
 

 

 

ARIZONA AUDITOR GENERAL 
 

LINDSEY A. PERRY 
 

MELANIE M. CHESNEY 
 DEPUTY AUDITOR GENERAL 

JOSEPH D. MOORE 
 DEPUTY AUDITOR GENERAL 

2910 N 44th St., Ste. 410 • PHOENIX, AZ  85018-7271 • (602) 553-0333 • WWW.AZAUDITOR.GOV 

March 16, 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 Health Services’ 
Medical Marijuana Program regarding the implementation status of the 15 audit recommendations 
(including subparts of the recommendations) presented in the performance audit report released 
in June 2019 (Auditor General Report 19-107). As the attached grid indicates: 

   1 has been implemented. 
 10 are in the process of being implemented. 
   1 has not been implemented.  
   2 are not yet applicable. 
   1 is no longer applicable.  

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

Sincerely, 
Dale Chapman, Director 
Performance Audit Division 

cc: Dr. Cara M. Christ, Director 
Arizona Department of Health Services 

 



Arizona Department of Health Services—Medical  
Marijuana Program  

Auditor General Report 19-107 
Initial Follow-Up Report 

Recommendation  Status/Additional Explanation 
 

 
 

Finding 1: Department should take more timely action to revoke registry identification 
cards 

1. The Department should develop and implement 
policies and procedures for revoking medical mari-
juana registry identification cards, including devel-
oping internal steps and associated time frames for 
revocation process steps that are within its control. 

 Implementation in process 
The Department developed policies and procedures for 
revoking registry identification cards in November 2019, 
including the revocation process steps and associated 
time frames. Additionally, the policies and procedures 
include updated matrices to provide guidance on when 
staff should deny or revoke a registry identification card. 
Because the Department’s policies and procedures 
were recently developed and the process to revoke reg-
istry identification cards can take several months, we 
will further assess implementation of this recommenda-
tion and staff compliance with the policies, procedures, 
and time frames during the 18-month followup. 

2. The Department should track and oversee perfor-
mance for the time frames to ensure revocations 
occur as quickly and consistently as possible. 

 Implementation in process 
In conjunction with Recommendation 1, the Department 
also developed a tracking system in November 2019 to 
track registry identification card investigations and rev-
ocations, including the status of specific cases in the 
revocation process. Our initial review indicates that the 
Department is tracking various steps in its revocation 
process; however, because the tracking system was re-
cently developed, we will further assess implementation 
of the tracking system and the Department’s use of this 
system during the 18-month followup. 

Finding 2: Some medical marijuana facility inspections not completed timely or con-
sistently 

3. The Department should develop and implement 
policies and procedures for its inspection processes 
to ensure Department staff apply, assess, and en-
force statutory and rule requirements consistently 
during inspections. The policies and procedures 
should address: 1) how often inspections should be 
conducted; 2) how the Department will schedule 
and track inspections; 3) how to conduct the inspec-
tions, including how violations will be assessed; and 
4) how to accurately maintain a record of its inspec-
tion process and results. 

 Implementation in process 
In November 2019, the Department developed policies 
and procedures for its medical marijuana facility inspec-
tions. The policies and procedures outline how inspec-
tions should be scheduled, conducted, and docu-
mented, including associated time frames. Because 
these policies and procedures were recently developed 
along with a multi-week training program for new staff 
(see explanation for Recommendation 4), we will further 
assess implementation of this recommendation and 
staff compliance with the policies and procedures dur-
ing the 18-month followup. 
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4. The Department should develop and implement a 
structured training program that comprehensively 
addresses the Program’s inspection policies and 
procedures. 

 Implementation in process 
The Department developed a training program in De-
cember 2019 for both new and existing employees to 
address various aspects of the Medical Marijuana Pro-
gram (Program), including inspections and complaint 
handling. For example, the 6-week new employee train-
ing program requires observation of and participation in 
dispensary inspections. Our initial review indicates that 
the Department has begun to implement components of 
its training program, such as holding monthly con-
sistency meetings (see explanation for Recommenda-
tion 5). However, because this program was recently 
developed, we will further assess the Department’s im-
plementation of the training program during the 18-
month followup. 

5. The Department should continue holding and docu-
menting consistency meetings between inspectors 
and Program management and, as appropriate, 
consult with its legal counsel regarding decisions 
reached at consistency meetings. 

 Implemented at 6 months 

Finding 3: Department has inadequately investigated and monitored some complaints 

6. The Department should update and implement pol-
icies and procedures for its complaint-handling pro-
cess, including: 

• Determining and documenting whether com-
plaints are in its jurisdiction. 

• Determining when a secondary review of com-
plaints is necessary to ensure complaints are 
appropriately assigned for investigation, such 
as mandating a secondary review for all com-
plaints determined to be outside the Depart-
ment’s jurisdiction. 

• Documenting all complaint investigation activi-
ties and any decisions reached from investiga-
tions. 

• Establishing time frames for completing key 
steps of the complaint-handling process. 

• Ensuring each complaint received by the De-
partment is accurately recorded, tracked, and 
monitored in a complaint log or in another cen-
tralized location. 

• Reviewing complaint outcomes and trends, and 
taking any necessary actions based on the 
trends identified. 

 Implementation in process 
Although the Department updated its complaint-han-
dling policies and procedures for the Program in De-
cember 2019 and developed a complaint tracker, these 
policies and procedures do not provide sufficient guid-
ance in some areas. For example, the policies and pro-
cedures indicate that a supervisor should be notified if 
staff determine that a complaint is outside of the Depart-
ment’s jurisdiction. However, they do not indicate how 
staff should determine jurisdiction or whether the super-
visor should conduct a secondary review. In addition, 
the complaint-handling policies and procedures do not 
include specific guidance on how to use the Program’s 
complaint tracker. 
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7. The Department should develop and implement 
training for all staff involved in the complaint-han-
dling process once it has developed the policies 
and procedures outlined in Recommendation 6, in-
cluding training for new staff and periodic refresher 
training for all staff. 

 Implementation in process 
Although the Department has developed some com-
plaint-handling training for its staff, it has yet to fully de-
velop and implement complaint-handling policies and 
procedures and would therefore need to further revise 
its training to reflect fully developed complaint-handling 
policies and procedures. See explanations for Recom-
mendations 4 and 6.  

Finding 4: Department has not consistently addressed medical marijuana facility non-
compliance 

8. The Department should develop and/or update and 
implement policies and procedures for addressing 
statutory and rule violations by medical marijuana 
facilities. These policies and procedures should in-
clude guidance for addressing medical marijuana 
facility noncompliance, such as when to seek a pro-
vider meeting and how to conduct provider meet-
ings; the use of unannounced inspections; when to 
seek monetary penalties; when it should pursue 
revocation of a dispensary registration certificate; 
and where to document these decisions. Once 
these policies are developed and/or updated, all ap-
propriate Program staff should be trained on these 
policies and procedures. 

 Implementation in process 
In December 2019, the Department developed policies 
and procedures for addressing medical marijuana facil-
ity statutory and rule violations. The policies and proce-
dures include an enforcement/penalty matrix that iden-
tifies specific violations that would result in provider 
meetings, civil monetary penalties, and/or revocation 
based on the severity and history of the violation. The 
Department held an inspector team training in Decem-
ber 2019 to discuss the new enforcement policy, includ-
ing the enforcement/penalty matrix. Because the poli-
cies and procedures were recently developed, we will 
assess implementation of and staff compliance with the 
policies and procedures during the 18-month followup. 

Finding 5: Although licensed as food establishments, Department does not inspect for 
food safety requirements at medical marijuana infusion kitchens 

9. The Department should conduct unannounced food 
safety inspections of infusion kitchens on an ongo-
ing basis, similar to its practices for other licensed 
food establishments in the State. 

 Not implemented 
As indicated in its response to the performance audit 
report, the Department does not believe that it has the 
statutory authority to conduct unannounced inspections 
on food establishments located within medical mariju-
ana dispensaries and indicated it would not implement 
this recommendation. However, Senate Bill 1010, 
which was introduced in the 2020 Legislative Session, 
would remove the statutory requirement for the Depart-
ment to “give reasonable notice” for conducting inspec-
tions. According to the Department, if passed, this 
change would give the Department the authority to con-
duct unannounced inspections on food establishments 
located within medical marijuana facilities. 
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Finding 6: Department should establish and implement process for setting Program 
fees 

10. The Department should ensure medical marijuana 
fees reflect associated program costs, consistent 
with fee-setting models outlined in best practices. 
Specifically, the Department should: 

  

a. Develop and implement a method, including as-
sociated policies and procedures, for determin-
ing the direct and indirect costs for providing the 
Program. 

 Implementation in process 
The Department finalized a policy in February 2020 to 
provide a consistent approach for establishing user fees 
Department wide, including medical marijuana fees. For 
example, the policy includes guidance on or require-
ments for charging user fees, calculating costs, and re-
viewing and approving fees. Because this policy was 
recently developed, we will assess its implementation 
by Department staff during the 18-month followup. 

b. After developing a cost methodology, deter-
mine whether the fees for medical marijuana 
registry identification cards and medical mariju-
ana facilities should be modified to appropri-
ately align with Program costs. 

 Not yet applicable 
See explanation for Recommendation 10a. 

c. If fee changes are appropriate, proceed with 
rulemaking to modify its fees, including seeking 
an exemption from the rulemaking moratorium 
as necessary and seeking input from stakehold-
ers. 

 Not yet applicable 
See explanation for Recommendation 10a. 

d. Develop and implement a process to periodi-
cally reevaluate the fees associated with the 
Program. 

 Implementation in process 
See explanation for Recommendation 10a. 

Finding 7: Department misallocated some Medical Marijuana Fund monies 

11. The Department should establish and implement 
written policies and procedures regarding the use of 
Fund monies that include the following: 1) the Pro-
gram expenditures that are allowable under the Act; 
2) how to allocate expenditures when more than 1 
Department program benefits from the expenditure; 
3) the processes and documentation necessary to 
charge payroll costs to the Fund to ensure it is only 
charged for the work employees perform on the 
Program; 4) the type of supporting documentation 
that should be prepared and retained for all Fund 
expenditures; and 5) a description of monitoring ac-
tivities, including any supervisory responsibilities, 
that will help ensure that Fund monies are being 
spent in accordance with the Act. 

 Implementation in process 
In February 2020, the Department finalized a Depart-
ment-wide policy to help ensure all Department expend-
itures, including Program expenditures, are allowable, 
appropriate, and authorized by appropriate individuals. 
The policy outlines the transaction thresholds that must 
be approved by designated individuals within the De-
partment’s various divisions. For example, the policy in-
dicates that all transactions must be approved by the 
finance managers, and that transactions above $5,000 
within the Licensing Division, which includes the Pro-
gram, must be approved by the Branch Chief. In addi-
tion, although the policy does not address specific Pro-
gram expenditures that are allowable under the Medical 
Marijuana Act, it outlines roles and responsibilities for 
approving expenditures, allocating expenditures, such 
as distributing costs when more than 1 Department pro-
gram benefits from an expenditure, documentation re-
quirements, and monitoring activities. 



Recommendation  Status/Additional Explanation 
 

Page 5 of 5 

  The Department has also finalized a Department-wide 
time and effort reporting policy pertaining to Department 
staff who are funded from multiple funding sources. The 
policy provides guidance to staff for directly allocating 
time and effort to specific funding sources. The policy 
also outlines various monitoring steps, such as requir-
ing a review of the funding allocation for all staff annu-
ally. 
 
Because these policies were recently developed, we 
will assess their implementation by Department staff 
during our 18-month followup. 

12. The Department should continue using its required 
approval plan to help ensure that Fund monies are 
appropriately approved and accounted for. 

 No longer applicable 
The Department’s expenditures policy finalized in Feb-
ruary 2020 superseded its prior plan for approving fi-
nancial transactions. See explanation for Recommen-
dation 11. 

 


