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November 21, 2017 

The Honorable Bob Worsley, Chair 
Joint Legislative Audit Committee 
 
The Honorable Anthony Kern, Vice Chair 
Joint Legislative Audit Committee 

Dear Senator Worsley and Representative Kern: 

Our Office has recently completed an initial followup of the Arizona Department of Economic 
Security—Child Care Services regarding the implementation status of the 38 audit 
recommendations (including sub-parts of the recommendations) presented in the 
performance audit report released in February 2017 (Auditor General Report 17-103). As the 
attached grid indicates: 

   7 have been implemented;  
 26 are in the process of being implemented;  
   4 are not yet applicable; and 
   1 has not been implemented. 

Our Office will conduct a 24-month followup with the Department on the status of those 
recommendations that have not yet been fully implemented. 

Sincerely, 

Dale Chapman, Director 
Performance Audit Division 

DC:ka 
Attachment 

cc: Michael Trailor, Director 
Arizona Department of Economic Security 



Arizona Department of Economic Security— 
Child Care Services 

Auditor General Report 17-103 
Initial Follow-Up Report 

Recommendation  Status/Additional Explanation 
 

 
 

Finding 1: Department should strengthen its child care monitoring 

1.1 The Department should implement a differential mon-
itoring approach to more effectively and efficiently 
monitor its providers. This will require that the Depart-
ment:  

  

a. Explore the various approaches to differential 
monitoring and select the best approach for Ari-
zona certified child care providers;  

 Implemented at 6 months 

b. Determine the necessary procedures for imple-
menting the differential monitoring approach it se-
lects, including procedures to prevent compliance 
deterioration as a result of the differential moni-
toring approach;  

 Implemented at 6 months 

c. Modify its regulation and guidance documents, 
including administrative rule, policy, and the Child 
Care and Development Fund state plan to reflect 
the differential monitoring approach;  

 Implementation in process  
The Department has begun drafting an abbreviated 
inspection checklist to use in its differential monitoring 
approach and developing procedures for when to use 
the abbreviated checklist to assess child care pro-
vider compliance. The Department reported that once 
it finalizes the differential monitoring approach, it will 
modify policy. Because the Department’s differential 
monitoring approach will still require that each family 
child care home provider be inspected at least twice an-
nually, the Department determined that it will not need 
to revise administrative rule or its Child Care and De-
velopment Fund state plan. The Department antici-
pates initiating a 3-month pilot of its differential moni-
toring checklist and procedures in late November 
2017, making any needed adjustments in February 
2018, and then implementing the approach state-
wide by June 1, 2018. 

d. Train all inspectors on the differential monitoring 
approach and guidance documents; and  

 Not yet applicable  
The Department reported that once it has developed 
and piloted its differential monitoring approach and 
made any needed revisions, it will train all inspectors 
on the differential monitoring approach and associ-
ated guidance documents. The Department antici-
pates it will complete this training by April 30, 2018. 
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e. Establish a process for assessing its differential 
monitoring approach and making adjustments as 
needed, including at a minimum, assessment fre-
quency, areas to assess, and how adjustments 
should be made.  

 Implementation in process  
As the Department develops its differential monitoring 
approach, it is concurrently developing a process to 
assess and adjust the approach as needed. For ex-
ample, it has begun identifying management reports 
needed to track relevant implementation information. 
Once the differential monitoring approach is finalized, 
the Department plans to hold scheduled reviews of its 
implementation with supervisors on a quarterly basis. 
The Department anticipates that the first formal re-
view will occur in October 2018. 

1.2 The Department should develop and implement a 
structured training program to help ensure new in-
spectors receive adequate and consistent training 
that includes:  

  

a. A structured curriculum that covers the Depart-
ment’s child care regulations, policies, proce-
dures, program standards, and the developmen-
tal needs of children regulated by the Depart-
ment. The curriculum should include a mix of 
classroom, independent study, shadowing, and 
mentoring;  

 Implementation in process 
On May 19, 2017, the Department requested assis-
tance from its Office of Professional Development to 
develop a structured training curriculum for its inspec-
tors that would include an overview of regulations and 
policies on child care provider certification, case man-
agement, standard correspondence, and its auto-
mated child care system. Further, the request indi-
cated that the training should include varying formats, 
such as on-the-job, web-based, computer-based, 
classroom, self-study, and video. The Department an-
ticipates completing the structured training curriculum 
by June 30, 2018. 

b. Written training plans for each new inspector that 
specify the instructional areas that need to be 
covered, tasks/exercises to be performed, and 
time frames for completing the training content;  

 Implementation in process  
According to the Department, at an August 2017 
meeting with the Office of Professional Development, 
it discussed developing a training plan template for 
new inspectors. The Department reported that the 
template will specify the instructional areas that need 
to be covered, tasks/exercises to be performed, time 
frames for completing the training content, and in-
clude fields for the supervisor to date and sign off on 
the completion of the new inspectors’ required train-
ing. The Department anticipates completing the tem-
plate by December 2017 and plans to update the tem-
plate to include any subsequent trainings developed. 

c. A requirement that a supervisor or an experi-
enced inspector assess and verify the new in-
spector’s competency through observing the new 
inspector’s completion of required training 
tasks/exercises and signing and dating the train-
ing plan confirming the tasks and exercises have 
been completed; and  

 Implementation in process 
The Department reported that it has begun develop-
ing a written and more defined process to verify new 
inspectors’ competency by requiring supervisors or 
experienced inspectors to assess and verify new in-
spectors’ completion of required training/exercises. 
The Department anticipates completing this written 
process by December 1, 2017. 
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d. A process for tracking the status of inspectors’ 
progress and completion of the initial inspector 
training content that is maintained by a supervisor 
or a training coordinator.  

 Implementation in process  
As indicated in Recommendations 1.2a through 1.2c, 
the Department is in the process of developing a 
structured training program to help ensure new in-
spectors receive adequate and consistent training. 
According to the Department, its training program, 
which it anticipates completing by June 30, 2018, will 
include a process for tracking the status of inspectors’ 
progress and completion of the initial inspector train-
ing content. 

1.3 The Department should enhance its rules and policies 
manual to help ensure inspectors consistently per-
form inspections by:  

  

a. Establishing and implementing a schedule for 
routinely reviewing and updating its policies to en-
sure they reflect current regulations and prac-
tices;  

 Implementation in process  
Although not yet reflected in its rules and policies 
manual, the Department has established a Family 
Child Care Provider Policy Committee composed of 
child care management and staff to review child care 
policies as issues are raised by staff, communities, 
and providers. The Committee is scheduled to meet 
monthly beginning in fall 2017. 

b. Including adequate guidance and direction to 
help ensure that inspectors apply, measure, and 
enforce rules consistently, such as the rule re-
lated to having an operating fire extinguisher; and 

 Implementation in process  
Rather than expanding its rules and policies manual 
to include interpretive guidance on how to apply and 
measure rules, the Department has chosen to embed 
this guidance directly into the inspection checklist tool 
used to assess child care providers’ compliance with 
child care rules. The Department anticipates finalizing 
the checklist tool and providing inspectors with train-
ing on the tool by April 2018. 

c. Ensuring that all inspectors are aware of any re-
visions made to its rules and policies manual.  

 Implemented at 6 months 

1.4 The Department should revise its inspection case-
read process to help improve its oversight of inspec-
tor performance by reviewing a sample of inspections 
for each inspector that includes all inspection types 
and considers the inspector’s experience. 

 Implementation in process  
The Department has begun revising its case-read 
tool, which supervisors use to evaluate the complete-
ness, accuracy, and timeliness of inspectors’ home 
inspection documentation. The Department reported 
that the revised case read process will include a re-
view of random samples of all inspection types, in-
cluding monitoring inspections. The Department an-
ticipates completing the revised case-read process by 
May 2018. 

1.5 The Department should improve the reliability of its 
data by developing policies and procedures for how 
and when staff should enter data, and how and when 
supervisors should ensure its reliability, such as 
through regular reviews of data quality. 

 Implemented at 6 months 
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1.6 The Department should develop and implement a uni-
form process for conducting inter-rater comparisons 
to assess the consistency in how inspectors identify 
violations, take enforcement actions, and verify that 
violations have been resolved. This process should 
identify what information to collect, how to collect the 
information, such as through joint inspections, and 
how to use the information to build consistency 
among inspectors state-wide. 

 Implementation in process  
The Department has begun implementing a uniform 
process to help ensure consistent inspector ratings 
during home inspections. Specifically, supervisors 
will periodically accompany their new and current in-
spectors on their inspections and conduct side-by-
side assessments. After the inspections, the supervi-
sors and inspectors will then compare and discuss 
any discrepancies between their individual assess-
ments. In addition, to further facilitate consistency in 
inspectors’ compliance assessments and enforce-
ment decisions state-wide, the Department is embed-
ding additional guidance into its inspection checklist 
tool and discussing developing a rule violation en-
forcement chart to provide clear guidance on the type 
and timing of enforcement actions. The Department 
anticipates finalizing the process, inspection check-
list, and possibly a violation enforcement chart by 
June 1, 2018. 

1.7 The Department should identify and develop man-
agement reports to monitor and better oversee its 
providers. For example, reports on the most common 
or severe violations cited could be used to identify 
trends and areas for improvement, such as training 
for providers on how to comply with regulatory re-
quirements. In conjunction with this activity, the De-
partment should identify who will receive the reports, 
how frequently they will be generated, and how it will 
use the information to improve the Department’s child 
care processes. 

 Implemented at 6 months 

Finding 2: Department should improve its child care provider complaint-handling pro-
cess 

2.1 The Department should enhance its complaint intake 
process to ensure that the public knows how to file a 
complaint against a certified child care provider and 
understands how complaints will be handled. Specif-
ically, the Department should:  

  

a. Include information about its complaint-handling 
process on its website, such as an overall de-
scription of the process;  

 Implemented at 6 months 

b. Ensure that the public has a variety of ways to 
submit a complaint to the Department, such as 
through an online submission form and a specific 
phone number to call; and  

  Implementation in process 
The Department has provided an email link and a lo-
cal phone number on its website for the public to sub-
mit a complaint. Additionally, the Department plans to 
establish a toll-free telephone number for the public 
to call by July 1, 2018, and an online submission form 
in early 2019. 

c. Assign specific staff to receive and process com-
plaints.  

 Implemented at 6 months 
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2.2 The Department should continue its efforts to modify 
AzCCATS to capture information related to com-
plaints on certified child care providers. Specifically, 
the Department should:  

  

a. Develop and implement guidance within its com-
plaint-handling policy on the complaint infor-
mation that should be recorded in AzCCATS 
throughout the process, how it should be entered 
into AzCCATS, by whom, and within what time 
frames;  

 Implementation in process 
The Department has developed guidance within its 
complaint-handling policy on the complaint infor-
mation that should be recorded in AzCCATS through-
out the process, how it should be entered into 
AzCCATS, by whom, and within what time frames. 
However, the Department has not finalized all policies 
and procedures or trained staff on the procedures. 
Auditors will determine if the Department has finalized 
all policies and procedures and trained staff on the 
procedures during the 18-month followup. 

b. Ensure that its planned modifications to 
AzCCATS will allow it to comply with the Novem-
ber 2017 federal requirement that information on 
substantiated complaints be electronically availa-
ble to the public, such as through its website; and 

 Implementation in process 
The Department has modified AzCCATS to include 
information on whether complaints are substantiated 
or unsubstantiated. According to the Department, it 
plans to use a contractor to help it meet the federal 
requirement to provide complaint information online. 
The Department received an extension from the fed-
eral government that allows it until September 30, 
2018, to have this information electronically available 
to the public, but it anticipates completing this by July 
1, 2018. 

c. Ensure that the complaint information it is captur-
ing in AzCCATS is sufficient for allowing it to 
monitor whether complaints are being processed 
in a timely manner and that all steps in the pro-
cess are completed, as well as allow it to period-
ically assess complaint trends. For example, to 
allow the Department to track whether complaints 
are being handled in a timely manner, AzCCATS 
will also need to capture dates for specific steps 
in the process, such as when complaints are re-
ceived, and to monitor trends, AzCCATS will also 
need to capture information such as the nature of 
complaints and whether complaints are substan-
tiated or not.  

 Implementation in process 
The Department has modified AzCCATS to capture 
more information about complaints, including dates 
for specific steps in the process, the nature of com-
plaints, and whether complaints are substantiated. 
Auditors will assess whether staff are entering this in-
formation into AzCCATS during the 18-month fol-
lowup. 

2.3 The Department should develop and implement com-
prehensive complaint investigation policies and pro-
cedures. These policies and procedures should re-
quire inspectors to develop a written complaint inves-
tigation plan for each investigation that outlines the 
specific steps that inspectors should perform, such as 
what documents to review, what items or areas to ob-
serve, and whom to interview. 

 Implementation in process 
In June 2017, the Department developed complaint-
handling procedures that require inspectors to de-
velop a written investigation plan specific to each 
complaint received. As of October 2017, the Depart-
ment is piloting an investigation plan template and 
plans to finalize the template in late fall 2017.  
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2.4 The Department should develop and implement addi-
tional complaint resolution policies and/or guidance in 
its complaint-handling policy regarding its enforce-
ment options and follow-up activities. Specifically, the 
Department should:  

  

a. Develop and implement, within its complaint-han-
dling policy, a systematic, fair, and progressively 
stringent enforcement process. This process 
should provide guidance on the appropriate dis-
ciplinary actions to take if the complaint is sub-
stantiated and when to take progressive discipli-
nary action against a provider, such as when is-
sues are not corrected in a timely manner or the 
provider receives multiple complaints with sub-
stantiated violations; and  

 Implementation in process 
The Department is in the process of developing a rule 
violation enforcement chart that would provide guid-
ance on the appropriate disciplinary actions to take 
based on the severity and history of violations. The 
Department anticipates completing this chart by De-
cember 31, 2017. 

b. Develop and implement policies and procedures 
that specify the follow-up activities to perform, 
such as the steps needed to ensure problems 
have been corrected, and that appropriate per-
sons, such as complainants, are notified of the 
complaint outcome. In addition, the policies and 
procedures should include the time frames for 
performing these follow-up activities.  

 Implementation in process 
The Department has developed policies and proce-
dures that require it to develop a follow-up plan for a 
substantiated complaint and notify the complainant 
and provider of the outcome. The Department has 
also established time frames for these steps. Auditors 
will determine whether staff have been trained on and 
are following these new procedures during the 18-
month followup. 

2.5 The Department should strengthen its monitoring of 
the complaint handling process by: 

  

a. Establishing time frames for completing key steps 
of the complaint-handling process, such as com-
plaint receipt, assignment for investigation, and 
investigation completion. Once established, the 
Department should also develop and implement 
policies and procedures for monitoring compli-
ance with the established complaint-handling 
time frames;  

 Implementation in process 
The Department has established time frames for 
completing many steps of the complaint-handling pro-
cess. However, the Department has not established 
time frames for completing an investigation or policies 
and procedures for monitoring compliance with its es-
tablished complaint-handling time frames. 

b. Developing and implementing policies and proce-
dures directing the supervisory review of com-
plaint handling. Key complaint-handling steps 
that may benefit from supervisory review include 
the complaint intake process, adequacy of the 
complaint investigation, appropriateness of com-
plaint findings and substantiated violations, and 
ensuring the appropriateness of any recom-
mended disciplinary action; and  

 Implementation in process 
The Department has developed policies and proce-
dures directing the supervisory review of key com-
plaint-handling steps, including the complaint intake 
process; adequacy of the complaint investigation; ap-
propriateness of complaint findings and substantiated 
violations; and ensuring the appropriateness of any 
recommended disciplinary action. Auditors will deter-
mine whether staff have been trained on and are fol-
lowing these new procedures during the 18-month fol-
lowup. 
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c. Developing and implementing policies and proce-
dures for reviewing complaint outcomes, identify-
ing trends, and taking any necessary actions 
based on the trends identified. The policies and 
procedures should identify the specific infor-
mation that should be analyzed, such as the num-
ber and types of complaints received, and specify 
how the Department will use the information to 
make changes to its complaint-handling pro-
cesses or identify needs within the child care pro-
vider community, such as a need for additional 
training.  

 Not implemented 
The Department has not developed policies and pro-
cedures related to reviewing complaint outcomes, 
identifying trends, or taking any necessary actions 
based on the trends identified. 

2.6 The Department should develop and implement train-
ing on the complaint-handling process. Specifically, 
the Department should:  

  

a. Develop and implement training that covers the 
entire complaint-handling process from intake to 
resolution and also incorporates the changes 
identified in this audit;  

 Implementation in process  
The Department provided an overview of the com-
plaint-handling process to department supervisors in 
August 2017 and intends to provide training to the 
rest of its child care certification staff on November 
28, 2017. However, this recommendation cannot be 
fully implemented until the Department develops and 
implements all the policies and procedures related to 
the complaint-handling process.  

b. Provide this complaint-handling training to all 
staff who handle complaints directly; and  

 Implementation in process 
Although the Department has scheduled a complaint-
handling training for all child care certification staff on 
November 28, 2017, it cannot fully implement this rec-
ommendation until the Department develops and im-
plements all the policies and procedures related to 
the complaint-handling process. 

c. Provide general training about the overall com-
plaint-handling process to all staff within the child 
care program, including how complaints can be 
filed and an overview of the Department’s policies 
and procedures for handling complaints. 

 Implementation in process 
According to the Department, it has started develop-
ing an outline for this training class and anticipates 
completing the training by May 31, 2018. 

Finding 3: Department should examine costs and benefits of consolidating child care 
regulation under one agency 

3.1 The Department should work with DHS and stake-
holders to examine the costs and benefits of consoli-
dating their child care regulatory functions. 

 Implementation in process  
The Department has begun meeting with DHS and 
stakeholders to discuss options for merging or im-
proving the coordination of the Department’s and 
DHS’ child care regulatory responsibilities. The De-
partment reported that it will continue examining the 
costs and benefits of consolidating their child regula-
tory functions and anticipates completing this effort by 
June 2018. 
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3.2 The Department should document the process and 
results of its analysis to support its conclusions. 

 Not yet applicable  
Implementation of this recommendation is contingent 
upon the Department completing its analysis of the 
costs and benefits of consolidation (see Recommen-
dation 3.1). 

3.3 The Department should share any options to increase 
the efficiency and/or reduce or better manage frag-
mentation, overlap, and duplication identified during 
the analysis with relevant entities, including policy-
makers, as appropriate, regardless of its conclusions 
regarding consolidation, and document these com-
munications. 

 Implementation in process  
The Department reported that as it examines the 
costs and benefits of consolidation, it is also looking 
for areas of fragmentation, overlap, and duplication. 
As it identifies areas and determines solutions, the 
Department reported that it will document and share 
the information with applicable parties to facilitate im-
plementation. 

3.4 If the Department determines that it would be worth-
while to pursue consolidation, it should take the next 
steps to move toward consolidation, including: 

  

a. Seeking the necessary approval to proceed with 
consolidation; and 

 Not yet applicable 
Recommendation 3.4a is not applicable until the De-
partment has determined whether to pursue consoli-
dation. 

b. Working with stakeholders and the Legislature to 
develop and execute an implementation plan. 

 Not yet applicable 
Recommendation 3.4b is not applicable until the De-
partment has determined whether to pursue consoli-
dation. 

Finding 4: Department uses child care waiting list when funding is insufficient to meet 
the needs of all eligible families 

4.1 The Department should complete its plans to stand-
ardize its process for determining when and how 
many children to release from the waiting list, includ-
ing establishing a schedule for how frequently to con-
duct this process. 

 Implementation in process 
The Department reported that as of June 2017, it has 
begun releasing children from the waiting list monthly 
as subsidy funding is available. It further explained 
that when it determines the number of children to re-
lease from the waiting list, it evaluates several varia-
bles including the federal child care budget, available 
subsidy funding based on the appropriation level set 
by the State Legislature, the subsidy utilization rate, 
and the return rate of families on the waiting list that 
continue to want the subsidy. The Department antici-
pates standardizing and codifying this process by 
March 31, 2018.  

4.2 The Department should include its standardized pro-
cess within its policies and procedures to ensure that 
staff know the steps that should be performed to de-
termine when and how many children to release from 
the child care subsidy waiting list. 

 Implementation in process 
As indicated in Recommendation 4.1, the Department 
anticipates codifying its standardized process for de-
termining when and how many children to release 
from its child care waiting list within a standard work 
document by March 31, 2018.  

  


