  c o n t r a c t  and 

s o l i c i t a t i o n  documents. Most i m p o r t a n t l y ,  CAS' c o n t r a c t  management 

s p e c i a l i s t s  review c o n t r a c t s  and in tergovernmenta l  agreements f o r  

completeness and compl iance w i t h  r e l evan t  s t a t u t e s ,  r u l e s ,  and 

r e g u l a t i o n s .  

Our review o f  DHS' 1987-88 c o n t r a c t s  revealed s t r ong  c o n t r o l  p r a c t i c e s  i n  

areas under the d i r e c t  c o n t r o l  o f  DHS' CAS. The department appears t o  

have good compliance w i t h  some p r o v i s i o n s  o f  the procurement code. These 

p r o v i s i o n s  a re  ones f o r  which DHS' Con t rac ts  A d m i n i s t r a t i o n  S e c t i o n  has 

a u t h o r i t y  as w e l l  as r e s p o n s i b i l i t y ,  such as a d v e r t i s i n g ,  approval  

s i gna tu res ,  and t he  i n c l u s i o n  o f  c e r t a i n  r equ i r ed  i n f o r m a t i o n  i n  

s o l i c i t a t i o n  documents. 

No r e s p o n s i b i l i t y  fo r  c r i t i c a l  aspects  o f  process - Al though the 

Cont rac ts  A d m i n i s t r a t i o n  Sec t i on  i s  respons ib le  f o r  ensur ing  t ha t  

c o n t r a c t s  comply w i t h  s t a t u t e s  and r e g u l a t i o n s ,  i t s  a u t h o r i t y  i s  l i m i t e d  

i n  most con t rac t  d e c i s i o n s .  For example, GAS t y p i c a l l y  i s  no t  i nvo l ved  

i n  eva lua t i ng  p roposa ls ,  s e l e c t i n g  c o n t r a c t o r s ,  o r  n e g o t i a t i n g  c o n t r a c t  



terms. As a  r e s u l t ,  CAS cannot v e r i f y  whether program s t a f f  comply w i t h  

procurement code requirements f o r  those s tages.  I n  a d d i t i o n ,  CAS' r o l e  

s tops as soon as the c o n t r a c t  i s  s igned,  leav ing  program s t a f f  s o l e l y  

respons ib le  f o r  a l l  subsequent phases o f  c o n t r a c t  management. 

R e s p o n s i b i l i t y  f o r  O v e r a l l  Contract  Management 
Occurs a t  Program Level  

Most r e s p o n s i b i l i t y  f o r  c o n t r a c t  management i s  a t  the  program l e v e l .  

DHS' program s t a f f  a re  respons ib le  f o r  develop ing and m o n i t o r i n g  

c o n t r a c t s .  Because program s t a f f  a re  no t  t r a i n e d  as purchas ing or  

c o n t r a c t i n g  e x p e r t s ,  the manner i n  which they meet these r e s p o n s i b i l i t i e s  

v a r i e s  from program t o  program. Systemat ic  procedures a re  no t  a v a i l a b l e  

throughout the department t o  ensure f a i r  and open compe t i t i on .  

Mon i t o r i ng  procedures a re  i n c o n s i s t e n t ,  and do no t  adequately v e r i f y  

whether con t rac ted  se rv i ces  a re  be ing  rendered o r  whether cos t s  a re  

app rop r i a t e .  

Program s t a f f  responsible  fo r  m a j o r i t y  o f  c o n t r a c t i n g  a c t i v i t i e s  - DHS 

program s t a f f  have p r imary  r e s p o n s i b i l i t y  f o r  deve lop ing and m o n i t o r i n g  

c o n t r a c t s .  Because these i n d i v i d u a l s  have knowledge, exper ience,  and 

p ro fess i ona l  con tac t s  w i t h i n  t h e i r  s p e c i a i t i e s ,  DHS management b e l i e v e s  

they a re  best  ab le  t o  make a l l  program dec i s i ons ,  i n c l u d i n g  those r e l a t e d  

t o  c o n t r a c t s .  DHS r e l i e s  on program s t a f f  t o  i d e n t i f y  needs f o r  se r v i ces  

and w r i t e  s o l i c i t a t i o n  documents and c o n t r a c t s .  I n  a d d i t i o n ,  program 

s t a f f  supply names o f  p o t e n t i a l  b i d d e r s ,  eva lua te  p roposa l s ,  and s e l e c t  

successfu l  b i d d e r s .  Program s t a f f  n e g o t i a t e  con t rac t  p r i c e s  and work 

s ta tements .  A f t e r  c o n t r a c t s  a re  i n  p l ace ,  program s t a f f  work w i t h  

c o n t r a c t o r s  t o  assure the success o f  the program. They p rov i de  

ass is tance  and supe rv i s i on  d u r i n g  the l i f e  o f  the c o n t r a c t .  F i n a l l y ,  

program s t a f f  a re  respons ib le  f o r  m o n i t o r i n g  c o n t r a c t  performance and 

a u t h o r i z i n g  payments t o  c o n t r a c t o r s .  

These cu r ren t  procedures can p l ace  a  burden on program s t a f f .  The 

Newborn I n tens i ve  Care program, f o r  example, has 66 c o n t r a c t s  bu t  on l y  

one p ro fess i ona l  and four  suppor t  s t a f f  t o  admin is te r  the program. I n  

a d d i t i o n  t o  t h e i r  r e s p o n s i b i l i t y  f o r  making i n t ens i ve  care a v a i l a b l e  t o  



a l l  i n f a n t s  who need i t ,  they a re  a l s o  respons ib le  f o r  deve lop ing  and 

implementing the procedures f o r  m o n i t o r i n g  the 66 c o n t r a c t s  t o  ensure 

t ha t  the S t a t e ' s  money i s  used e f f i c i e n t l y .  

Award process has s i g n i f i c a n t  weaknesses - DHS lacks sys temat i c  

procedures to  assure t h a t  c o n t r a c t s  a re  awarded f a i r l y .  Al though we d i d  

no t  document widespread problems throughout the depar tment ,  the 

i n f o rma t i on  we d i d  o b t a i n  i n d i c a t e s  problems and weaknesses w i t h  

i n d i v i d u a l  o f f i c e s  and d i v i s i o n s  and the p o l i c i e s  they p r a c t i c e .  Some 

DHS programs have a1 lowed ques t ionab le  c o n t r a c t i n g  p r a c t i c e s  and v i o l a t e d  

p r o v i s i o n s  o f  the procurement code. Th is  p laces  the department a t  

p o t e n t i a l  r i s k  when d i s s a t i s f i e d  b i dde rs  p r o t e s t  c o n t r a c t  awards. The 

f o l l o w i n g  four  examples i l l u s t r a t e  some o f  the DHS' ques t ionab le  c o n t r a c t  

p r a c t i c e s .  

a Because the procurement code does not  r e q u i r e  a d v e r t i s i n g  f o r  
quo ta t i ons  under $10,000, program s t a f f  may s o l i c i t  as few as th ree  
b i d s  f o r  some p r o f e s s i o n a l  se r v i ces  c o n t r a c t s .  One o f f i c e  r e l i e s  on 
word o f  mouth t o  i d e n t i f y  these p o t e n t i a l  b i d d e r s .  Documentation 
i n d i c a t e s  t h i s  p r a c t i c e  was apparent i n  two c o n t r a c t s  t h a t  appeared 
i n  our sample from the O f f i c e  o f  Denta l  Hea l t h .  Such p r a c t i c e s  cou ld  
r a i s e  quest ions o f  f a v o r i t i s m .  Al though a d v e r t i s i n g  i s  no t  r equ i r ed  
by law i n  these cases, good business p r a c t i c e  suppor ts  and 
departmental  po l  i c y  r e q u i r e s  o b t a i n i n g  mu1 t i p l e  b i d s  f o r  any 
procurement. Th i s  promotes compe t i t i on  and he lps  p r o t e c t  aga ins t  
c o l l u s i o n .  

a Some con t rac t  award dec i s i ons  have been based on f a c t o r s  no t  l i s t e d  
i n  the Request f o r  Proposals  (RFP). Th is  has been a  se r i ous  problem 
i n  the O f f i c e  o f  Emergency Medical  Serv ices  (OEMS). I n  f i s c a l  year 
1988, OEMs was fo rced  t o  re issue  the RFP f o r  75 p r o v i d e r  g ran t s  
because i n  CAS' assessment, i t  would be unable t o  defend i t s  
dec i s i ons  aga ins t  p r o t e s t s .  

a Although the S t a t e  procurement code requ i r es  them t o  do so,  a t  l eas t  
two programs do no t  always c rea te  o r  r e t a i n  documentat ion o f  the 
b a s i s  f o r  c o n t r a c t  awards. Because DHS r e l i e s  on program s t a f f  t o  
keep these records ,  c e n t r a l  management cannot e a s i l y  determine 
whether awards a re  made i n  compliance w i t h  the law. Th is  problem was 
i d e n t i f i e d  w i t h  the 75 OEMS g ran t s ,  Newborn I n t e n s i v e  Care 
p ro fess i ona l  se r v i ces  c o n t r a c t s .  I n  a d d i t i o n ,  OEMs has a  new 11-page 
eva lua t i on  form bu t  s t i l l  does no t  document the b a s i s  f o r  an award. 
Documentation i s  the depar tment 's  p r o t e c t i o n  aga ins t  p r o t e s t s  by 
r e j e c t e d  b i dde rs .  

a A d d i t i o n a l  c o n t r a c t  rev iews i n d i c a t e d  t ha t  i n  areas o f  automat ion and 
h e a l t h  care p r o f e s s i o n a l  s e r v i c e s ,  DHS has w r i t t e n  some s o l i c i t a t i o n s  
w i t h  s p e c i f i c a t i o n s  so r e s t r i c t i v e  t ha t  on l y  one b i dde r  cou ld  
respond. Th is  impa i rs  the compe t i t i on  t h a t  the S t a t e  procurement 

2 1 



code r e l i e s  on t o  keep p r i c e s  f a i r .  One c o n t r a c t  f o r  computers and 
computer so f tware  was p r o t e s t e d  by o ther  b i dde rs  on these grounds. 
I n  a  case i n v o l v i n g  lab equipment,  DHS r e c t i f i e d  the  problem by 
amending the  " I n v i t a t i o n  For B id "  ( IFB ) .  I n  a  s i m i l a r  case, the 
p r o t e s t e r ' s  p r i c e  was so much h i ghe r  than the success fu l  b i d d e r ' s  
t ha t  changing the  IFB would no t  have mat tered.  The re fo re ,  DHS denied 
the p r o t e s t .  The p r o t e s t e r  appealed the dec i s i on  t o  t he  Department 
o f  A d m i n i s t r a t i o n ,  bu t  l a t e r  wi thdrew the appeal .  

F i n a l l y ,  one program has no t  fo l l owed DHS' p o l i c y  t h a t  a l l  c o n t r a c t s  be 

reviewed and approved by CAS. As a  r e s u l t ,  DHS cou ld  be h e l d  t o  

unacceptable o r  ou tda ted  c o n t r a c t  p r o v i s i o n s  i n  some o f  i t s  f i s c a l  year 

1989-90 c o n t r a c t s .  CAS rev iew a l l ows  d i v i s i o n  s t a f f  and CAS t o  determine 

i f  the con t rac t  con ta i ns  app rop r i a t e  language. Even though s tandard DHS 

po l  i c y  requi  res t h a t  a l  l  c o n t r a c t s  be revievied and approved by CAS, CAS 

has no a u t h o r i t y  t o  r e q u i r e  programs t o  meet s p e c i f i c  dead l ines  t o  

ensure adequate t ime f o r  rev iew and c o r r e c t i o n .  One d i v i s i o n  submi t ted 

41 f i n a l  1989-90 c o n t r a c t s  w i t h  amendments a t  the end o f  t he  day be fo re  

the con t rac t s  were t o  beg in ,  thus ,  making i t  imposs ib le  f o r  CAS to  review 

them be fo re  DHS s igned the c o n t r a c t s .  However, the c o n t r a c t s  inc luded  

e r r o r s .  For example, DHS changed i t s  general  p r o v i s i o n s  i n  1988, bu t  21 

o f  these l a t e  c o n t r a c t s  had the 1986 vers ion  i ns tead .  The general  

p r o v i s i o n s  a re  an impor tant  p a r t  o f  a l l  con t rac t s  and cover such ma t t e r s  

as d i spu tes ,  wa r ran t y ,  and recovery o f  con t rac t  payments. 

DHS contract m o n i t o r i n g  i s  uneven - DHS lacks a  formal con t rac t  

mon i t o r i ng  system and c e n t r a l  ove rs i gh t  o f  the m o n i t o r i n g  f u n c t i o n .  Some 

DHS program managers do l i t t l e  t o  ensure compliance w i t h  c o n t r a c t  terms. 

Cont ract  m o n i t o r i n g  i s  impor tant  t o  ensure s e r v i c e  p rov i de r  

a c c o u n t a b i l i t y  and compliance w i t h  s t a t e d  terms and c o n d i t i o n s  o f  the 

c o n t r a c t .  A l though government agencies can de lega te  a  governmental 

f u n c t i o n  through a  c o n t r a c t ,  they a re  s t i l l  r espons ib l e  f o r  t h a t  

f u n c t i o n .  E f f e c t i v e  m o n i t o r i n g  v e r i f i e s  t ha t  the f u n c t i o n  i s  performed. 

We i d e n t i f i e d  severa l  areas where m o n i t o r i n g  appears weak. 

0 One program which c o n t r a c t s  f o r  i n -pa t i en t  newborn i n t e n s i v e  care 
se rv ices  r e l i e s  on a c c r e d i t a t i o n  by an ou t s i de  agency and the 
c o n t r a c t o r s '  i n t e r n a l  q u a l i t y  assurance systems as adequate p roo f  o f  
con t rac t  compliance by h o s p i t a l s .  A c c r e d i t a t i o n  i s  based on a  
hospi t a l  ' s  ab i  l i  t y  t o  p rov i de  s e r v i c e s .  Qiial i t y  assurance systems 
moni tor  medical  performance i n  terms o f  q u a l i t y  o f  s e r v i c e .  N e i t h e r ,  



however, reviews whether a  h o s p i t a l  has a c t u a l l y  p rov ided  se rv i ces  
r equ i r ed  by DHS c o n t r a c t s .  Al though the program budgeted $3.5  
m i l l i o n  f o r  c o n t r a c t o r s  i n  f i s c a l  year 1989, i t  does no t  do any 
formal con t rac t  m o n i t o r i n g  to  assure compl iance w i t h  c o n t r a c t  
p r o v i s i o n s .  

m One program c h i e f  r e p o r t s  t r a c k i n g  a t  l eas t  two c o n t r a c t o r s  through 
regu la r  meet ings and p l ann ing  sess ions.  However, he keeps no w r i t t e n  
records o f  these meet ings.  Th i s  cou ld  make i t  d i f f i c u l t  t o  te rm ina te  
a  c o n t r a c t  f o r  poor performance. I n  a d d i t i o n ,  because complete 
w r i t t e n  records a re  no t  a v a i l a b l e ,  the department may be unable t o  
document c o n t r a c t o r  compliance i n  the event o f  the  program c h i e f ' s  
t e rm ina t i on  o r  depa r t u re .  

m I n  one d i v i s i o n ,  c o n t r a c t s  a re  no t  agg ress i ve l y  mon i to red  f o r  
compl iance. I n  the D i v i s i o n  o f  Behav iora l  H e a l t h  Se rv i ces ,  we found 
t ha t  c o n t r a c t  performance i s  no t  moni tored through v i s i t i n g  s i t e s ,  
v e r i f y i n g  s e r v i c e s ,  o r  f o l l o w i n g  up when problems a re  d iscovered .  
The c o n t r a c t s  i n  ques t i on  have complex requirements and i nvo l ve  many 
m i l l i o n s  o f  d o l l a r s .  There fo re ,  e f f e c t i v e  m o n i t o r i n g  i s  e s s e n t i a l .  

I n  c o n t r a s t ,  a u d i t o r s  i d e n t i f i e d  one area where the department i s  making 

progress towards s t r ong  m o n i t o r i n g .  I n  the D i v i s i o n  o f  Fami l y  Hea l t h  

Serv ices ,  s t a f f  a re  implementing a  q u a l i t y  assurance p l a n  which inc ludes  

con t rac t  m o n i t o r i n g .  When f u l l y  o p e r a t i o n a l ,  t h i s  may p rov i de  an 

e f f e c t i v e  means o f  e v a l u a t i n g  c o n t r a c t  compliance. 

St ronger  P a r t i c i p a t i o n  by CAS Could Address 
Many o f  DHS' C o n t r a c t i n g  Con t ro l  Problems 

Stronger p a r t i c i p a t i o n  by CAS cou ld  address many o f  the  c o n t r o l  problems 

noted i n  preceding sec t i ons .  DHS may need more s t a f f ,  however, t o  adopt 

t h i s  change and e s t a b l i s h  e f f e c t i v e  c o n t r o l  over i t s  many c o n t r a c t s .  I n  

a d d i t i o n  t o  improving c o n t r o l ,  c e n t r a l  and/or s t r onge r  o v e r s i g h t  cou ld  

enhance communication o f  ideas among programs s t a f f .  

CAS p a r t i c i p a t i o n  would s t r eng then  c o n t r o l  - C o n t r a c t i n g  s tandards 

r equ i r e  t h a t  the Cont rac ts  A d m i n i s t r a t i o n  Sec t ion  be i nvo l ved  i n  c o n t r a c t  

development and s e l e c t i o n  as a  check on program areas .  According t o  the 

S ta te  purchas ing d i r e c t o r  and p ro fess i ona l  procurement l i t e r a t u r e ,  CAS 

s t a f f  should d i r e c t l y  p a r t i c i p a t e  i n  most o f  the  procurement process.  

The S t a t e  purchas ing d i r e c t o r  recommends CAS s t a f f  involvement f o r  

severa l  reasons. F i r s t ,  CAS s t a f f  have the e x p e r t i s e  i n  c o n t r a c t i n g  and 

f a m i l i a r i t y  w i t h  procurement law t h a t  program area  s t a f f  may no t  have. 

Cont racts  Adm in i s t r a t i on  Sec t i on  involvement can ensure t h a t  DHS compl ies 

w i t h  the S t a t e  procurement code. Second, d i r e c t  p a r t i c i p a t i o n  by CAS 



personnel  i n  awarding and e v a l u a t i n g  c o n t r a c t  p roposa ls  cou ld  reduce the 

p o t e n t i a l  f o r  b i a s .  C u r r e n t l y ,  b i a s  may occu r ,  or  i t  may appear t h a t  the 

process i s  b iased ,  because those eva lua t  i ng the p roposa ls  (program area 

personnel )  cons i s t  l a r g e l y  o f  program s t a f f  who have p r i o r  o r  c o n t i n u i n g  

involvement w i t h  c u r r e n t  p r o v i d e r s .  Thus, o u t s i d e  rev iew o r  p a r t i c i p a t i o n  

i n  these d u t i e s  and r e s p o n s i b i l i t i e s  would lessen o r  reduce the 

o p p o r t u n i t y  f o r  b i a s .  

S t a f f  may need t o  be increased - The Cont rac ts  A d m i n i s t r a t i o n  Sec t ion  

may no t  have enough s t a f f  t o  adequately p a r t i c i p a t e  i n  and oversee the 

c o n t r a c t i n g  process. CAS has o n l y  two c o n t r a c t  a d m i n i s t r a t o r  p o s i t i o n s ,  

one o f  which i s  c u r r e n t l y  vacant ,  t o  oversee 581 c o n t r a c t s  and 465 

amendments va lued a t  $106 m i l l i o n .  As shown i n  F i gu re  1 (page 1 8 ) ,  the 

d o l l a r  amount expended on con t rac ted  se rv i ces  has increased 36 percent  i n  

the past four  years .  A t  the same t ime,  the  number o f  s t a f f  has a c t u a l l y  

decreased, from four  grade 20 h e a l t h  p l ann ing  consu l t an t s  and two grade 

15 a d m i n i s t r a t i v e  a s s i s t a n t s  t o  two grade 19 c o n t r a c t  management 

s p e c i a l i s t s  and one grade 13 a d m i n i s t r a t i v e  a s s i s t a n t .  Accord ing t o  the 

DHS d i r e c t o r ,  the department made a conscious d e c i s i o n  t o  reduce 

a d m i n i s t r a t i v e  personnel  t o  meet mandated budget c u t s  i ns tead  o f  

e l i m i n a t i n g  programs o r  se rv ices  t o  the genera l  p u b l i c .  Consequent ly,  

adequate s t a f f  o r  p o s i t i o n s  a re  no t  a v a i l a b l e  f o r  CAS t o  per form 

a d d i t i o n a l  day-to-day con t rac t  m o n i t o r i n g  a c t i v i t i e s .  The l i m i t e d  s t a f f  

a v a i l a b l e  f o r  these a c t i v i t i e s  reduces the  depar tment 's  a b i l i t y  t o  

e f f e c t i v e l y  c o n t r o l  c o n t r a c t s .  

Cen t ra l  and/or s t r onge r  p a r t i c i p a t i o n  c o u l d  improve comnunicat ion - 

Some DHS program managers have developed s o l u t i o n s  t o  c o n t r a c t - r e l a t e d  

problems t h a t  e x i s t  throughout DHS, bu t  these s o l u t i o n s  a re  no t  be ing  

shared. The f o l l o w i n g  examples found w i t h i n  DHS i l l u s t r a t e  answers t o  

some o f  DHS' c o n t r a c t i n g  problems. 

0 The D i v i s i o n  o f  Disease Preven t ion  Serv ices  has a  s imp le  and 
e f f e c t i v e  system f o r  w r i t i n g  c o n t r a c t s .  I t  b u i l d s  d r a f t  c o n t r a c t s  
from a  set  o f  s tandard paragraphs ma in ta ined  on i t s  computer system. 
Th is  enables the d i v i s i o n  t o  avo id  the t ypograph ica l  e r r o r s  and 
unacceptable c o n t r a c t  language t h a t  c r e a t e  de lays f o r  o the r  d i v i s i o n s .  



Behaviora l  Hea l t h  Serv ices  (BHS) on the o the r  hand, was work ing  on 
manually search ing f o r  and c o r r e c t i n g  t ypograph ica l  e r r o r s  u n t i l  a  
week be fo re  the planned e f f e c t i v e  date o f  t h e i r  1989-90 c o n t r a c t s .  
As mentioned e a r l i e r ,  BHS u l t i m a t e l y  submi t ted i t s  c o n t r a c t s  f o r  the 
d i r e c t o r ' s  s i gna tu re  on the day be fo re  the c o n t r a c t s '  e f f e c t i v e  da te .  

r Chi I d  Rehabi l i t a t i v e  Serv ices  (CRS) w r i t e s  o n l y  one main c o n t r a c t  f o r  
phys i c i ans '  se r v i ces ,  and any phys i c i an  may app ly  t o  j o i n  the 
"medical s t a f f M  i n  o rder  t o  be au tho r i zed  f o r  payment under t h a t  
c o n t r a c t .  Th i s  f rees  CRS s t a f f  from hand l i ng  c o n t r a c t s  f o r  each 
i n d i v i d u a l  phys i c i an .  

Newborn I n t e n s i v e  Care Program (NIC) c o n t r a c t s  sepa ra te l y  w i t h  a t  
least  25 phys ic ians  and p h y s i c i a n  groups. Th i s  appears t o  p l ace  an 
unnecessary burden on N IC ' s  two-person s t a f f .  

r NIC1s funds a re  inadequate t o  pay h o s p i t a l s  f o r  a l l  the care they 
p rov ide  f o r  NIC i n f a n t s ,  so NIC has dev ised a  fund ing  formula based 
on the number o f  i n f a n t s  t r e a t e d  and the amount w r i t t e n  o f f  by the 
h o s p i t a l s  i n  p r i o r  years .  H o s p i t a l s  appear t o  be s a t i s f i e d  w i t h  t h i s  
arrangement. 

The O f f i c e  o f  Emergency Medica l  Serv ices  (OEMs), w i t h  a  s i m i l a r  
funding s i t u a t i o n ,  a l l o c a t e s  money by a  method which changes every  
year .  OEMs se rv i ce  p r o v i d e r s  f i l e d  t h ree  p r o t e s t s  aga ins t  the 
a l l o c a t i o n s  which r e s u l t e d  from the use o f  t h i s  method f o r  the 
1987-88 c o n t r a c t s .  

r F i n a l l y ,  as was i n d i c a t e d  e a r l i e r ,  Fami ly  Hea l t h  Serv ices  has 
developed a  q u a l i t y  assurance p l a n  t o  ensure t h a t  programs a re  as 
e f f e c t i v e  as poss ib l e  and cons i s t en t  w i t h  the d i v i s i o n ' s  o v e r a l l  
goa ls .  Such a  process cou ld  be b e n e f i c i a l  t o  a l l  d i v i s i o n s  and 
programs. 

Many o f  these i nnova t i ve  procedures s t reaml ine  c o n t r a c t  a d m i n i s t r a t i o n  

and s t rengthen o v e r a l l  c o n t r o l .  They appear p a r t i c u l a r l y  va l uab le  

because they represent DHS' s o l u t i o n s  t o  i t s  own problems. However, 

w i t hou t  an organized approach t o  d issemina t ing  these ideas ,  d i v i s i o n s  may 

no t  become aware o f  p o t e n t i a l l y  u s e f u l  procedures.  Greater  p a r t i c i p a t i o n  

i n  the c o n t r a c t i n g  process by CAS may p rov i de  an e f f e c t i v e  means f o r  

d i  ssemi nat  i ng these ideas.  

RECOWENDAT I ONS 

1 .  The department should s t r eng then  c o n t r a c t i n g  procedures by i nc reas ing  

CAS' p a r t i c i p a t i o n  i n  the  c o n t r a c t i n g  process.  S p e c i f i c a l l y ,  DHS 

should:  



a E s t a b l i s h  and f o l l o w  a  s y s t e m a t i c  method o f  s e l e c t i n g  and 

awarding c o n t r a c t s .  I t  shou ld  mandate t h a t  CAS a c t i v e l y  

p a r t i c i p a t e  i n  t h e  s e l e c t i o n  p rocess .  

a Develop formal  c o n t r a c t  m o n i t o r i n g  procedures t o  ensure adequate 

and c o n s i s t e n t  m o n i t o r i n g  e f f o r t s  th roughou t  the  depar tment .  I t  

shou ld  d e s i g n a t e  CAS t o  h e l p  deve lop  and oversee these 

procedures.  

2 .  CAS should  use i t s  o v e r s i g h t  p o s i t i o n  t o  i d e n t i f y  common prob lems and 

shou ld  c o l l e c t  and d i ssemina te  ideas throughout  DHS f o r  improv ing  

c o n t r a c t i n g  procedures.  

3 .  Because CAS shou ld  more a c t i v e l y  p a r t i c i p a t e  i n  the  c o n t r a c t i n g  

p rocess ,  the department shou ld  cons ide r  i n c r e a s i n g  s t a f f i n g  i n  t h i s  

a rea .  



OTHER PERTINENT INFORMATION 

Dur ing  the course o f  our a u d i t  we developed i n f o r m a t i o n  on DHS' and 

Management l n f o rma t i on  Systems c o n t r a c t  s e r v i c e  e v a l u a t i o n .  

DHS Exper ienc ing Rapid Growth I n  
Management l n f o r m a t i o n  System 

DHS i s  exper ienc ing  r a p i d  growth i n  the  Management l n f o r m a t i o n  Systems 

area. According t o  a  Department o f  A d m i n i s t r a t i o n  Data Center o f f i c i a l ,  

the DHS O f f i c e  o f  Management l n f o rma t i on  Systems (MIS) i s  among the 

f a s t e s t  growing da ta  p rocess ing  i n s t a l l a t i o n s  i n  S t a t e  government. I n  

f i s c a l  year 1987-88, DHS spent approx imate ly  $2.5 m i l l i o n  on r o u t i n e  

system ope ra t i on ,  development, and maintenance. Th i s  e s t i m a t e  does no t  

inc lude  microcomputer cos t s  o r  the Fami ly  Hea l t h  and Behav io ra l  H e a l t h  

major system development i n i t i a t i v e s .  ( 1 )  

The r o l e  o f  i n f o rma t i on  systems a t  DHS has been expanding as new 

in fo rmat ion  needs have been i d e n t i f i e d .  For ins tance ,  the  D i v i s i o n  o f  

Family Hea l th  Serv ices  (FHS) i s  deve lop ing  a  system t o  i d e n t i f y  those 

c l i e n t s  r ece i v i ng  b e n e f i t s  from i t s  va r i ous  programs such as the Women, 

I n f a n t s ,  and Ch i l d ren  voucher program and the Materna l  and C h i l d  H e a l t h  

programs. FHS a d m i n i s t r a t o r s  f ee l  t h a t  t r a c k i n g  p a t i e n t s  across programs 

w i l l  enhance the e f f e c t i v e n e s s  o f  r e f e r r a l s  and p rov i de  impor tan t  p a t i e n t  

i n fo rmat ion  a t  d i r e c t  s e r v i c e  s i t e s .  The d i r e c t  l i n k  t h a t  the FHS system 

w i l l  p rov ide  between personal  computers a t  s e r v i c e  s i t e s  and the DHS 

computer w i l l  g i v e  a  s e r v i c e  p r o v i d e r  access t o  c u r r e n t  i n f o r m a t i o n  even 

i f  the c l i e n t  has never been seen a t  t h a t  s i t e .  

I n  a d d i t i o n ,  the Behav io ra l  Hea l t h  system, which began o p e r a t i n g  on J u l y  

1 ,  1989, i s  another example o f  DHS' i n f o rma t i on  needs b e i n g  i d e n t i f i e d  

and acted upon. (2 '  T h i s  system i s  designed t o  p r o v i d e  i n f o r m a t i o n  i n  

( 1 )  The Behav io ra l  H e a l t h  system i s  funded through s p e c i a l  a p p r o p r i a t i o n  HB 2511 f o r  

the  C h r o n i c a l l y  M e n t a l l y  I 1 1  and w i l l  c o s t  i n  excess o f  $2 m i l l i o n .  The Fami l y  
Hea l th  system development c o n t r a c t ,  w i t h  an o u t s i d e  c o n s u l t a n t ,  i s  b e i n g  funded i n  
l a r g e  p a r t  w i t h  f e d e r a l  money a t  a  c o s t  o f  $1.5 m i l l i o n .  

( 2 )  The development o f  t h e  Behav io ra l  H e a l t h  system was i n  response t o  t h e  l e g i s l a t i v e  

mandate from HB 251 1 . 



the f o l l o w i n g  a r e a s :  case management, c l i e n t  t r a c k i n g ,  c o n t r a c t  

compl iance, program m o n i t o r i n g ,  c l i e n t  assessment, t reatment  outcome 

e v a l u a t i o n ,  program e f f i c i e n c y  assessment, q u a l i t y  assurance, and needs 

and resource assessment. T h i s  system, l i k e  t h e  Fami l y  H e a l t h  system, 

w i l l  g i v e  s e r v i c e  p r o v i d e r s  access t o  c u r r e n t  i n f o r m a t i o n  on c l i e n t s  

p r e v i o u s l y  seen elsewhere i n  t h e  system. DHS o f f i c i a l s  a l s o  expect  

improvements i n  management c o n t r o l  over s e r v i c e s  per formed by c o n t r a c t e d  

d i r e c t  s e r v i c e  p r o v i d e r s .  

DHS has undertaken a t  l e a s t  t h r e e  new major  system development p r o j e c t s  

i n  each o f  the l a s t  t h r e e  y e a r s .  F i v e  new systems a r e  planned f o r  f i s c a l  

year 1989-90, and an a d d i t i o n a l  e i g h t  a r e  p r o j e c t e d  f o r  f i s c a l  year 

1990-91. C u r r e n t l y ,  46 systems a re  m a i n t a i n e d  by the  depar tment .  

Al though some o f  these a r e  t o  be rep laced  by new systems, t h e  t o t a l  

number o f  systems i s  s t i  I I  expected t o  r i s e  t o  55 i n  f i s c a l  year 

1990-91 . ( 1 )  

Increased demands f o r  new systems and a l r e a d y  l i m i t e d  s t a f f  resources 

w i  l l f o r c e  DHS t o  c o n t r a c t  o u t  f o r  programming s e r v i c e s  and t o  h i  r e  

a d d i t i o n a l  s t a f f .  DHS o f f i c i a l s  i n d i c a t e  t h a t  c o n t r a c t  programmers w i l l  

be needed t o  handle work o t h e r  than the  r o u t i n e  maintenance conducted by 

DHS programming s t a f f .  Accord ing t o  M I S  manager, w i t h o u t  c o n t r a c t  

programmers, DHS w i  l l no t  meet t h e  dead l ines  imposed by DOA. ' "  

( 1 )  The impetus f o r  many o f  t h e  replacement \ y \ t ~ m \  i s  r f i r e c t l y  t i e d  t o  c l o s i n g  down 

t h e  Data Center  Honeywell mainframe which c u r r ~ n t l y  suppor ts  19 DHS systems. These 

systems must be o f f  t h e  DOA computer by J g i y  1991. Some o f  these systems 

convers ions have been t i e d  t o  system enhancements as i n  t h e  case o f  Fami l y  H e a l t h  

Serv ices.  The MIS manager expects  a  s u b s t a n t i a l  amount o f  reprogramming w i l l  be 

needed t o  move t h e  systems f rom one machine t o  t h e  o t h e r .  A DHS o f f i c i a l  es t ima tes  

t h a t  convers ion o f  systems n o t  covered by f e d e r a l  funds w i l l  c o s t  t h e  S t a t e  

approx imate ly  $800,000 i n  t h e  n e x t  two f i s c a l  years .  

( * )  DOA w i l l  pass on t h e  c o s t  o f  keeping t h e  Honeywell mainframe on-1 i n e  t o  t h e  few 

rema in ing  users.  Therefore,  DHS expenses cou ld  be much h i g h e r  than c u r r e n t  l e v e l s  

depending on how many o t h e r  users  t r a n s f e r  systems o f f  t h e  computer by  t h e  

dead1 i ne. 



The depar tment 's  i n c r e a s i n g  r e l i a n c e  on automated systems may c r e a t e  the  

need f o r  a  more comprehensive systems p l a n n i n g  p rocess .  ' s i n c e  DHS 

w i l l  con t inue  t o  use b o t h  c o n s u l t a n t s  and in-house s t a f f  t o  work on major  

systems p r o j e c t s  underway s i m u l t a n e o u s l y ,  i t  i s  u n c l e a r  how w e l l  

i n t e g r a t e d  these systems w i l l  be and whether department-wide i n f o r m a t i o n  

needs w i l l  be cons ide red .  C u r r e n t l y ,  s h a r i n g  o f  system i n f o r m a t i o n  

between d i v i s i o n s  r e l i e s  h e a v i l y  on t h e  p r o j e c t  l eaders  o f  d i v i s i o n a l  

programming teams. Programmers w i t h i n  a  team i d e n t i f y  o p p o r t u n i t i e s  i n  

t h e i r  assigned d i v i s i o n ' s  automat ion p l a n s  t o  p r o v i d e  u s e f u l  i n f o r m a t i o n  

f o r  o the r  d i v i s i o n s .  To d a t e ,  department o f f i c i a l s  f e e l  t h i s  process has 

worked w e l l .  For example, when the  O f f i c e  o f  V i t a l  Records programming 

team worked on the o n - l i n e  b i r t h  c e r t i f i c a t e  system, FHS and o t h e r  users  

o f  b i r t h  c e r t i f i c a t e  i n f o r m a t i o n  were approached i n  an e f f o r t  t o  i n c l u d e  

t h e i r  i n f o r m a t i o n a l  needs i n  the  development o f  the  system. However, t h e  

growing number o f  DHS systems and t h e i r  i n c r e a s i n g  c o m p l e x i t y  may r e q u i r e  

g r e a t e r  management d i r e c t i o n  and i n t e r a c t i o n  t o  ensure t h a t  depar tmenta l  

needs are  met i n  a  c o s t - e f f e c t i v e  manner. 

A recent  c o n s u l t a n t  s tudy  addressed t h i s  s c e n a r i o  a t  t h e  Ar i zona  

Department o f  T r a n s p o r t a t i o n  (ADOT). The c o n s u l t a n t  a d v i s e d  ADOT t o  

cons ide r  a  depar tu re  f rom the d i v i s i o n a l  assignment o f  programming teams 

and t o  use a  department-wide management l e v e l  s t e e r i n g  committee t o  

f a c i l i t a t e  an i n t e g r a t e d  p l a n n i n g  p rocess .  The c o n s u l t a n t  f u r t h e r  

recommended the p r e p a r a t i o n  and p e r i o d i c  update o f  a  d e t a i l e d ,  

department-wide, long-range d a t a  p rocess ing  p l a n  which would i n c l u d e  

needs p r i o r i t i z e d  by t h e  s t e e r i n g  commit tee.  

Service Measures f o r  
Contract Programs 

The Department o f  H e a l t h  S e r v i c e s '  r e q u i r e d  c o l l e c t i o n  o f  average cos t  

per  c l i e n t  da ta  f o r  e v a l u a t i n g  c o n t r a c t  s e r v i c e s  i s  no t  b e i n g  u t i l i z e d  a t  

( ' 1  A t  present ,  MIS r e p o r t s  d i r e c t l y  t o  t h e  d i r e c t o r  of t h e  depar tment .  S t r a t e g i c  
p lann ing  i s  an ou tg rowth  o f  t h e  budget process.  A  d i v i s i o n  which can fund a  

systems development p r o j e c t  w i t h  a v a i l a b l e  S t a t e  o r  f e d e r a l  monies f r o m  w i t h i n  i t s  

own budget can proceed w i t h  t h e  p r o j e c t  a f t e r  c o n s u l t a t i o n  w i t h  MIS and approval  

f rom t h e  d i r e c t o r .  



presen t .  DHS, a long  w i t h  o the r  agenc ies,  has been requ i r ed  t o  r epo r t  

t h i s  i n f o rma t i on  on c o n t r a c t  s e r v i c e s  s i nce  1985. A l though  DHS con t inues  

t o  c o l l e c t  the da ta ,  s p e c i f i c  d e t a i l s  o f  r e p o r t i n g  requi rements  have 

never been c l e a r l y  d e f i n e d .  As a  r e s u l t ,  the va l ue  o f  i n f o rma t i on  

c o l l e c t e d  and repor ted  by DHS i s  ques t i onab le .  

Since f i s c a l  year 1986, Ar i zona  a p p r o p r i a t i o n  a c t s  have con ta ined  a  

foo tno te  r e q u i r i n g  c e r t a i n  agencies t o  r epo r t  i n f o r m a t i o n  on c o n t r a c t  

se r v i ces .  The f oo tno te  mandates t h a t :  

"No funds f o r  se r v i ces  s h a l l  be d isbursed  by the  Department 
a f t e r  December 31, 1985, w i t h o u t  a  s tandard ized  e v a l u a t i o n  
system t h a t  . . .  has been approved by the J o i n t  L e g i s l a t i v e  Budget 
Committee. The e v a l u a t i o n  system f o r  each program s h a l l  i n c l ude  
bu t  s h a l l  no t  be l i m i t e d  t o  a  statement o f  the o b j e c t i v e s  o f  the 
program; the  number o f  r e c i p i e n t s  o f  the  s e r v i c e , .  . . t h e  cos t  per 
c l i e n t  served by the program; and methodology f o r  measur ing the 
performance o f  the program w i t h  respect  t o  the statement o f  the 
o b j e c t i v e s  f o r  the program." 

According t o  J o i n t  L e g i s l a t i v e  Budget Committee (JLBC) s t a f f ,  the purpose 

o f  these requirements i s  t o  p r o v i d e  i n f o r n a t i o n  t h a t  can be used t o  

compare the cos t s  o f  o b t a i n i n g  s e r v i c e s  throughout A r i zona .  The agencies 

a re  t o  submit t h i s  i n f o rma t i on  t o  JLBC. The f oo tno te  a p p l i e s  t o  most DHS 

programs, as we1 l  as t o  the Department o f  Economic Secur i t y  and t o  some 

Department o f  Co r rec t i ons  programs. 

However, r epo r t  and e v a l u a t i o n  requirement d e t a i l s  have never been 

de f i ned .  S h o r t l y  a f t e r  the f oo tno te  was passed, JLBC s t a f f  met w i t h  

agency rep resen ta t i ves  t o  determine the da ta  t o  i nc l ude  and the format 

f o r  r e p o r t i n g .  No consensus was reached on e v a l u a t i v e  measures f o r  the 

departments. JLBC a l lowed each department cons iderab le  d i s c r e t i o n  i n  

s e l e c t i n g  what measures t o  t r a c k .  A f t e r  d i scuss ion  w i t h  the agenc ies,  

JLBC s t a f f  a l s o  recognized t h a t  i n  many cases, comparat ive cos t  da ta  was 

no t  a  v a l i d  i n d i c a t o r  o f  q u a l i t y  s ince  cos t s  can va ry  among l o c a t i o n s .  

As a  r e s u l t ,  JLBC and DHS s t a f f  have quest ioned the va lue  o f  the da ta .  

JLBC o f f i c i a l s  a l s o  i n d i c a t e  t h a t  l e g i s l a t i v e  i n t e n t  regard ing  t h i s  

in fo rmat ion  i s  unc lea r .  



D e s p i t e  ques t ions  about i t s  v a l u e ,  a  DHS o f f i c i a l  i n d i c a t e s  t h a t  a l l  DHS 

d i v i s i o n s  a t tempt  t o  c o l l e c t  and r e p o r t  c o s t  pe r  c l i e n t  d a t a .  Accord ing  

t o  a  DHS o f f i c i a l ,  the  department has n o t  been a d v i s e d  o f  any change i n  

r e p o r t i n g  requ i rements .  JLBC s t a f f  a f f i r m  t h a t  c o l l e c t i n g  t h i s  d a t a  i s  

d i f f i c u l t  i n  some areas because DHS p r o v i d e s  few d i r e c t  s e r v i c e s ;  r a t h e r ,  

many s e r v i c e s  a re  d e l i v e r e d  by coun ty  h e a l t h  s e r v i c e  depar tments  u s i n g  

S t a t e  and federa l  f unds .  Even where d a t a  i s  c o l l e c t e d ,  l i t t l e  i s  done t o  

ensure i t s  r e l i a b i l i t y  o r  c o n s i s t e n c y .  For  example, we found t h a t  the 

D i v i s i o n  o f  Disease P r e v e n t i o n  S e r v i c e s  r e c e i v e s  program r e p o r t s  from 

county h e a l t h  s e r v i c e s  depar tments  t h a t  c o n t a i n  wide v a r i a n c e s  i n  per 

c a p i t a  c o s t s  f o r  s i m i l a r  s e r v i c e s .  However, t he  d i v i s i o n  s t a f f  do n o t  

a t tempt  t o  i d e n t i f y  reasons f o r  the  v a r i a n c e s .  They s imp ly  r e c o r d  the 

i n f o r m a t i o n  f o r  JLBC. 
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R O S E  M O F F O R D .  G O V E R N O R  
T E D  W I L L I A M S .  D I R E C T O R  

November 6, 1989 

Mr. Douglas Norton 
Auditor General 
2700 North Central ,  Suite 700 
Phoenix, AZ 85004 

Dear Mr. Norton: 

I recently received your revised preliminary d r a f t  report  on ADHS agencywide Sunset 
Fac to rs  da ted  October 26, 1989. I apprecia te  the  consideration you gave my comments  
dated October 19, 1989 on the  preliminary d r a f t  report  together with our discussions in 
t h e  October 23, 1989 meeting and the changes resulting therefrom. Upon review of the  
revised preliminary report ,  t h e  following comments  a r e  submitted: 

* 1. I t  is recommended t h a t  Sunset Factor  Number 2, page 8, l a s t  sentence,  be 
modified to read "In some of these  a reas  the  depar tment  was at t h e  t i m e  
of t h e  audit, evaluating a course of action or action was in process to  
implement changes recommended in t h e  audit. In other areas,  t h e  
depar tment  has since made or is in t h e  process of making recommended 
changes." This change is recommended to present t h e  most accurate  
identification of existing circumstances. 

* 2. I t  is recommended t h a t  Sunset Factor  Number 2, page 8, third "bullet 
point," fourth sentence,  be modified to read "The depar tment  was 
evaluating an infant formula rebate  program at  t h e  t ime  the  audi t  was 
conducted and has since implemented a rebate  program!' This change is 
recommended t o  present the  most accurate  identification of exist ing 
circumstances. 

I t  is recommended tha t  Sunset Factor  Number 2, page 8, the third "bullet 
point," the  fifth sentence through the  end of the  paragraph on page 9, be 
modified to  read "Another FHS program, Children's Rehabilitative 
Services (CRS), should expand i t s  services t o  address those significant 
medical problems such a s  hemophilia and bronchopulmonary displasia, t h a t  
a r e  not now provided. The ongoing review of C R S  medical eligibility 
c r i t e r i a  to determine whether specific conditions should be added or 
deleted,  should be  concluded expeditiously. The depar tment  has requested 
additional funding in  i t s  last  three  annual budget requests to  expand CRS 
services, in particular hemophilia and bronchopulmonary displasia." 
Although the  addressed a r e a  has been modified in response t o  our previous 
discussions, the  inference remains tha t  if "illnesses which a r e  easily 
treated" were not funded, t h e  more significant illness could be, which is 
not factual. Further,  t h e  Depar tment  does  not concur  t h a t  hemophilia and 
bronchopulmonary displasia a re  the  "most significant medical problems of 
i t s  clients!' 
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4. I t  is recommended t h a t  Sunset Fac to r  Number 2, page 9, f if th "bullet 
point," last  sentence,  be modified to  read "ASH should address problems 
contributing to  turnover." The Depar tment  had identified the need to  
conduct a staffing study and had implemented the  contracting process to  
obtain the  study prior t o  the  audit. 

*5. I t  is recommended tha t  a final sentence b e  added t o  Sunset Factor 
Number 2, page 10, sixth t%ullet point," as follows 'The depar tment  has 
requested funds to improve the  OVR facilities in i t s  last three  annual 
budget submissions." The deficiencies identified in the  audit report  have 
been addressed in the  ci ted budget submissions. 

6 .  The audit  report  continues t o  fail t o  identify t h a t  t h e  Depar tment  has not 
had, and does not have, an  internal audit  capability or to  address the  
importance of such an  act iv i ty  t o  the  overall effectiveness of Department 
operations. As previously s ta ted,  regardless of t h e  s t rength  of t h e  
Department's policies and procedures, ongoing internal audits  insure tha t  
appropriate procedures exist and a re  being complied with. The 
Depar tment  has requested additional auditing resources in t h e  last  two 
annual budget processes and will continue to request  these  positions until 
they a r e  authorized. However, t h a t  process is impaired by the  audit  
report's failure to  address the  issue. 

Sincerely, . 

Ted Williams 
Director 

* Auditor's Note: Text has been changed as suggested. 


