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March 11, 2020 

The Honorable Anthony Kern, Chair 
Joint Legislative Audit Committee 

The Honorable Rick Gray, Vice Chair 
Joint Legislative Audit Committee 

Dear Representative Kern and Senator Gray: 

We have recently completed an initial followup of the Arizona Department of Revenue regarding 
the implementation status of the 7 audit recommendations presented in the sunset review report 
released in June 2019 (Auditor General Report 19-106). As the attached grid indicates:  

 3 have been implemented. 
 3 are in the process of being implemented. 
 1 is in the process of being implemented in a different manner. 

We will conduct an 18-month followup with the Arizona Department of Revenue on the status of 
those recommendations that have not yet been fully implemented. 

Sincerely, 
Dale Chapman, Director 
Performance Audit Division 

cc: Carlton Woodruff, Director 
Arizona Department of Revenue 

 



Arizona Department of Revenue—Sunset Factors 
Auditor General Report 19-106 

Initial Follow-Up Report 

Recommendation  Status/Additional Explanation 
 

Finding 1: Department did not comply with some conflict-of-interest requirements 

1. The Department should continue to implement and 
comply with its new conflict-of-interest disclosure pro-
cess, including obtaining forms annually from all full-
time employees, temporary staff, contractors, and 
commission and committee members. 

 Implementation in process 
The Department has continued to comply with its con-
flict-of-interest disclosure process and had obtained 
disclosure forms from all full-time employees, tempo-
rary staff, contractors, and commission and commit-
tee members, except from 1 committee member. We 
will conduct additional test work during our 18-month 
followup to determine whether the Department is ob-
taining the disclosure forms annually. 

Sunset Factor #2: The extent to which the Department has met its statutory objective and 
purpose and the efficiency with which it has operated. 

2. The Department should address its IT system’s limi-
tations or immediately implement alternative review 
procedures to ensure it collects and reports all State 
income taxes. 

 Implementation in process 
For the 2019 tax year, the Department is piloting a 
project to compare W-2 withholding data from em-
ployers to the amount of withholding reported by tax-
payers. When discrepancies are identified, the De-
partment is sending letters to the taxpayers request-
ing that they review their return information. The De-
partment is also working on a project for collecting 
and capturing W-2 and Form 1099 data and develop-
ing a tool to perform a reconciliation process for with-
holding and individual income taxes. The Department 
plans to complete the project by the end of fiscal year 
2020. 

3. The Department should plan for BRITS’ ongoing 
maintenance and eventual replacement and docu-
ment these plans. 

 Implementation in process 
In February 2020, the Department contracted for a 
feasibility study for replacing its tax system. This 
study will assess the Department’s current tax sys-
tem, develop the scope of work necessary for procur-
ing a new tax system, and identify funding options for 
the new tax system. The Department will use this 
study to develop a budget request for a new tax sys-
tem. The study should be completed by the end of 
June 2020. 

Sunset Factor #4: The extent to which rules adopted by the Department are consistent 
with the legislative mandate. 

4. The Department should adopt the rule required by 
A.R.S. §43-1080. 

 Implementation in a different manner in process 
The Legislature is considering Senate Bill 1348 in the 
2020 legislative session. This bill would repeal A.R.S. 
§43-1080 and, thus, eliminate the rule requirement. 
As of March 2020, this bill was proceeding through 
the legislative process. 
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Sunset Factor #5: The extent to which the Department has encouraged input from the 
public before adopting its rules and the extent to which it has informed 
the public as to its actions and their expected impact on the public. 

5. The Department should ensure that the commissions 
and committee it supports adhere to all provisions of 
the State’s open meeting law, including ensuring that 
agendas are available 24 hours in advance and meet-
ing minutes are available within 3 business days of 
each meeting. 

 Implemented at 6 months 

Sunset Factor #6: The extent to which the Department has been able to investigate and 
resolve complaints that are within its jurisdiction. 

6. Track the timeliness of its Criminal Investigations 
Unit’s complaint-resolution process. 

 Implemented at 6 months 

7. Document its Taxpayer Assistance Office’s and Crim-
inal Investigations Unit’s complaint-resolution pro-
cesses in written policies and procedures. 

 Implemented at 6 months 

 


