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SUMMARY 

The O f f i c e  of t h e  Audi to r  Genera l  h a s  conducted a performance a u d i t  of t h e  

O f f i c e  o f  t h e  Da i ry  Commissioner i n  response  t o  a January  1 8 ,  1982, 

r e s o l u t i o n  of t h e  J o i n t  L e g i s l a t i v e  Overs igh t  Committee. T h i s  performance 

a u d i t  was conducted a s  a p a r t  of t h e  Sunset  r ev iew s e t  f o r t h  i n  Arizona 

Revised S t a t u t e s  (A.R.S.) Ss41-2351 through 41-2379. 

The O f f i c e  of t h e  Da i ry  Commissioner (ODC) r e g u l a t e s  t h e  p roduc t ion  and 

s a l e  o f  d a i r y  p r o d u c t s  i n  Arizona.  ODC i s  r e s p o n s i b l e  f o r  p r o t e c t i n g  t h e  

p u b l i c  from milk-borne d i s e a s e s  and e n s u r i n g  t h e  q u a l i t y  o f  d a i r y  

p r o d u c t s .  Although t h e  O f f i c e  of t h e  Dairy  Commissioner was e s t a b l i s h e d  

by l aw i n  1918,  r e s p o n s i b i l i t y  f o r  r e g u l a t i n g  t h e  d a i r y  i n d u s t r y  was 

s h a r e d  by s e v e r a l  S t a t e  and l o c a l  a g e n c i e s  u n t i l  1974. S i n c e  1974, ODC 

h a s  been r e s p o n s i b l e  f o r  e n f o r c i n g  A r i z o n a ' s  d a i r y  l a w s  and r e g u l a t i o n s .  

Management o f  Laboratorv  
S e r v i c e s  Needs S t r e n g t h e n i n g  
( s e e  page 1 1 )  

The O f f i c e  of t h e  Dairy  Commissioner may have p a i d  h i g h e r  p r i c e s  t h a n  

n e c e s s a r y  f o r  l a b o r a t o r y  s e r v i c e s  by n o t  u s i n g  c o m p e t i t i v e  b idd ing  t o  t h e  

e x t e n t  p o s s i b l e .  I n  a d d i t i o n ,  ODC does  n o t  a d e q u a t e l y  manage i t s  

l a b o r a t o r y  s e r v i c e s  c o n t r a c t  w i t h  t h e  Department o f  H e a l t h  S e r v i c e s  

(DHS). ODC l a c k s  a c c u r a t e  and r e l i a b l e  work l o a d  d a t a  f o r  t h i s  e s s e n t i a l  

and  c o s t l y  f u n c t i o n ;  consequen t ly ,  ODC b a s e s  budge ta ry  d e c i s i o n s  on 

i n a c c u r a t e  i n f o r m a t i o n  and does  n o t  v e r i f y  t h e  a c c u r a c y  of DHS c h a r g e s  f o r  

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

ODC shou ld  encourage c o m p e t i t i o n  among p r i v a t e  l a b o r a t o r i e s  t o  b i d  f o r  

sampl ing s e r v i c e s  by c l a r i f y i n g  s p e c i f i c a t i o n s  and d i v i d i n g  t h e  c o n t r a c t  

i n t o  two o r  more p r o p o s a l s .  ODC should a l s o  r e q u i r e  DHS t o  p r o v i d e  

a d d i t i o n a l  documentat ion o f  s e r v i c e s  rendered  and m a i n t a i n  i t s  own r e c o r d s  

i n  a  way which a l l o w s  i t  t o  v e r i f y  t h e  accuracy  o f  DHS charges .  



E l i m i n a t i n g  S o f t  Serve R e g u l a t i o n  
W i l l  Save ODC $51,000 ( s e e  page 21) 

T r a n s f e r r i n g  r e s p o n s i b i l i t y  f o r  s a n i t a r y  r e g u l a t i o n  of r e t a i l  s o f t  s e r v e  

i c e  cream t o  coun ty  h e a l t h  depar tments  would s a v e  t h e  ODC up t o  $51,000 

a n n u a l l y  w i t h o u t  reduc ing  p r o t e c t i o n  of p u b l i c  h e a l t h .  C u r r e n t l y ,  a 

r e t a i l  food e s t a b l i s h m e n t  w i t h  a s o f t  s e r v e  machine r e c e i v e s  b o t h  a  

g e n e r a l  i n s p e c t i o n  by t h e  coun ty  h e a l t h  depar tment  and a n  i n s p e c t i o n  of 

t h e  s o f t  s e r v e  machine by ODC. However, t h e s e  two i n s p e c t i o n s  a r e  

s u f f i c i e n t l y  similar t o  make c o n s o l i d a t i o n  f e a s i b l e .  S i n c e  county h e a l t h  

depar tments  now i n s p e c t  t h e  food e s t a b l i s h m e n t s  i n  which t h e  s o f t  s e r v e  

machines a r e  l o c a t e d ,  i n s p e c t i n g  s o f t  s e r v e  machines shou ld  n o t  i n c r e a s e  

t h e i r  p e r s o n n e l  c o s t s .  The L e g i s l a t u r e  shou ld  amend A.R.S. $3-607 t o  

e l i m i n a t e  ODC 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 n s p e c t i n g  s o f t  s e r v e  

machines.  A u t h o r i t y  t o  l i c e n s e  s o f t  s e r v e  machines shou ld  be  t r a n s f e r r e d  

t o  t h e  c o u n t i e s .  

S t r o n g e r  C o n t r o l  o f  A d u l t e r a t e d  
Milk Is Needed ( s e e  Dasze 27)  

ODC shou ld  s t r e n g t h e n  c o n t r o l  over  t h e  d i s p o s i t i o n  o f  a d u l t e r a t e d  milk .  

The e x i s t i n g  program i s  a d e q u a t e  f o r  i d e n t i f y i n g  m i l k  c o n t a i n i n g  p e s t i c i d e  

r e s i d u e  o r  a f l a t o x i n  b u t  does  n o t  p r o v i d e  a n  independent  v e r i f i c a t i o n  of 

p roper  d i s p o s a l .  P h y s i c a l  v e r i f i c a t i o n  by ODC p e r s o n n e l  would e n s u r e  

p r o t e c t i o n  o f  p u b l i c  h e a l t h  and would be c o n s i s t e n t  w i t h  t h e  c o n s i d e r a b l e  

e f f o r t  made t o  i d e n t i f y  a d u l t e r a t e d  mi lk .  ODC s h o u l d  e s t a b l i s h  

1 )  r e g u l a t i o n s  governing t h e  t r a n s p o r t a t i o n  and  d i s p o s a l  o f  a d u l t e r a t e d  

m i l k  and 2 )  p rocedures  which p r o v i d e  f o r  p h y s i c a l  v e r i f i c a t i o n  o f  t h e  

d i s p o s a l  of a d u l t e r a t e d  mi lk  i n  a t  l e a s t  some c a s e s .  



License  Fees  May Be Too Low 
( s e e  page 31) 

ODC r e g u l a t o r y  a c t i v i t i e s  b e n e f i t  bo th  t h e  g e n e r a l  p u b l i c  and t h e  d a i r y  

i n d u s t r y .  Thus, bo th  t h e  p u b l i c  and t h e  i n d u s t r y  s h o u l d  pay a  p o r t i o n  of 

t h e  program's c o s t s .  The p u b l i c  pays through Genera l  Fund a p p r o p r i a t i o n s ;  

t h e  i n d u s t r y  pays th rough  l i c e n s e  f e e s .  However, d a i r y  l i c e n s e  f e e s  have 

remained unchanged f o r  over  30 y e a r s  w h i l e  ODC r e s p o n s i b i l i t i e s  and c o s t s  

have i n c r e a s e d  s u b s t a n t i a l l y .  As a  r e s u l t ,  t h e  p o r t i o n  of  t h e  ODC program 

suppor ted  by l i c e n s e  f e e s  d e c l i n e d  f rom 3 1  p e r c e n t  i n  1952-53 t o  o n l y  5  

p e r c e n t  i n  1981-82. T h i s  i n d i c a t e s  t h a t  t h e  i n d u s t r y  rnay n o t  b e  b e a r i n g  

a n  a d e q u a t e  p o r t i o n  o f  r e g u l a t o r y  c o s t s .  The L e g i s l a t u r e  shou ld  d e t e r m i n e  

t h e  p r o p o r t i o n  of  program c o s t s  which shou ld  b e  recovered  th rough  l i c e n s e  

f e e s  and r e v i s e  t h e  f e e  s c h e d u l e  a c c o r d i n g l y .  

iii 



INTRODUCTION AND BACKGROUND 

The O f f i c e  of t h e  Audi to r  General  h a s  conducted a  performance a u d i t  of t h e  

O f f i c e  o f  t h e  D a i r y  Commissioner i n  response  t o  a January  1 8 ,  1982, 

r e s o l u t i o n  o f  t h e  J o i n t  L e g i s l a t i v e  Overs igh t  Committee. T h i s  performance 

a u d i t  was conducted as a  p a r t  of t h e  Sunse t  r ev iew s e t  f o r t h  i n  Arizona 

Revised S t a t u t e s  (A.R.S.) $541-2351 through 41-2379. 

The O f f i c e  o f  t h e  Da i ry  Commissioner (ODC) r e g u l a t e s  t h e  p r o d u c t i o n  and 

s a l e  of d a i r y  p r o d u c t s  i n  Arizona.  ODC i s  r e s p o n s i b l e  f o r  p r o t e c t i n g  t h e  

p u b l i c  from t h e  h e a l t h  e f f e c t s  of milk-borne d i s e a s e s  and e n s u r i n g  t h e  

q u a l i t y  of d a i r y  p r o d u c t s  produced and s o l d  i n  Arizona.  

H i s t o r y  o f  Dairy  
R e g u l a t i o n  i n  Arizona 

Although t h e  O f f i c e  of t h e  Da i ry  Commissioner was e s t a b l i s h e d  by l a w  i n  

1918,  r e s p o n s i b i l i t y  f o r  r e g u l a t i n g  t h e  d a i r y  i n d u s t r y  was s h a r e d  by 

s e v e r a l  S t a t e  and l o c a l  a g e n c i e s  u n t i l  1974. S i n c e  1974, ODC h a s  been 

r e s p o n s i b l e  f o r  e n f o r c i n g  A r i z o n a ' s  d a i r y  laws and r e g u l a t i o n s .  

P r i o r  t o  1957, t h e  d a i r y  i n d u s t r y  was c h a r a c t e r i z e d  by a  l a c k  of uniform 

s a n i t a t i o n  s t a n d a r d s .  I n  1931,  t h e  L e g i s l a t u r e  recognized  t h e  v a l i d i t y  of 

t h e  F e d e r a l  m i l k  g r a d i n g  s t a n d a r d s  b u t  l e f t  t h e  c h o i c e  o f  a d o p t i n g  t h e  

s t a n d a r d s  t o  each  m u n i c i p a l i t y .  Some c i t i e s  adop ted  t h e  F e d e r a l  s t a n d a r d s  

b u t  o t h e r s  d i d  n o t .  F i n a l l y ,  i n  1957, Ar izona  f o r m a l l y  adop ted  t h e  U.S. 

P u b l i c  H e a l t h  S e r v i c e  S tandard  Milk Ordinance,  l a t e r  renamed t h e  Grade A 

P a s t e u r i z e d  Milk Ordinance (PMO). A l l  m i l k  p roducers ,  manufac tu re r s  and 

d i s t r i b u t o r s  i n  t h e  S t a t e  were  t o  a b i d e  by t h e s e  s a n i t a t i o n  s t a n d a r d s .  

D e s p i t e  t h e  a d o p t i o n  of F e d e r a l  s t a n d a r d s ,  enforcement  was n o t  uniform 

because  r e g u l a t o r y  a u t h o r i t y  was s h a r e d  by a  number o f  S t a t e  and l o c a l  

a g e n c i e s .  The Dai ry  Commissioner had a u t h o r i t y  t o  i s s u e  l i c e n s e s  and 

p e r m i t s  and t o  i n s p e c t  m i l k  p roducers  ( d a i r i e s ) ,  m a n u f a c t u r e r s  and 

d i s t r i b u t o r s .  



However, t h e  Commissioner a p p o i n t e d  coun ty  h e a l t h  o f f i c e r s  a s  h i s  d e p u t i e s  

and  f u n c t i o n e d  l a r g e l y  i n  a n  a d v i s o r y  r o l e .  The S t a t e  H e a l t h  Department 

was a l s o  invo lved  i n  t h e  r e g u l a t i o n  of t h e  d a i r y  i n d u s t r y  because  o f  i t s  

r e s p o n s i b i l i t y  t o  c o n t r o l  d i s e a s e s  which might  b e  t r a n s m i t t e d  through mi lk  

and m i l k  p r o d u c t s .  The S t a t e  H e a l t h  Department d e l e g a t e d  p a r t  o f  i t s  

r e s p o n s i b i l i t i e s  t o  coun ty  h e a l t h  o f f i c e r s .  

The d i v i s i o n  of r e g u l a t o r y  power among t h e s e  s e v e r a l  a g e n c i e s  was n o t  

c l e a r  and l i m i t e d  t h e  e f f e c t i v e n e s s  of t h e  o v e r a l l  r e g u l a t o r y  e f f o r t .  A s  

ev idence  of t h i s ,  i n  t h e  two-year p e r i o d  1972-73, 70 p e r c e n t  o f  t h e  

d a i r i e s  and m i l k  p l a n t s  i n s p e c t e d  by F e d e r a l  o f f i c i a l s  f a i l e d  t o  meet PMO 

s t a n d a r d s .  As a  r e s u l t ,  t h e  Food and Drug A d m i n i s t r a t i o n  (FDA) t h r e a t e n e d  

t o  make Arizona m i l k  s h i p p e r s  i n e l i g i b l e  f o r  i n t e r s t a t e  shipments .  The 

a p p a r e n t  need f o r  g r e a t e r  c e n t r a l i z a t i o n  o f  r e g u l a t o r y  a u t h o r i t y  l e d  t o  

s t a t u t o r y  changes i n  1973 which made t h e  ODC r e s p o n s i b l e  f o r  e n f o r c i n g  

A r i z o n a ' s  d a i r y  laws and r e g u l a t i o n s .  The P a s t e u r i z e d  Milk  Ordinance 

p r o v i d e s  t h e  s t a n d a r d s  f o r  most o f  t h e s e  s t a t u t e s  and r e g u l a t i o n s .  

Programs and A c t i v i t i e s  

C u r r e n t l y ,  t h e  Commissioner o p e r a t e s  s i x  programs which s e r v e  two 

purposes .  One purpose  i s  t o  p r o t e c t  p u b l i c  h e a l t h  from p o t e n t i a l l y  

ha rmfu l  m i l k  and d a i r y  p roduc t s .  The second purpose  i s  t o  e n s u r e  t h e  

m a r k e t a b i l i t y  of d a i r y  p r o d u c t s  through q u a l i t y  c o n t r o l .  The s i x  programs 

a r e  : 

1. L i c e n s i n g  and p e r m i t t i n g  - The Commissioner i s s u e s  l i c e n s e s  and 

p e r m i t s  t o  m i l k  p r o d u c e r s ,  p r o c e s s o r s ,  p r o d u c e r - d i s t r i b u t o r s ,  

w h o l e s a l e  d i s t r i b u t o r s ,  sample rs  and t e s t e r s .  To e n s u r e  

c o n t i n u e d  compliance w i t h  requ i rements ,  s a n i t a r i a n s  i n s p e c t  d a i r y  

farms and manufactur ing p l a n t s  on a  r e g u l a r  b a s i s .  The 

Commissioner's s t a f f  a l s o  l i c e n s e s  and  i n s p e c t s  s o f t  i c e  cream 

d i s p e n s i n g  machines. 

2 .  P e s t i c i d e / a f l a t o x i n  s u r v e i l l a n c e  - Dairy Commissioner s t a f f  t e s t  

samples  from m i l k  t a n k e r s  t o  e n s u r e  t h a t  m i l k  i s  f r e e  of 

c a r c i n o g e n i c  a g e n t s  such as a f l a t o x i n  and p e s t i c i d e s .  



3 .  Sampling of r a w  m i l k  and m i l k  p r o d u c t s  ( " U n i v e r s a l  sampling") - 
ODC s y s t e m a t i c a l l y  t e s t s  raw m i l k  from each  producer  ( d a i r y )  f o r  

a n t i b i o t i c  and b a c t e r i a  l e v e l s .  The t e s t i n g  h a s  two purposes:  

p u b l i c  h e a l t h  and  p roduc t  q u a l i t y .  C o n t r o l l i n g  a n t i b i o t i c s  

p r o t e c t s  p u b l i c  h e a l t h  w h i l e  t e s t i n g  f o r  b a c t e r i a  bo th  p r o t e c t s  

p u b l i c  h e a l t h  and c o n t r o l s  t h e  q u a l i t y  of m i l k  used f o r  Grade A 

produc t s .  Milk  p r o d u c t s ,  such a s  Grade A homogenized milk ,  a r e  

t e s t e d  f o r  c o l i f o r m  and a n t i b i o t i c s .  

4 .  Labe l ing  and compla in t  r e s o l u t i o n  - The Commissioner i n s p e c t s  

packaged mi lk  and t r a d e  p r o d u c t s  t o  e n s u r e  t h a t  r e q u i r e d  

i n f o r m a t i o n  a p p e a r s  on l a b e l s .  The O f f i c e  a l s o  i n v e s t i g a t e s  

consumer compla in t s  r e l a t e d  t o  m i l k  and m i l k  p r o d u c t s .  

5 .  Grading - The U.S. Department of A g r i c u l t u r e  (USDA) c e r t i f i e s  t h e  

Commissioner and s t a f f  t o  g r a d e  b u t t e r ,  cheese  and m i l k  powder 

f o r  compliance w i t h  USDA s t a n d a r d s .  The USDA re imburses  t h e  

S t a t e  f o r  t h i s  s e r v i c e ,  t h e  purpose  o f  which i s  t o  c o n t r o l  t h e  

market q u a l i t y  of t h e s e  p roduc t s .  

6 .  Emergency p reparedness  - The Commissioner c o o p e r a t e s  w i t h  t h e  

Arizona O f f i c e  of Emergency S e r v i c e s  and t h e  Ar izona  R a d i a t i o n  

Regula to ry  Agency t o  p r e p a r e  and implement a n  emergency response  

p l a n  f o r  p o s s i b l e  r a d i a t i o n  i n  mi lk .  

P e r s o n n e l  and Budget 

For  f i s c a l  y e a r  1982-83 t h e  Commissioner h a s  a  s t a f f  o f  t e n  FTEs. These  

i n c l u d e  f i v e  s a n i t a r i a n s ,  one i n s p e c t o r ,  two c l e r i c a l  s t a f f ,  a depu ty  

commissioner and t h e  Commissioner. A l l  a p p r o p r i a t i o n s  f o r  t h e  O f f i c e  a r e  

made from t h e  General  Fund. T a b l e  1 shows a c t u a l  o r  budgeted e x p e n d i t u r e s  

f o r  f i s c a l  y e a r s  1980-81 through 1983-84. 



TABLE 1 

ACTUAL OR BUDGETED EXPENDITURES 
FISCAL YEARS 1980-81 THROUGH 1983-84 

General Fund Actual Actual Approved Requested 

FTE positions 

Personal services 
Employee-related expenses 
Professional and outside 
services 

Travel: 
In-State 
Out-of-State 

Other operating 
expenses 

Equipment 
Total 

Audit Scope and Purpose 

The purpose of our audit work was to evaluate: 

1. The need for dairy regulation; 

2. The effectiveness of regulatory activities, including compliance 

with Federal requirements for Grade A milk and State requirements 

for pesticide/aflatoxin surveillance; and 

3. The efficiency of agency operations. 

The Auditor General and staff express appreciation to the Dairy 

Commissioner and his employees for their cooperation and assistance during 

the course of the audit. 



SUNSET FACTORS 

I n  accordance wi th  A.R.S. SS41-2351 through 41-2379, t h e  L e g i s l a t u r e  i s  t o  

c o n s i d e r  11 f a c t o r s  t o  de te rmine ,  i n  p a r t ,  whether  t o  c o n t i n u e  o r  

t e r m i n a t e  t h e  O f f i c e  of t h e  Dairy  Commissioner (ODC). 

O b j e c t i v e  and purpose  i n  e s t a b l i s h i n g  t h e  agency 

Although Arizona d a i r y  s t a t u t e s  c o n t a i n  no e x p l i c i t  s t a t e m e n t  o f  

l e g i s l a t i v e  i n t e n t ,  A.K.S. s3-605 e s t a b l i s h e d  p u b l i c  h e a l t h  as t h e  

purpose f o r  d a i r y  r e g u l a t i o n .  S p e c i f i c a l l y ,  s u b s e c t i o n  C s t a t e s  t h a t  

"Powers and d u t i e s  i n  t h e  f e d e r a l  m i l k  o rd inance  
r e l a t i n g  t o  h e a l t h  and s a n i t a t i o n  a r e  v e s t e d  i n  t h e  
s t a t e  d a i r y  commissioner.  I n  a d d i t i o n ,  t h e  
commissioner s h a l l  p r o v i d e  r e a s o n a b l e  r e g u l a t i o n s  
n e c e s s a r y  t o  a s s u r e  t h a t  a l l  m i l k  and m i l k  p r o d u c t s  
s o l d  o r  d i s t r i b u t e d  f o r  human consumption a r e  f r e e  from 
unwholesome, poisonous o r  o t h e r  f o r e i g n  s u b s t a n c e s  and 
f i l t h ,  i n s e c t s  o r  d i sease -caus ing  organisms.  The 
r e g u l a t i o n  s h a l l  p r e s c r i b e  r e a s o n a b l y  n e c e s s a r y  
measurements governing t h e  p r o d u c t i o n ,  p r o c e s s i n g ,  
l a b e l i n g ,  s t o r i n g ,  h a n d l i n g  and t r a n s p o r t a t i o n  of m i l k  
and milk  p r o d u c t s  ...." 

ODC p o l i c i e s  and g u i d e l i n e s  r e a f f i r m  p u b l i c  h e a l t h  as t h e  agency ' s  

pr imary o b j e c t i v e .  The agency a l s o  assists t h e  i n d u s t r y  by 

e s t a b l i s h i n g  a  p roduc t  q u a l i t y  s t a n d a r d i z a t i o n  program which e n a b l e s  

Arizona d a i r y  p r o d u c t s  t o  q u a l i f y  f o r  i n t e r s t a t e  shipment.  

2 .  The e f f e c t i v e n e s s  w i t h  which t h e  agency h a s  met i t s  o b j e c t i v e  and 

purpose  and t h e  e f f i c i e n c y  w i t h  which t h e  agency h a s  o p e r a t e d  

ODC h a s  e s t a b l i s h e d  a r e g u l a t o r y  lprogram based on  F e d e r a l  s t a n d a r d s  

which i s  g e n e r a l l y  e f f e c t i v e  i n  p r o t e c t i n g  p u b l i c  h e a l t h  and  meet ing 

t h e  needs  of t h e  d a i r y  i n d u s t r y .  However, t h e  agency c a n  improve i t s  

e f f e c t i v e n e s s  by s t r e n g t h e n i n g  i t s  r e g u l a t o r y  p r o c e d u r e s  f o r  

a f l a t o x i n / p e s t i c i d e  s u r v e i l l a n c e .  



ODC c a n  improve t h e  a f l a t o x i n / p e s t i c i d e  s u r v e i l l a n c e  program by 

r e q u i r i n g  p roducers  and p r o c e s s o r s  t o  n o t i f y  t h e  agency and o b t a i n  

pe rmiss ion  p r i o r  t o  d i s p o s i n g  of a d u l t e r a t e d  mi lk .  ODC shou ld  r e v i s e  

i t s  procedures  f o r  follow-up on a d u l t e r a t e d  m i l k  t o  i n c l u d e  p h y s i c a l  

v e r i f i c a t i o n  of t h e  d i s p o s i t i o n  i n  a t  l e a s t  some i n s t a n c e s  ( s e e  page 

2 7 ) .  

ODC c a n  improve i t s  e f f i c i e n c y  by b e t t e r  managing l a b o r a t o r y  

s e r v i c e s .  Encouraging c o m p e t i t i v e  b idd ing  by p r i v a t e  l a b o r a t o r i e s  f o r  

t h e  l a b o r a t o r y  s e r v i c e s ,  wherever f e a s i b l e ,  c a n  p o s s i b l y  lower c o s t s  

f o r  t h e s e  s e r v i c e s .  Also ,  t h e  agency c u r r e n t l y  l a c k s  t h e  i n f o r m a t i o n  

needed t o  c o n t r o l  t h e  l e v e l  o r  c o s t  of l a b o r a t o r y  a n a l y s e s  ( s e e  page 

1 1 ) .  

ODC can  f u r t h e r  improve e f f i c i e n c y  by d i s c o n t i n u i n g  t h e  s o f t  s e r v e  i c e  

cream program. County h e a l t h  depar tments  c a n  meet t h e  need f o r  

s a n i t a r y  r e g u l a t i o n  o f  s o f t  s e r v e  i c e  cream machines--without adding 

s t a f f - - a s  p a r t  o f  t h e i r  ongoing food e s t a b l i s h m e n t  s a n i t a t i o n  program 

( s e e  page 21) .  

3 .  The e x t e n t  t o  which t h e  agency h a s  o p e r a t e d  w i t h i n  t h e  p u b l i c  i n t e r e s t  

The O f f i c e  o f  t h e  Da i ry  Commissioner o p e r a t e s  i n  t h e  p u b l i c  i n t e r e s t  

by e n f o r c i n g  t h e  P a s t e u r i z e d  Milk Ordinance and  o t h e r  S t a t e  s t a t u t e s  

and r e g u l a t i o n s  which e n s u r e  a  s a f e  supp ly  o f  m i l k  and d a i r y  p roduc t s  

th roughout  t h e  S t a t e .  

O D C ' s  a c t i v i t i e s  a l s o  b e n e f i t  t h e  d a i r y  i n d u s t r y  by h e l p i n g  Arizona 

m i l k  s h i p p e r s  meet t h e  F e d e r a l  r equ i rements  f o r  s h i p p i n g  milk  

ou t -o f - s ta te .  When more t h a n  50 p e r c e n t  o f  t h e  m i l k  p roducers /  

m a n u f a c t u r e r s  i n  a s t a t e  f a i l  F e d e r a l  i n s p e c t i o n s  d u r i n g  a  two-year 

p e r i o d ,  t h e  Food and Drug A d m i n i s t r a t i o n  (FDA) p u t s  t h e  s t a t e  on 

n o t i c e  t h a t  i t s  m i l k  s h i p p e r s  w i l l  be  removed f rom t h e  I n t e r s t a t e  Milk 

S h i p p e r s  (IMS) l i s t  u n l e s s  s u f f i c i e n t  c o r r e c t i v e  a c t i o n s  a r e  taken.  

Removal from t h e  IMS l i s t  p r e v e n t s  mi lk  produced i n  t h a t  s t a t e  from 

being s o l d  i n  o t h e r  s t a t e s .  I n  1972 and 1973, 70 p e r c e n t  of A r i z o n a ' s  



milk  p roducers /manufac tu re r s  f a i l e d  F e d e r a l  i n s p e c t i o n s ;  consequen t ly ,  

FDA t h r e a t e n e d  t o  remove Arizona s h i p p e r s  from t h e  IFIS l i s t .  I n  1973, 

t h e  L e g i s l a t u r e  made t h e  ODC r e s p o n s i b l e  f o r  e n f o r c i n g  a l l  

d a i r y - r e l a t e d  s t a t u t e s .  S ince  then ,  t h e  s a n i t a r y  c o n d i t i o n s  of t h e  

Arizona d a i r y  i n d u s t r y  have improved s u b s t a n t i a l l y  as measured by 

F e d e r a l  i n s p e c t i o n s ,  and  Arizona s h i p p e r s  have remained on  t h e  IMS 

l i s t .  The most r e c e n t  F e d e r a l  e v a l u a t i o n  showed A r i z o n a ' s  d a i r y  

i n d u s t r y  t o  be w e l l  w i t h i n  F e d e r a l  s t a n d a r d s .  

4 .  The e x t e n t  t o  which r u l e s  and r e g u l a t i o n s  promulgated by t h e  agency 

a r e  c o n s i s t e n t  w i t h  t h e  l e g i s l a t i v e  mandate 

During our  a u d i t ,  we found no a p p a r e n t  i n c o n s i s t e n c i e s  between O D C ' s  

r e g u l a t i o n s  and i t s  s t a t u t e s  o r  o b j e c t i v e s .  However, F ind ing  I11 

recommends changes i n  t h e  r e g u l a t i o n s  t o  a l l o w  f o r  more e f f e c t i v e  

c o n t r o l  o v e r  t h e  d i s p o s a l  of m i l k  a d u l t e r a t e d  w i t h  a f l a t o x i n  o r  

p e s t i c i d e s  ( s e e  page 2 7 ) .  

5 .  The e x t e n t  t o  which t h e  agency h a s  encouraged i n p u t  from t h e  p u b l i c  

b e f o r e  promulgating i t s  r u l e s  and r e g u l a t i o n s  and t h e  e x t e n t  t o  which 

i t  h a s  informed t h e  p u b l i c  a s  t o  i t s  a c t i o n s  and  t h e i r  expec ted  impact  

on t h e  p u b l i c  

The most r e c e n t  r e v i s i o n  t o  t h e  r u l e s  and r e g u l a t i o n s  was made i n  

1979. ODC complied w i t h  requ i rements  f o r  p u b l i c l y  p o s t i n g  t h e  

proposed r e v i s i o n ,  h o l d i n g  p u b l i c  h e a r i n g s  and send ing  s p e c i a l  

n o t i f i c a t i o n s  t o  i n d u s t r y  r e p r e s e n t a t i v e s  and  o t h e r  i n t e r e s t e d  

p a r t i e s .  During t h e  c o u r s e  of o u r  a u d i t ,  ODC submi t t ed  proposed 

s t a t u t o r y  r e v i s i o n s  t o  r e p r e s e n t a t i v e s  of  t h e  d a i r y  i n d u s t r y  f o r  t h e i r  

i n p u t .  

I n  a d d i t i o n ,  ODC in forms  t h e  p u b l i c  as t o  i t s  a c t i o n s  by i s s u i n g  a  

p r e s s  r e l e a s e  r e g a r d i n g  any  a d v e r s e  sample r e s u l t s  and  any a c t i o n  

t a k e n  a g a i n s t  s p e c i f i c  p roduc t s .  



6.  The e x t e n t  t o  which t h e  agency h a s  been a b l e  t o  i n v e s t i g a t e  and 

r e s o l v e  c o m p l a i n t s  t h a t  a r e  w i t h i n  i t s  j u r i s d i c t i o n  

ODC p o l i c y  i s  t o  i n v e s t i g a t e  a l l  compla in t s  as  r a p i d l y  as p o s s i b l e .  

Our rev iew o f  ODC compla in t  f i l e s  shows t h a t  i n  most i n s t a n c e s  t h e  

agency i n i t i a t e s  a c t i o n  promptly upon r e c e i v i n g  compla in t s .  ODC 

r e c e i v e d  3 1  compla in t s  d u r i n g  t h e  l a s t  q u a r t e r  o f  1982 and began 

i n v e s t i g a t i n g  23 w i t h i n  one day o r  l e s s .  I n  25 of t h e  3 1  c a s e s  ODC 

o b t a i n e d  s a t i s f a c t o r y  r e s o l u t i o n  w i t h i n  two weeks o f  t h e  i n i t i a l  

compla in t .  

7. The e x t e n t  t o  which t h e  A t t o r n e y  General  o r  a n y  o t h e r  a p p l i c a b l e  

agency of S t a t e  government h a s  t h e  a u t h o r i t y  t o  p r o s e c u t e  a c t i o n s  

under e n a b l i n g  l e g i s l a t i o n  

V i o l a t i o n s  of O D C ' s  e n a b l i n g  s t a t u t e s  c a n  be p r o s e c u t e d  a s  c r i m i n a l  

o f f e n s e s  by t h e  A t t o r n e y  General  o r  t h e  County At to rney .  I n  a d d i t i o n ,  

ODC can s e e k  a c o u r t  i n j u n c t i o n  a g a i n s t  v i o l a t i o n s  of A.R.S. §$3-661 

through 3-670 when more immediate enforcement  a c t i o n  i s  needed. 

However, ODC does  n o t  have t h e  same a u t h o r i t y  t o  s e e k  i n j u n c t i o n s  

a g a i n s t  v i o l a t i o n s  of A.R.S. §§3-601 through 3-634. To e n s u r e  uniform 

enforcement  o f  d a i r y  l a w s ,  t h e  L e g i s l a t u r e  may wish t o  amend A.R.S. 

s3-634 t o  a l l o w  t h e  ODC t o  s e e k  a n  i n j u n c t i o n  f o r  a l l  v i o l a t i o n s .  

8. The e x t e n t  t o  which t h e  agency h a s  a d d r e s s e d  d e f i c i e n c i e s  i n  t h e  

e n a b l i n g  s t a t u t e s  which p reven t  i t  from f u l f i l l i n g  i t s  s t a t u t o r y  

mandate 

ODC h a s  sought  o n l y  one s t a t u t o r y  r e v i s i o n  i n  r e c e n t  y e a r s .  The 1982 

amendments t o  t h e  s t a t u t e s  s t r u c k  t h e  y e a r  "1978" i n  r e f e r e n c e s  made 

t o  t h e  Grade A  P a s t e u r i z e d  Milk Ordinance (PMO). T h i s  a l l o w s  ODC t o  

e n f o r c e  t h e  F e d e r a l  s t a n d a r d s  r e g a r d l e s s  o f  t h e  d a t e  of r e v i s i o n s  made 

t o  t h e  PMO. 



More r e c e n t l y ,  ODC p repared  s t a t u t o r y  r e v i s i o n s  w i t h  t h e  o r i g i n a l  

i n t e n t  of proposing t h e s e  changes d u r i n g  t h e  1983 s e s s i o n .  The 

A t t o r n e y  Genera l ,  L e g i s l a t i v e  Counci l  and r e p r e s e n t a t i v e s  o f  t h e  

i n d u s t r y  reviewed t h e  proposed r e v i s i o n s ,  which i n c l u d e d  a d o p t i o n  of 

F e d e r a l  s t a n d a r d s  f o r  manufactured m i l k  products ."  Upon 

r e c o n s i d e r a t i o n ,  however, t h e  ODC p l a n s  t o  make t h e  changes by 

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

9.  The e x t e n t  t o  which changes a r e  n e c e s s a r y  i n  t h e  laws o f  t h e  agency t o  

a d e q u a t e l y  comply w i t h  t h e  f a c t o r s  l i s t e d  i n  t h e  s u b s e c t i o n  

Based on our  a u d i t  work, we recommend t h e  L e g i s l a t u r e  c o n s i d e r  making 

t h r e e  changes i n  t h e  e n a b l i n g  s t a t u t e s  f o r  t h e  O f f i c e  o f  t h e  Dairy  

Commissioner : 

a .  D e l e t e  r e q u i r e m e n t s  i n  S t a t e  law f o r  l i c e n s i n g  and 

i n s p e c t i n g  s o f t  s e r v e  i c e  cream machines ( s e e  page 2 1 ) ,  

b. I n c r e a s e  l i c e n s e  f e e s  t o  r e c o v e r  a g r e a t e r  p o r t i o n  of 

r e g u l a t o r y  c o s t s  ( s e e  page 3 1 ) ,  and 

c .  A u t h o r i z e  t h e  ODC t o  s e e k  a c o u r t  i n j u n c t i o n  a g a i n s t  

v i o l a t i o n s  o f  A.R.S. SS3-601 through 3-634. 

1 0 .  The e x t e n t  t o  which t h e  t e r m i n a t i o n  o f  t h e  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  

Terminat ing t h e  O f f i c e  of t h e  Da i ry  Commissioner and t h e  s a n i t a t i o n  

programs which i t  c a r r i e s  o u t  would expose t h e  p u b l i c  t o  t h e  r i s k  of 

milk-borne d i s e a s e  now l a r g e l y  under c o n t r o l .  Moreover, t e r m i n a t i o n  

o f  ODC and i t s  programs would mean t h a t  Arizona no  l o n g e r  mee t s  t h e  

r e q u i r e m e n t s  of t h e  PMO. Consequent ly ,  Arizona d a i r y  p roducers  would 

no l o n g e r  be a b l e  t o  s h i p  m i l k  o u t - o f - s t a t e  a s  p a r t  o f  t h e  I n t e r s t a t e  

H i l k  Sh ippers  Agreement. 

* Manufactured m i l k  p r o d u c t s  a r e  p r o d u c t s  made from m i l k  o r  cream n o t  
conforming t o  t h e  requ i rements  of t h e  PMO. 
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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  e x e r c i s e d  by t h e  agency i s  

a p p r o p r i a t e  and whether  l e s s  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 b e  a p p r o p r i a t e  

ODC r e g u l a t i o n  meets  t h e  r e q u i r e m e n t s  o f  t h e  F e d e r a l  PMO and t h u s  

p r o v i d e s  r e a s o n a b l e  a s s u r a n c e  t h a t  d a i r y  p r o d u c t s  a r e  s a f e  and 

wholesome. Two r e g u l a t o r y  areas, however, need improvement. 

F i r s t ,  ODC needs t o  e s t a b l i s h  more e f f e c t i v e  c o n t r o l  o v e r  t h e  d i s p o s a l  

of  m i l k  con tamina ted  w i t h  a f l a t o x i n  o r  p e s t i c i d e .  The agency shou ld  

promulgate  r u l e s  and r e g u l a t i o n s  r e q u i r i n g  t h e  i n d u s t r y  t o  n o t i f y  ODC 

and o b t a i n  pe rmiss ion  p r i o r  t o  d i s p o s i n g  of a d u l t e r a t e d  mi lk .  ODC 

shou ld  v e r i f y  p roper  d i s p o s a l  by p h y s i c a l l y  o b s e r v i n g  t h e  d i s p o s a l  i n  

a t  l e a s t  some i n s t a n c e s  ( s e e  page 2 7 ) .  

Second, t h e  s o f t  s e r v e  i c e  cream r e g u l a t o r y  program s h o u l d  be 

t r a n s f e r r e d  t o  t h e  c o u n t i e s .  County h e a l t h  depar tments  cou ld  

a d e q u a t e l y  r e g u l a t e  s o f t  s e r v e  i c e  cream as p a r t  of t h e i r  r o u t i n e  food 

e s t a b l i s h m e n t  s a n i t a t i o n  programs ( s e e  page 2 1 ) .  



FINDING I 

TIIE OFFICE OF THE DAIRY COMMISSIONER DOES NOT ADEQUATELY MANAGE ITS 

CONTMCT FOR LABORATORY ANALYSIS OF DAIRY SAMPLES. 

The O f f i c e  of  t h e  Da i ry  Commissioner (ODC) d o e s  n o t  a d e q u a t e l y  manage i t s  

c o n t r a c t  w i t h  t h e  Department o f  Hea l th  S e r v i c e s  (DHS) f o r  l a b o r a t o r y  

a n a l y s i s  of d a i r y  samples.  Labora to ry  a n a l y s i s  i s  e s s e n t i a l  f o r  ODC t o  

r e g u l a t e  t h e  d a i r y  i n d u s t r y  and r e p r e s e n t s  a  major  p o r t i o n  o f  t h e  O f f i c e ' s  

budget .  Iiowever, ODC may have p a i d  h i g h e r  u n i t  p r i c e s  t h a n  n e c e s s a r y  f o r  

sample a n a l y s i s  and l a c k s  t h e  i n f o r m a t i o n  needed t o  c o n t r o l  t h e  l e v e l  and 

c o s t  of  i t s  l a b o r a t o r y  s e r v i c e s  program. 

Labora to ry  A n a l y s i s  Is E s s e n t i a l  
To t h e  Regu la to ry  Program 

ODC r e l i e s  e x t e n s i v e l y  on l a b o r a t o r y  a n a l y s i s  i n  i t s  o v e r s i g h t  o f  t h e  

d a i r y  i n d u s t r y .  ODC a n n u a l l y  p r o c e s s e s  between 9 ,000 and 10 ,000  samples 

t e s t i n g  d a i r y  p r o d u c t s  f o r  milk-borne d i s e a s e s ,  a f l a t o x i n ;  p e s t i c i d e s ,  

b a c t e r i a  coun t  and a n t i b i o t i c s .  Approximate ly  5 ,000  o f  t h e s e  samples  a r e  

r e q u i r e d  by t h e  F e d e r a l  Grade A  P a s t e u r i z e d  Mi lk  Ordinance (PMO) t o  

q u a l i f y  Arizona milk  p roducers  f o r  i n t e r s t a t e  sh ipments .  Another  1 , 5 0 0  t o  

2,000 samples  a r e  p a r t  of  O D C ' s  a f l a t o x i n / p e s t i c i d e  s u r v e i l l a n c e  program 

t o  e n s u r e  t h a t  p roducers  do n o t  market  a d u l t e r a t e d  m i l k .  About 2,500 t o  

3,000 samples  t e s t  t h e  q u a l i t y  o f  s o f t  s e r v e  i c e  cream. Thus, l a b o r a t o r y  

a n a l y s i s  i s  e s s e n t i a l  t o  O D C ' s  d u a l  r e s p o n s i b i l i t y  of  p r o t e c t i n g  t h e  

p u b l i c  h e a l t h  and e n s u r i n g  t h e  m a r k e t a b i l i t y  and q u a l i t y  of  d a i r y  p r o d u c t s .  

The l a b o r a t o r y  a n a l y s i s  program i s  a l s o  a major  p o r t i o n  of ODC's budget .  

A s  Tab le  2 shows, ODC expends a t  l e a s t  one- th i rd  o f  i t s  budget  t o  t e s t  

approx imate ly  10 ,000  samples  a n n u a l l y .  



TABLE 2 

PROPORTION OF LABORATORY COSTS TO TOTAL BUDGET 
FOR FISCAL YEARS 1980-81 THROUGH 1983-84 

F i s c a l  Year 
1980-81 1981-82 ,1982-83 1983-84 
( A c t u a l )  (Ac tua l )  ( E s t i m a t e )  ( E s t i m a t e )  

Number of 
Samples 9,648 9,052 9,320 10,620 

Cost  of Lab 
S e r v i c e s  $194,400 $199,300 $153,000 $174,400 

T o t a l  ODC Budget $436,900 $485,800 $483,000 $475,500 

P e r c e n t  o f  Lab 
C o s t s  t o  T o t a l  
Budget 4  4% 41% 

Because l a b o r a t o r y  a n a l y s i s  i s  impor tan t  t o  d a i r y  r e g u l a t i o n  and 

r e p r e s e n t s  a l a r g e  p o r t i o n  of t h e  ODC budge t ,  management c o n t r o l  i s  

n e c e s s a r y  t o  e n s u r e  e f f i c i e n c y .  D e s p i t e  t h e  importance of l a b o r a t o r y  

a n a l y s i s ,  t h e  Dairy  Commissioner h a s  n o t  c o n s i d e r e d  manager ia l  o v e r s i g h t  

and a c c o u n t a b i l i t y  t o  be  h i s  agency ' s  r e s p o n s i b i l i t y  s i n c e  DHS prov ides  

t h e  s e r v i c e s .  

ODC Mav Have Pa id  Higher 
Uni t  P r i c e s  than  Necessary  
f o r  Labora to ry  S e r v i c e s  

ODC may have pa id  h i g h e r  u n i t  p r i c e s  t h a n  necessa ry  f o r  l a b o r a t o r y  s e r v i c e s  

i n  r e c e n t  y e a r s .  P r i o r  t o  1982-83, a t  l e a s t  one p r i v a t e  l a b o r a t o r y  could  

have p rov ided  some a n a l y t i c a l  s e r v i c e s  t o  ODC a t  s u b s t a n t i a l l y  lower c o s t s  

t h a n  DHS charged.  Although t h e  b idd ing  p r o c e s s  a p p e a r s  t o  have l e d  t o  

reduced u n i t  p r i c e s  f o r  some s e r v i c e s ,  f u r t h e r  s a v i n g s  may be p o s s i b l e  

through g r e a t e r  u s e  o f  c o m p e t i t i v e  bidding.  



ODC h a s  a lways  used t h e  DHS l a b o r a t o r y  f o r  a l l  sample a n a l y s e s .  The DHS 

l a b o r a t o r y  i s  p r e s e n t l y  t h e  o n l y  l a b o r a t o r y  i n  Arizona c e r t i f i e d  by t h e  

F e d e r a l  government t o  perform t h e  a n a l y s e s  r e q u i r e d  by t h e  P a s t e u r i z e d  Milk 

Ordinance (PSIO). However, p r i v a t e  l a b o r a t o r i e s  c a n  become c e r t i f i e d  f o r  PMO 

a n a l y s e s .  F u r t h e r ,  State-mandated sampl ing programs, such a s  

a f l a t o x i n / p e s t i c i d e  and s o f t  s e r v e  i c e  cream, do n o t  r e q u i r e  l a b o r a t o r y  

c e r t i f i c a t i o n .  T h e r e f o r e ,  u s e  of t h e  DHS l a b o r a t o r y  c a n  be j u s t i f i e d  o n l y  

i f  q u a l i t y  and p r i c e  a r e  c o m p e t i t i v e  w i t h  p r i v a t e  l a b o r a t o r i e s .  

P r i v a t e  Labora to ry  P r i c e s  Lower - ODC c o u l d  have purchased l a b o r a t o r y  

s e r v i c e s  f o r  p e s t i c i d e  a n a l y s e s  a t  a  lower  c o s t  p e r  sample t h a n  t h a t  charged 

by DHS. We compared DHS u n i t  p r i c e s  f o r  p e s t i c i d e  a n a l y s e s  w i t h  t h o s e  o f  a 

p r i v a t e  l a b o r a t o r y .  Our r e s u l t s  show t h a t  p r i o r  t o  f i s c a l  y e a r  1982-83 t h e  

p r i v a t e  l a b o r a t o r y  c o s t  p e r  sample f o r  p e s t i c i d e  a n a l y s e s  was abou t  $12 

lower  t h a n  t h e  DHS p r i c e .  DHS charged $52 p e r  sample w h i l e  t h e  p r i v a t e  

l a b o r a t o r y  quoted a  p r i c e  between $35 and $40 p e r  sample f o r  a  monthly 

volume of 75 t o  100 samples .  Thus, p r i v a t e  l a b o r a t o r y  c h a r g e s  would have 

been 20 p e r c e n t  lower  t h a n  DMS charges . "  

Impact o f  Compet i t ive  Bidding - The c o s t  of  DHS l a b o r a t o r y  s e r v i c e s  

d e c r e a s e d  i n  1982 when 0DC sought  c o m p e t i t i v e  b i d s .  An A t t o r n e y  Genera l  

o p i n i o n  i s s u e d  i n  1982 i n d i c a t e d  t h a t  ODC s h o u l d  purchase  l a b o r a t o r y  

s e r v i c e s  by open c o m p e t i t i v e  b i d s .  ODC s o l i c i t e d  b i d s  f o r  i t s  1983-84 

l a b o r a t o r y  s e r v i c e s  i n  J u l y  1982.  DHS was t h e  o n l y  b i d d e r  a t  $174,400. The 

b i d  r e f l e c t e d  a  r e d u c t i o n  from $71 t o  $46 pe r  sample f o r  a f l a t o x i n  a n a l y s e s  

and a  r e d u c t i o n  from $52 t o  $34 pe r .  sample f o r  p e s t i c i d e  a n a l y s e s .  More 

s i g n i f i c a n t l y ,  however, DHS a l s o  reduced by t h e  same amounts i t s  c o s t s  f o r  

a f l a t o x i n  and p e s t i c i d e  a n a l y s e s  under  t h e  1982-83 c o n t r a c t .  

* ODC compared DHS c h a r g e s  w i t h  t h e  same p r i v a t e  l a b o r a t o r y  i n  1980.  
However, r e s u l t s  of t h e  ODC compar ison were m i s l e a d i n g .  According t o  
ODC, t h e  p r i v a t e  l a b o r a t o r y  quoted a  p r i c e  of $70 p e r  sample. Our 
comparison r e v e a l e d  t h a t  t h e  $70 p e r  sample c o s t  was f o r  a  s i n g l e  
sample.  ODC a c t u a l l y  s u b m i t s  between 75 t o  100 samples  each month f o r  
p e s t i c i d e  a n a l y s i s .  As t h e  number of samples  i n c r e a s e s ,  t h e  c o s t  p e r  
sample d e c r e a s e s .  Thus,  t h e  p r i v a t e  l a b o r a t o r y  c o s t  was a c t u a l l y  
between $35 t o  $40 p e r  sample ,  r a t h e r  t h a n  $70. 



The s u b s t a n t i a l  r e d u c t i o n  i n  l a b o r a t o r y  c o s t s  s u g g e s t s  t h a t  p r e v i o u s  y e a r s '  

c o n t r a c t s  were o v e r p r i c e d .  Budget a n a l y s t s  and i n d u s t r y  s o u r c e s  had 

q u e s t i o n e d  DHS p r i c e s  f o r  a f l a t o x i n  and p e s t i c i d e  a n a l y s e s  a s  be ing  t o o  

h i g h .  Without c o m p e t i t i v e  b i d d i n g ,  however, n e i t h e r  ODC n o r  DHS had any 

i n c e n t i v e  t o  keep c o s t s  t o  a  minimum. ODC and DHS e x p l a i n  t h e  c o s t  

r e d u c t i o n  by n o t i n g  t h a t  new equipment was purchased i n  p r e v i o u s  y e a r s  and 

t h e  l a b o r a t o r y  s t r e a m l i n e d  t e s t i n g  procedures .  However, t h e  c o s t  d e c r e a s e s  

f o r  f i s c a l  y e a r s  1982-83 and 1983-84 o c c u r r e d  c o n c u r r e n t l y  w i t h  t h e  open 

c o m p e t i t i v e  b idd ing  p r o c e s s .  

Need t o  I n c r e a s e  Compet i t ion - Although l a b o r a t o r y  c o s t s  decreased  w i t h  

c o m p e t i t i v e  b i d d i n g ,  ODC can  i n c r e a s e  c o m p e t i t i o n  f o r  t h e  l a b o r a t o r y  

s e r v i c e s  c o n t r a c t  by c l a r i f y i n g  i t s  requ i rements  and d i v i d i n g  t h e  c o n t r a c t .  

Misunders tandings  abou t  ODC requ i rements  may have d i scouraged  some p r i v a t e  

l a b o r a t o r i e s  from s u b m i t t i n g  b i d s  i n  1982. Div id ing  t h e  c o n t r a c t  would 

o f f e r  t h e  o p p o r t u n i t y  t o  b i d  t o  a  l a r g e r  number o f  l a b o r a t o r i e s .  C l a r i f y i n g  

t h e  b i d  s p e c i f i c a t i o n s  would p rov ide  i n t e r e s t e d  l a b o r a t o r i e s  w i t h  b e t t e r  

i n f o r m a t i o n  on which t o  base  t h e i r  p r o p o s a l s .  

P r i v a t e  l a b o r a t o r i e s  were i n t e r e s t e d  when ODC i s s u e d  a n  i n v i t a t i o n  t o  b i d  on 

t h e  l a b o r a t o r y  s e r v i c e s  c o n t r a c t  f o r  f i s c a l  y e a r  1983-84 b u t  may have been 

d i scouraged  by misunders tand ings  abou t  agency requ i rements .  Of t h e  f o u r  

l a b o r a t o r i e s  which o b t a i n e d  b i d  s p e c i f i c a t i o n s ,  o n l y  DHS submi t t ed  a formal  

p roposa l .  R e p r e s e n t a t i v e s  of one l a b o r a t o r y  t o l d  u s  t h a t  one r e a s o n  i t  d i d  

n o t  b id  was t h e i r  unders tand ing  t h a t  ODC would normal ly  r e q u i r e  a n a l y s e s  on 

weekends, a  _ requ i rement  t h e  l a b o r a t o r y  cou ld  n o t  meet a t  a  c o m p e t i t i v e  

p r i c e .  Although ODC s p e c i f i e d  a  need f o r  "24 hour l a b o r a t o r y  f a c i l i t i e s  i n  

c a s e  of emergency," t h e  need i s  n o t  r o u t i n e .  Thus, one p o t e n t i a l  b i d d e r  d i d  

n o t  submit  a  b id  a t  l e a s t  i n  p a r t  because  i t  misunders tood ODC requ i rements .  

A second p o t e n t i a l  b i d d e r  d i d  n o t  submit a  fo rmal  p r o p o s a l  because i t  l acked  

s u f f i c i e n t  t ime. ODC o r i g i n a l l y  gave b i d d e r s  f o u r  weeks t o  submit  p r o p o s a l s  

and l a t e r  extended t h e  d e a d l i n e  by a n  a d d i t i o n a l  two weeks. However, s i n c e  

t h e s e  s e r v i c e s  had n o t  been p u t  o u t  t o  b i d  p r i o r  t o  1982,  t h i s  second 

p o t e n t i a l  b i d d e r  d i d  n o t  c o n s i d e r  s i x  weeks adequa te  t o  p r e p a r e  a p roposa l .  

T h i s  l a b o r a t o r y ,  however, p l a n s  t o  submit  a p r o p o s a l  f o r  t h e  n e x t  f i s c a l  

y e a r .  
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Thus, O D C ' s  i n i t i a l  e x p e r i e n c e  w i t h  c o m p e t i t i v e  b idd ing  i n d i c a t e s  t h a t  

p r i v a t e  l a b o r a t o r i e s  a r e  i - n t e r e s t e d  i n  b idd ing  f o r  t h e  l a b o r a t o r y  s e r v i c e s  

c o n t r a c t .  To improve f u t u r e  c o m p e t i t i o n ,  ODC shou ld  c l a r i f y  i t s  

s p e c i f i c a t i . o n s  t o  p rec lude  any  misunders tand ings  a b o u t  what w i l l  be r e q u i r e d  

of t h e  s u c c e s s f u l  b i d d e r .  

Dividing t h e  c o n t r a c t  by t h e  t h r e e  t y p e s  of a n a l y s e s  involved--PMO, 

a f l a t o x i n / p e s t i c i d e  and s o f t  s e r v e  analyses--would f u r t h e r  encourage 

compet i t ion .  P r e v i o u s l y ,  ODC i s s u e d  a  s i n g l e  s e t  of s p e c i f i c a t i o n s  cover ing  

a l l  r e q u i r e d  a n a l y s e s .  Because PllO a n a l y s e s  r e q u i r e  a f e d e r a l l y  c e r t i f i e d  

l a b o r a t o r y ,  t h i s  s i n g l e  s e t  of s p e c i f i c a t i o n s  r e s t r i c t e d  b idd ing  by f o r c i n g  

p o t e n t i a l  b idders  t o  o b t a i n  t h e  PMO c e r t i f i c a t i o n  t o  s u c c e s s f u l l y  compete.* 

ODC can promote c o m p e t i t i o n  by d i v i d i n g  i t s  program i n t o  two o r  t h r e e  

c o n t r a c t s ,  one f o r  PMO a n a l y s e s  and one o r  two f o r  a f l a t o x i n / p e s t i c i d e  and 

s o f t  s e r v e  i c e  cream a n a l y s e s .  P r i v a t e  l a b o r a t o r i e s  a r e  q u a l i f i e d  t o  

perform t h e  l a t t e r  two a n a l y s e s  w i t h o u t  PMO c e r t i f i c a t i o n .  For f i s c a l  y e a r  

1983-84, t h e  c o s t  of l a b  s e v i c e s  f o r  t h e s e  samples i s  $81,000 and $20,000, 

r e s p e c t i v e l y .  The PMO p o r t i o n  i s  $73,000. Div id ing  t h e  c o n t r a c t  i n  t h i s  

manner would i n c r e a s e  c o m p e t i t i o n  and may r e s u l t  i n  even l o w e r  u n i t  p r i c e s .  

ODC Lacks Management Cont ro l  
Over Labora to ry  S e r v i c e s  

ODC l a c k s  adequa te  c o n t r o l  over  t h e  l e v e l  and c o s t  of i t s  l a b o r a t o r y  

s e r v i c e s  program. I n a c c u r a t e  management d a t a  h i n d e r s  t h e  budget ing 

p r o c e s s  and p r e v e n t s  ODC from e f f e c t i v e l y  n o n i t o r i n g  DHS c h a r g e s  f o r  

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

* Although most p r i v a t e  l a b o r a t o r i e s  a r e  e l i g i b l e  f o r  c e r t i f i c a t i o n ,  
p r i o r  t o  1982 ODC d i d  n o t  b i d  o u t  d a i r y  a n a l y s e s ,  and t h e r e f o r e  
p r i v a t e  l a b o r a t o r i e s  had no r e a s o n  t o  become c e r t i f i e d .  IIowever, 
p r i v a t e  l a b o r a t o r i e s  a r e  l i k e l y  t o  a p p l y  f o r  c e r t i f i c a t i o n  now t h a t  
the  o p p o r t u n i t y  e x i s t s  t o  o b t a i n  a  c o n t r a c t  w i t h  ODC. 



Management Data I n a c c u r a t e  - OCC does  n o t  know t h e  a c t u a l  amount of 

l a b o r a t o r y  s e r v i c e s  r e c e i v e d .  I n  f a c t ,  f o u r  s e p a r a t e  a c c o u n t s  p rov ide  f o u r  

d i f f e r e n t  f i g u r e s  r e g a r d i n g  t h e  amount of s e r v i c e  r e c e i v e d .  

A comparison o f  ODC budget  submiss ions  f o r  f i s c a l  y e a r s  1982-83 and  1983-84 

r e v e a l e d  t h a t  each r e p o r t s  d i f f e r e n t  f i g u r e s  f o r  t h e  number o f  d a i r y  samples 

p rocessed  by t h e  DHS l a b o r a t o r y  ( T a b l e  3 ) .  I n  i t s  1982-83 budget r e q u e s t ,  

ODC r e p o r t e d  4,740 m i l k  samples ana lyzed  i n  each  of t h e  two preced ing  f i s c a l  

y e a r s .  One y e a r  l a t e r ,  t h e  ODC budget r e q u e s t  showed 1 ,800  and  1 ,900 

samples ana lyzed  d u r i n g  t h e  same p e r i o d s .  The two budget submiss ions  a l s o  

showed a r e d u c t i o n  from 3,938 t o  2,000 i n  t h e  number of s o f t  s e r v e  samples 

ana lyzed  i n  f i s c a l  y e a r  1981-82. 

Because of t h e s e  s u b s t a n t i a l  d i s c r e p a n c i e s  i n  ODC budget  documents we 

r e q u e s t e d  t h a t  ODC v e r i f y  t h e  numbers o f  samples ana lyzed  i n  f i s c a l  y e a r s  

1980-81 and 1981-82. ODC t a l l i e d  sample r e p o r t s  submi t t ed  by DHS f o r  t h o s e  

y e a r s .  The r e s u l t s  d i f f e r e d  n o t  o n l y  from t h e  budget  r e q u e s t s  b u t  a l s o  

d i f f e r e d  from a  s e p a r a t e  coun t  provided by DHS ( s e e  T a b l e  3 ) .  

TABLE 3 

COMPARISON OF THE NUMBER OF SAMPLES PROCESSED DURING 
FISCAL YEARS 1980-81 AND 1981-82 AS REPORTED BY FOUR DOCUMENTS 

A c t i v i t y  

Milk samples O f f i c e  of t h e  Dairy  Commissioner 
Milk samples Department o f  H e a l t h  S e r v i c e s  
Milk samples ODC - Budget - 1982-83 
Milk samples  ODC - Budget - 1983-84 

D i f f e r e n c e s  between t h e  h i g h e s t  and l o w e s t  c o u n t s  

S o f t  i c e  cream O f f i c e  o f  t h e  Da i ry  Commissioner 
S o f t  i c e  cream Department of H e a l t h  S e r v i c e s  
S o f t  i c e  cream ODC - Budget - 1982-83 
S o f t  i c e  cream ODC - Budget - 1983-84 

D i f f e r e n c e s  between t h e  h i g h e s t  and  lowes t  c o u n t s  



Thus, f o u r  s e p a r a t e  documents p rov ide  f o u r  d i f f e r e n t  f i g u r e s  on t h e  

amounts of l a b o r a t o r y  work f o r  m i l k  and s o f t  i c e  cream samples.  These 

samples r e p r e s e n t  a  major p o r t i o n  o f  O D C ' s  l a b o r a t o r y  program. I n a c c u r a t e  

d a t a  f o r  t h e s e  a c t i v i t i e s  m i s r e p r e s e n t s  t h e  scope of t h e  ODC l a b o r a t o r y  

s e r v i c e s  program and,  a s  d e s c r i b e d  below, c a n  r e s u l t  i n  e r r o r s  i n  

e s t i m a t i n g  f u t u r e  needs. D e s p i t e  t h e  importance of a c c u r a t e  management 

i n f o r m a t i o n ,  ODC h a s  n o t  developed a system t o  p r o v i d e  a c c u r a t e ,  r e l i a b l e  

i n f o r m a t i o n  about  i t s  l a b o r a t o r y  s e r v i c e s  program. 

I n a c c u r a t e  E s t i m a t e s  o f  S e r v i c e  Needs - Because i t s  management d a t a  i s  

i n a c c u r a t e ,  ODC cannot  make a c c u r a t e  d e c i s i o n s  on i t s  l a b o r a t o r y  s e r v i c e  

needs.  F o r  example, i n  1982 ODC proposed a  program r e d u c t i o n  which was i n  

f a c t  a  program i n c r e a s e .  I n  p r e p a r i n g  i t s  1983-84 budge t ,  ODC e s t i m a t e d  

t h a t  i t  would need l a b o r a t o r y  a n a l y s i s  of 3,000 s o f t  s e r v e  i c e  cream 

samples ,  a  r e d u c t i o n  from t h e  3,938 samples r e p o r t e d  f o r  1981-82, t h e  base  

y e a r .  However, t h e  a c t u a l  number of samples ana lyzed  i n  1981-82 was 

approx imate ly  2,500. A s  a  r e s u l t ,  t h e  proposed l e v e l  of 3,000 samples f o r  

1983-84 a c t u a l l y  r e p r e s e n t e d  a n  i n c r e a s e  of approx imate ly  500 r a t h e r  t h a n  

a  r e d u c t i o n  of over  900 samples .  

Lack of C o n t r o l  Over Payments t o  DHS - I n a c c u r a t e  management d a t a  a l s o  

p r e v e n t s  ODC from e f f e c t i v e l y  moni to r ing  DHS c h a r g e s  f o r  l a b o r a t o r y  

s e r v i c e s .  ODC does  n o t  m a i n t a i n  adequa te  independent  r e c o r d s  t o  v e r i f y  

t h e  a c c u r a c y  o f  DHS charges .  Moreover, ODC does  n o t  r e q u i r e  DHS t o  submit  

a  s t a t e m e n t  of s e r v i c e s  rendered  a s  p a r t  of t h e  payment p r o c e s s .  

ODC h a s  f a i l e d  t o  u s e  i t s  own r e c o r d s  t o  v e r i f y  t h e  number of samples 

p rocessed  and t h e  accuracy  of DHS charges .  ODC r e c e i v e s  a l a b  r e p o r t  f o r  

e a c h  sample submi t t ed  t o  DHS. However, ODC does  n o t  compare t h e  number of 

l a b  r e p o r t s  r e c e i v e d  f o r  a g i v e n  p e r i o d  w i t h  a r e c o r d  o f  samples submi t t ed  

t o  DHS d u r i n g  t h a t  p e r i o d .  Fur thermore,  ODC does  n o t  t o t a l  t h e  l a b  

r e p o r t s  q u a r t e r l y  and compare t h e  v a l u e  of t h e s e  s e r v i c e s  w i t h  DHS 

charges .  Without t h e s e  i n t e r n a l  p rocedures ,  ODC cannot  p rov ide  a  r e l i a b l e  



c o u n t  o f  samples  p rocessed  n o r  v e r i f y  t h e  a c c u r a c y  o f  DHS c h a r g e s .  I n  

f a c t ,  when we a s k e d  ODC s t a f f  t o  coun t  i t s  l a b o r a t o r y  r e p o r t s  f o r  a  

two-year p e r i o d ,  i t s  c o u n t s  d i f f e r e d  from t h e  number o f  samples  r e p o r t e d  

by DHS f o r  t h e  same p e r i o d s  ( s e e  T a b l e  3 ) .  I n  t h o s e  c a s e s  where DHS 

r e p o r t e d  a  h i g h e r  number t h a n  ODC,  ODC would n o t  know whe ther  i t  was 

charged  f o r  more s e r v i c e s  t h a n  i t  a c t u a l l y  r e c e i v e d .  

ODC a l s o  does  n o t  r e q u i r e  DHS t o  p r o v i d e  adequa te  documenta t ion  as p a r t  of 

t h e  payment p r o c e s s .  0I)C pays DHS a t  t h e  beginning of e a c h  q u a r t e r  f o r  

s e r v i c e s  t h e  l a b o r a t o r y  w i l l  p r o v i d e  d u r i n g  t h e  q u a r t e r .  Each payment 

r e p r e s e n t s  one-four th  of O D C ' s  a n n u a l  budget  f o r  l a b  s e r v i c e s .  A t  t h e  end 

of e a c h  f i s c a l  y e a r ,  DHS t h e n  r e f u n d s  unused p o r t i o n s  of  t h e  y e a r ' s  

payments t o  ODC. ODC does  n o t  r e q u e s t  DHS t o  p r o v i d e  a s t a t e m e n t  of t h e  

number and t y p e s  of samples  p rocessed  d u r i n g  t h e  q u a r t e r  o r  f o r  t h e  yea r  

a s  a  whole. 

ODC Has Not Assumed R e s ~ o n s i b i l i t v  
f o r  Labora to rv  S e r v i c e s  

ODC h a s  no t  a d e q u a t e l y  managed i t s  l a b o r a t o r y  s e r v i c e s  program because  t h e  

agency d i d  n o t  assume f u l l  r e s p o n s i b i l i t y  f o r  t h e  program. According t o  

tile Dairy  Cornmissioner, he  d i d  n o t  c o n s i d e r  manager ia l  o v e r s i g h t  t o  be  h i s  

r e s p o n s i b i l i t y  s i n c e  DHS provided t h e  s e r v i c e s .  However, s i n c e  1974 ODC 

h a s  been r e s p o n s i b l e  f o r  e n f o r c i n g  a l l  d a i r y - r e l a t e d  s t a t u t e s .  Sample 

a n a l y s i s  i s  a n  impor tan t  t o o l  i n  t h e  ODC enforcement  program, and 

l a b o r a t o r y  s e r v i c e  measurements and fund ing  a r e  i n c l u d e d  i n  t h e  ODC 

budget .  L ike  any agency,  t h e n ,  ODC i s  r e s p o n s i b l e  f o r  m o n i t o r i n g  i t s  

l a b o r a t o r y  s e r v i c e  c o n t r a c t  and p r e s e n t i n g  a c c u r a t e  i n f o r m a t i o n  i n  

o f f i c i a l  documents used f o r  budge ta ry  d e c i s i o n s .  

The Dairy  Commissioner s t a t e d  t h a t  ODC w i l l  assume g r e a t e r  c o n t r o l  over  

t h e  l a b o r a t o r y  s e r v i c e s  program when t h e  1983-84 c o n t r a c t  w i t h  DHS goes  

i n t o  e f f e c t .  The new c o n t r a c t  s p e c i f i e s  payment on t h e  b a s i s  of 

i n d i v i d u a l  samples  ana lyzed .  To r e c e i v e  payment, DHS w i l l  have t o  submit  

i r lvo ices  showing t h e  number of  a n a l y s e s  performed. According t o  t h e  Dairy  

Commissioner t h i s  p rocedure  w i l l  improve ODC c o n t r o l  o v e r  t h e  program. 



CONCLUSIOh 

The O f f i c e  of t h e  Dairy  Commissioner does  n o t  a d e q u a t e l y  manage i t s  

l a b o r a t o r y  s e r v i c e s  c o n t r a c t  w i t h  DHS. ODC h a s  n o t  used c o m p e t i t i v e  

b idd ing  t o  t h e  e x t e n t  p o s s i b l e  f o r  o b t a i n i n g  l a b o r a t o r y  s e r v i c e s  a t  t h e  

l o w e s t  c o s t .  I n  a d d i t i o n ,  ODC l a c k s  a c c u r a t e  and r e l i a b l e  work l o a d  d a t a  

f o r  t h i s  e s s e n t i a l  and c o s t l y  f u n c t i o n  and does  n o t  a d e q u a t e l y  moni to r  DHS 

c h a r g e s  f o r  l a b o r a t o r y  s e r v i c e s .  

1. ODC shou ld  encourage c o m p e t i t i o n  among p r i v a t e  l a b o r a t o r i e s  t o  b i d  f o r  

sampl ing s e r v i c e s  by 

a .  C l a r i f y i n g  t h e  s p e c i f i c a t i o n s  f o r  t h e  l a b o r a t o r y  c o n t r a c t  and 

b. Div id ing  t h e  c o n t r a c t  i n t o  t ~ o  o r  more p r o p o s a l s  f o r  s e p a r a t e  

b idd ing .  

2 .  ODC shou ld  i n c r e a s e  i t s  c o n t r o l  over  t h e  l e v e l  and c o s t  of  l a b o r a t o r y  

s e r v i c e s  by 

a .  Requ i r ing  DHS t o  p r o v i d e  p e r i o d i c  s t a t i s t i c a l  and e x p e n d i t u r e  

r e p o r t s  f o r  l a b o r a t o r y  s e r v i c e s  r endered .  ODC i n s p e c t o r s  shou ld  

r e c o r d  t h e  t y p e s  and number o f  samples  s u b m i t t e d  f o r  l a b o r a t o r y  

a n a l y s i s  s o  t h a t  ODC c a n  p e r i o d i c a l l y  v e r i f y  DHS r e p o r t s ;  and 

b. Paying DHS o n l y  f o r  a c t u a l  l a b o r a t o r y  work performed and submi t t ed  

on a voucher w i t h  a  r e q u e s t  f o r  payment. 



FINDING I1 

THE OFFICE OF THE DAIRY COEPfISSIONER CAN SAVE APPROXIMATELY $51,000 

ANhUA1,LY BY EL1:lINATING ITS SOFT SERVE ICE CREAM REGULATORY PROGRAM. 

County h e a l t t l  depar tments  c a n  p r o v i d e  a d e q u a t e  s a n i t a r y  r e g u l a t i o n  of  s o f t  

s e r v e  i c e  cream p r o d u c t s ,  e l i m i n a t i n g  t h e  need f o r  t h e  O f f i c e  o f  t h e  Da i ry  

Commissioner (ODC) t o  r e g u l a t e  t h e s e  p r o d u c t s  a t  t h e  r e t a i l  l e v e l .  

Although t h e  h e a l t h  t h r e a t  a s s o c i a t e d  w i t h  s o f t  s e r v e  i c e  cream a p p e a r s  t o  

be r e l a t i v e l y  minor ,  some r e g u l a t i o n  i s  a p p r o p r i a t e .  C u r r e n t l y ,  

s a n i t a r i a n s  from both  t h e  ODC and c o u n t y  h e a l t h  depar tments  i n s p e c t  food 

e s t a b l i s h m e n t s  which s e l l  s o f t  s e r v e  p r o d u c t s .  According t o  o u r  a n a l y s i s ,  

coun ty  h e a l t h  depar tments  c o u l d  a d e q u a t e l y  r e g u l a t e  s o f t  s e r v e  a t  t h e  

r e t a i l  l e v e l .  T r a n s f e r r i n g  ODC s o f t  s e r v e  i n s p e c t i o n  r e s p o n s i b i l i t i e s  t o  

t h e  c o u n t i e s  would s a v e  t h e  S t a t e  up t o  $51,000 a n n u a l l y .  

Need f o r  R e g u l a t i o n  Is Limi ted  

The t h r e a t  of  b a c t e r i o l o g i c a l  con tamina t ion  c r e a t e s  a  need f o r  s a n i t a r y  

r e g u l a t i o n  of  s o f t  s e r v e  i c e  cream. However, t h e  a s s o c i a t e d  h e a l t h  

problems do n o t  a p p e a r  t o  be  major .  

The p r o c e s s i n g  needed t o  d i s p e n s e  s o f t  s e r v e  i c e  cream a t  r e t a i l  

e s t a b l i s h m e n t s  c r e a t e s  a  need f o r  some s a n i t a r y  r e g u l a t i o n .  S o f t  s e r v e  

i c e  cream i s  prepared  f o r  s a l e  from a  packaged s o f t  s e r v e  mix. L i k e  any 

d a i r y  p r o d u c t ,  s o f t  s e r v e  mix i s  a good medium f o r  b a c t e r i a l  growth; and 

t h e  c o n t a c t  s u r f a c e s  w i t h i n  t h e  p r o c e s s i n g  machine,  i f  n o t  p r o p e r l y  

c l e a n e d ,  p rov ide  o p p o r t u n i t i e s  f o r  i n t r o d u c i n g  b a c t e r i a .  



H e a l t h  problems a s s o c i a t e d  w i t h  s o f t  s e r v e  i c e  cream appear  t o  be minimal,  

however. I f  b a c t e r i a l  growth c a u s e s  a  problem, i t  w i l l  g e n e r a l l y  r e s u l t  

i n  mi ld  nausea  and i s  n o t  l i k e l y  t o  be r e p o r t e d  t o  h e a l t h  a u t h o r i t i e s .  A s  

a  r e s u l t ,  h e a l t h  o f f i c i a l s  a r e  n o t  aware of any d i s e a s e  o u t b r e a k s  

r e s u l t i n g  from s o f t  s e r v e  i c e  cream. ODC sampling d a t a  f u r t h e r  i n d i c a t e  

t h a t  t h e  h e a l t h  e f f e c t s  of s o f t  s e r v e  i c e  cream a r e  minor.  For f i s c a l  

y e a r s  1976-77 through 1979-80 more t h a n  a t h i r d  o f  t h e  samples ana lyzed  

exceeded b a c t e r i a l  s t a n d a r d s .  Curing t h e  same p e r i o d ,  however, t h e r e  i s  

l i t t l e  e v i d e n c e  of i l l n e s s  r e s u l t i n g  from s o f t  s e r v e  i c e  cream and 

consumers made few compla in t s .  

S a n i t a r y  r e g u l a t i o n  of s o f t  s e r v e  i c e  cream i s  s i m i l a r  t o  m i c r o b i o l o g i c a l  

s u r v e i l l a n c e  of any  p o t e n t i a l l y  hazardous  re ta i l  foods .  Food s a n i t a t i o n  

i s  l a r g e l y  t h e  r e s p o n s i b i l i t y  of county h e a l t h  depar tments  i n  Arizona,  

which conduct  r o u t i n e  i n s p e c t i o n s  of food s e r v i c e  e s t a b l i s h m e n t s .  Given 

t h e  n a t u r e  o f  t h e  h e a l t h  problems a s s o c i a t e d  w i t h  s o f t  s e r v e  i c e  cream, 

coun ty  h e a l t h  depar tments  a r e  c a p a b l e  of a d e q u a t e l y  p r o t e c t i n g  p u b l i c  

h e a l t h .  Although a l l  t e n  w e s t e r n  s t a t e s  surveyed r e g u l a t e  s o f t  s e r v e  

machines ,  l o c a l  h e a l t h  depar tments  i n s p e c t  t h e  machines i n  ' s i x  of t h e s e  

s t a t e s .  

ODC Could Save $51,000 Annual ly  
i f  County H e a l t h  Departments 
I n s ~ e c t e d  S o f t  Serve  Machines 

Combining s o f t  s e r v e  i n s p e c t i o n s  w i t h  coun ty  h e a l t h  depar tment  i n s p e c t i o n s  

of food e s t a b l i s h m e n t s  would reduce  ODC e x p e n d i t u r e s  by approximately  

$51,000. ODC and h e a l t h  depar tment  i n s p e c t i o n s  a r e  s u f f i c i e n t l y  s i m i l a r  

t o  make c o n s o l i d a t i o n  f e a s i b l e .  I n s p e c t i n g  s o f t  s e r v e  machines i s  no t  

l i k e l y  t o  i n c r e a s e  coun ty  h e a l t h  depar tment  p e r s o n n e l  c o s t s  s i n c e  h e a l t h  

depar tment  s a n i t a r i a n s  r o u t i n e l y  i n s p e c t  a l l  food  e s t a b l i s h m e n t s ,  

i n c l u d i n g  t h o s e  w i t h  s o f t  s e r v e  machines. 



ODC r e g u l a t e s  s o f t  s e r v e  machines through l i c e n s i n g ,  i n s p e c t i o n s  and 

sampling.  A.R.S. 53-607 r e q u i r e s  owners t o  o b t a i n  a  l i c e n s e  f o r  each 

machine and s e t s  t h e  a n n u a l  f e e  a t  $10. There  were approx imate ly  960 

l i c e n s e d  machines i n  Arizona d u r i n g  f i s c a l  y e a r  1981-82. ODC s a n i t a r i a n s  

v i s i t  each e s t a b l i s h m e n t  once o r  t w i c e  a y e a r  t o  i n s p e c t  t h e  p r o c e s s i n g  

machines and t a k e  s o f t  s e r v e  i c e  cream samples  f o r  l a b o r a t o r y  a n a l y s i s .  

During f i s c a l  y e a r  1981-82, ODC p e r s o n n e l  made 1 , 4 5 8  i n s p e c t i o n s  and took  

approx imate ly  2,500 samples .  

County h e a l t h  depar tment  s a n i t a r i a n s  a l s o  v i s i t  t h e  same e s t a b l i s h m e n t s  a s  

p a r t  of e a c h  d e p a r t m e n t ' s  food s a n i t a t i o n  program. H e a l t h  depar tments  

make abou t  two r o u t i n e  i n s p e c t i o n s  pe r  y e a r  w i t h  follow-up i n s p e c t i o n s  a s  

needed. County s a n i t a r i a n s  do n o t  c l o s e l y  i n s p e c t  s o f t  s e r v e  machines.  

They may examine a  machine 's  e x t e r i o r ,  b u t  h e a l t h  o f f i c i a l s  i n  bo th  

bfaricopa and Pima Count ies  no ted  t h a t  t h e i r  p e r s o n n e l  do n o t  check 

i n t e r n a l  c l e a n l i n e s s ,  s i n c e  t h i s  i s  t h e  r e s p o n s i b i l i t y  o f  ODC 

s a n i t a r i a n s .  However, one o f f i c i a l  s a i d  t h a t  h i s  depar tment  cou ld  f u l l y  

examine s o f t  s e r v e  machines a s  p a r t  of i t s  r o u t i n e  i n s p e c t i o n s  w i t h o u t  

add ing  personne l .  

Combining s o f t  s e r v e  i n s p e c t i o n s  w i t h  r o u t i n e  food e s t a b l i s h m e n t  

i n s p e c t i o n s  would s a v e  ODC approx imate ly  $51,000 a n n u a l l y  ( T a b l e  4 ) .  The 

t r a n s f e r  would e l i m i n a t e  t h e  need f o r  one s a n i t a r i a n  and one c l e r i c a l  

p o s i t i o n  a t  t h e  ODC. These p o s i t i o n s  c o s t  approx imate ly  $38,000 i n  

s a l a r i e s  and employee-re la ted expenses  d u r i n g  f i s c a l  y e a r  1981-82. 

T r a n s f e r r i n g  s o f t  s e r v e  i n s p e c t i o n s  t o  t h e  c o u n t i e s  would a l s o  s a v e  ODC 

$22,600 i n  l a b o r a t o r y  c o s t s .  County h e a l t h  depar tments  may have t o  

i n c r e a s e  t h e i r  l a b o r a t o r y  c o s t s  somewhat, depending on t h e  number of s o f t  

i c e  cream samples ana lyzed .  However, coun ty  h e a l t h  o f f i c i a l s  d i s a g r e e  

abou t  t h e  amount of sampling needed i f  they  t a k e  o v e r  s o f t  s e r v e  

i n s p e c t i o n s .  One county h e a l t h  depar tment  would sample o n l y  when i t  

r e c e i v e d  compla in t s ;  a n o t h e r  s t a t e d  t h a t  r e g u l a r  sampl ing i s  t h e  o n l y  way 

t o  e n s u r e  t h a t  s o f t  s e r v e  p r o d u c t s  a r e  wholesome. 



TABLE 4 

ODC SOFT SERVE PROGRAM COSTS 
FISCAL YEAR 1981-82 

Sampling c o s t s  
Employee c o s t s  

T o t a l  program c o s t s  
Less  l i c e n s e  f e e s  r e c e i v e d  

Net program c o s t s  

* Based on 2 ,551 samples ana lyzed  by DHS a t  a  c o s t  of $8.88 per  sample. 
** According t o  ODC, t r a n s f e r r i n g  t h e  s o f t  s e r v e  program t o  t h e  c o u n t i e s  would 

a l l o w  ODC t o  e l i m i n a t e  two p o s i t i o n s .  T h i s  f i g u r e  r e p r e s e n t s  s a l a r i e s  and 
employee-related e x p e n d i t u r e s  f o r  t h e s e  two p o s i t i o n s .  

Should coun ty  h e a l t h  depar tments  d e c i d e  t h a t  l a b o r a t o r y  a n a l y s i s  i s  

needed, c o u n t i e s  cou ld  recover  p a r t  o r  a l l  of  t h e  c o s t s  a s s o c i a t e d  w i t h  

sampling through l i c e n s e  f e e s .  ODC c u r r e n t l y  c h a r g e s  a $10 f e e  a s  

provided by A.R.S. s3-607. I f  c o u n t i e s  beg in  i n s p e c t i n g  s o f t  s e r v e  

machines,  a u t h o r i t y  t o  l e v y  t h i s  f e e  shou ld  be t r a n s f e r r e d  t o  t h e  c o u n t i e s  

t o  d e f r a y  any a d d i t i o n a l  program c o s t s .  

T r a n s f e r  of r e t a i l - l e v e l  i n s p e c t i o n s  t o  t h e  c o u n t i e s  would n o t  remove a l l  

ODC r e s p o n s i b i l i t y  f o r  s o f t  s e r v e  p roduc t s .  ODC would c o n t i n u e  t o  i n s p e c t  

and sample s o f t  s e r v e  mix a t  p r o c e s s i n g  p l a n t s  a s  p a r t  of i t s  s u r v e i l l a n c e  

of m i l k  p roduc t s .  However, t h i s  p r o p o s a l  would c o n s o l i d a t e  r e s p o n s i b i l i t y  

f o r  r e g u l a t i n g  r e t a i l  s o f t  s e r v e  p r o d u c t s  w i t h  o t h e r  food s a n i t a t i o n  

a c t i v i t i e s  conducted by coun ty  h e a l t h  depar tments .  

CONCLUSION 

T r a n s f e r r i n g  r e s p o n s i b i l i t y  f o r  s a n i t a r y  r e g u l a t i o n  of r e t a i l  s o f t  s e r v e  

i c e  cream t o  coun ty  h e a l t h  depar tments  would s a v e  ODC up t o  $51,000 

a n n u a l l y  w i t h o u t  reduc ing  p r o t e c t i o n  o f  p u b l i c  h e a l t h .  S i n c e  county 

h e a l t h  depar tments  now i n s p e c t  food e s t a b l i s h m e n t s ,  i t  i s  l i k e l y  t h a t  they  

c a n  i n s p e c t  s o f t  s e r v e  machines w i t h o u t  i n c r e a s i n g  p e r s o n n e l  c o s t s .  C o s t s  

f o r  sample a n a l y s i s  of s o f t  s e r v e  p r o d u c t s  may r e q u i r e  coun ty  h e a l t h  

depar tments  t o  l i c e n s e  s o f t  s e r v e  n a c h i n e s  and c h a r g e  f e e s  t o  cover  

l a b o r a t o r y  c o s t s .  



RECOMMENDATIONS 

1. The L e g i s l a t u r e  shou ld  amend A.R.S. $3-607 t o  e l i m i n a t e  O D C ' s  

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 n s p e c t i n g  s o f t  s e r v e  machines. 

A u t h o r i t y  t o  l i c e n s e  s o f t  s e r v e  machines shou ld  be t r a n s f e r r e d  t o  t h e  

c o u n t i e s .  

2 .  Upon iniplementation o f  Recommendation 1, county  h e a l t h  depar tments  

shou ld  i n s p e c t  s o f t  s e r v e  machines a s  p a r t  of t h e i r  r o u t i n e  food 

e s t a b l i s h m e n t  s a n i t a r y  i n s p e c t i o n s .  H e a l t h  depar tments  shou ld  rev iew 

t h e  need  f o r  l a b o r a t o r y  a n a l y s i s  of s o f t  s e r v e  p r o d u c t s  and e s t a b l i s h  

l i c e n s e  f e e s ,  i f  needed, t o  d e f r a y  a n a l y s i s  c o s t s .  



FINDING I11 

THE OFFICE OF THE DAIRY COMMISSIONER SHOULD STRENGTHEN CONTROL OVER THE 

DISPOSITION OF ADULTERATED MILK. 

The O f f i c e  o f  t h e  Dairy Commissioner (ODC) shou ld  s t r e n g t h e n  c o n t r o l  o v e r  

t h e  d i s p o s i t i o n  of a d u l t e r a t e d  mi lk .  Although Arizona h a s  a n  e x t e n s i v e  

program f o r  i d e n t i f y i n g  m i l k  c o n t a i n i n g  p e s t i c i d e  r e s i d u e  o r  a f l a t o x i n ,  

ODC does  n o t  independen t ly  v e r i f y  t h a t  such m i l k  i s  p r o p e r l y  d i s p o s e d .  

P h y s i c a l  v e r i f i c a t i o n  by ODC p e r s o n n e l  would a s s u r e  p r o t e c t i o n  o f  p u b l i c  

h e a l t h  and would be c o n s i s t e n t  w i t h  t h e  c o n s i d e r a b l e  e f f o r t  made t o  

i d e n t i f y  a d u l t e r a t e d  milk .  

ODC i s  concerned w i t h  two major a d u l t e r a n t s  i n  mi lk :  a f l a t o x i n  and 

p e s t i c i d e s .  A f l a t o x i n  i s  a  n a t u r a l l y  o c c u r r i n g  c a r c i n o g e n  found i n  

c o t t o n s e e d  meal which i s  f e d  t o  d a i r y  c a t t l e  i n  Arizona.  Residues  of 

p e s t i c i d e s  a r e  a l s o  s u s p e c t e d  c a r c i n o g e n s  which e n t e r  m i l k  through c a t t l e  

f e e d .  I n  1978 Arizona exper ienced  a  h igh  i n c i d e n c e  of a f l a t o x i n  

a d u l t e r a t i o n .  ODC now c o n d u c t s  a n  e x t e n s i v e  s u r v e i l l a n c e  program f o r  

a f l a t o x i n  and p e s t i c i d e s .  ODC p o l i c y  r e q u i r e s  t h e  a n a l y s i s  of 20 t a n k e r  

samples f o r  each  contaminant  d u r i n g  t h r e e  of e v e r y  f o u r  weeks, o r  

approx imate ly  1 ,500  t o t a l  samples  p e r  y e a r .  ODC sampling p rocedures  a r e  

des igned  t o  e n s u r e  t h a t  each  p roducer  i s  r e p r e s e n t e d  i n  a  t a n k e r  sample 

every  s i x  weeks. 

Sampling Level  Is Adequate 

The o v e r a l l  l e v e l  of sampling f o r  p e s t i c i d e  and a f l a t o x i n  from December 

1981  through mid-December 1982 appeared t o  be adequa te .  ODC met i t s  

requirement  f o r  p e s t i c i d e  a n a l y s e s  f o r  t h e  p e r i o d  b u t  was below i t s  

r e q u i r e d  f requency f o r  a f l a t o x i n  a n a l y s e s  by approx imate ly  2.8 t e s t s  p e r  

week on t h e  average .  D e s p i t e  t h e  s h o r t f a l l ,  however, t h e  c u r r e n t  l e v e l  o f  

t h e  a f l a t o x i n / p e s t i c i d e  s u r v e i l l a n c e  program seems a p p r o p r i a t e .  The low 

i n c i d e n c e  of a f l a t o x i n  i n  m i l k  samples d u r i n g  1982 s u g g e s t s  t h a t  n o t  f u l l y  



sampling f o r  a f l a t o x i n  posed no s e r i o u s  h e a l t h  r i s k s . *  The h i g h e r  

i n c i d e n c e  of p e s t i c i d e  samples exceeding s t a n d a r d s  i n d i c a t e s  t h a t  ODC h a s  

a p p r o p r i a t e l y  focused  i t s  r e s o u r c e s  on a  more s i g n i f i c a n t  t h r e a t  t o  p u b l i c  

h e a l t h .  

ODC Does Not V e r i f y  D i s p o s a l  

Although ODC makes a n  e x t e n s i v e  e f f o r t  t o  i d e n t i f y  a d u l t e r a t e d  m i l k ,  t h e  

agency f a i l s  t o  v e r i f y  t h a t  such m i l k  i s  n o t  used  f o r  human consumption. 

ODC h a s  no ~ o l i c y  o f  obse rv ing  t h e  d i s p o s a l  o f  m i l k  contaminated w i t h  

a f l a t o x i n  o r  p e s t i c i d e .  Moreover, ODC d i d  n o t  c o n s i s t e n t l y  o b t a i n  

documentat ion on  t h e  d i s p o s a l  of a d u l t e r a t e d  m i l k  i n  1982 d e s p i t e  a  p o l i c y  

r e q u i r i n g  such  documentation.  

ODC h a s  no p o l i c y  f o r  obse rv ing  t h e  d i s p o s a l  o f  a d u l t e r a t e d  mi lk .  When a  

producer  i s  o v e r  t o l e r a n c e  f o r  p e s t i c i d e  o r  a f l a t o x i n ,  ODC p r o h i b i t s  t h e  

producer  from s e l l i n g  t h e  m i l k  f o r  human consumption and n o t i f i e s  t h e  

Uni ted  Dairymen of Arizona (UDA) co-opera t ive  (most p roducers  belong t o  

t h i s  co-op). UDA p i c k s  up t h e  a d u l t e r a t e d  m i l k  i n  a  s p e c i a l  t a n k e r  a p a r t  

from i t s  r e g u l a r  p ickups  and s t o r e s  t h e  m i l k  i n  a  s e p a r a t e  s i l o  f o r  

p r o c e s s i n g  i n t o  animal  f e e d .  I f  UDA l a c k s  p l a n t  t ime  f o r  f e e d  p r o c e s s i n g ,  

i t  dumps t h e  mi lk .  Independent  p roducers  l a c k i n g  a c c e s s  t o  p r o c e s s i n g  

f a c i l i t i e s  must dump t h e i r  mi lk .  ODC pe rsonne l ,  however, d o  n o t  obse rve  

t h e  d i s p o s a l  t o  v e r i f y  t h a t  t h e  m i l k  i s  p rocessed  o r  dumped a s  r e q u i r e d .  

* ODC u s e s  two s t a n d a r d s  f o r  e v a l u a t i n g  a n a l y s i s  r e s u l t s :  t o l e r a n c e  
l e v e l  and s c r e e n i n g  l e v e l .  The t o l e r a n c e  l e v e l  i s  t h e  p o i n t  a t  which 
p e s t i c i d e  o r  a f l a t o x i n  c o n c e n t r a t i o n  r e n d e r s  m i l k  u n f i t  f o r  human 
consumption.  The s c r e e n i n g  l e v e l  i s  l e s s  t h a n  t h e  t o l e r a n c e  l e v e l  and 
i n d i c a t e s  t h a t  one producer  c o n t r i b u t i n g  t o  a  t a n k e r  may have above 
t o l e r a n c e  c o n c e n t r a t i o n s  i n  i t s  mi lk .  I f  a  t a n k e r  l o a d  of mi lk  
exceeds  t h e  s c r e e n i n g  l e v e l ,  ODC w i l l  sample each  producer  r e p r e s e n t e d  
by t h e  t a n k e r  t o  i d e n t i f y  above- to le rance  m i l k .  During t h e  p e r i o d  we 
reviewed,  l e s s  t h a n  1 p e r c e n t  o f  t h e  samples  exceeded t h e  a f l a t o x i n  
s c r e e n i n g  l e v e l ;  none exceeded t h e  t o l e r a n c e  l e v e l .  Also ,  9  p e r c e n t  
of t h e  samples  exceeded t h e  p e s t i c i d e  s c r e e n i n g  l e v e l  and 2 p e r c e n t  
were over  t o l e r a n c e .  



P r o p e r  d i s p o s a l  of  a d u l t e r a t e d  m i l k  i s  n e c e s s a r y  t o  e n s u r e  t h a t  m i l k  

p r o d u c t s  marketed f o r  human consumption a r e  f r e e  from p o t e n t i a l l - y  h a r m f u l  

s u b s t a n c e s .  I n s t e a d  of  p h y s i c a l l y  v e r i f y i n g  d i s p o s a l ,  ODC r e l i e s  on 

s h i p p i n g  m a n i f e s t s  p rov ided  by UDA t o  t r a c k  t h e  movement and d i s p o s i t i o n  

of  a d u l t e r a t e d  m i l k .  The Con~missioner f e e l s  t h a t  t h i s  approach ,  combined 

w i t h  m i l k  p roduc t  sampl ing and p rocessed  f e e d  i n s p e c t i o n  a d e q u a t e l y  

p r o t e c t s  t h e  p u b l i c .  However, t h e s e  p rocedures  d o  n o t  o f f e r  t h e  c e r t a i n t y  

of p roper  d i s p o s a l  t h a t  c a n  be  ach ieved  th rough  p h y s i c a l  o b s e r v a t i o n .  

Moreover, p h y s i c a l  o b s e r v a t i o n  i s  n o t  c u r r e n t l y  p o s s i b l e  s i n c e  UDA 

n o t i f i e s  ODC a f t e r  d i s p o s i n g  of  t h e  mi lk .  

D e s p i t e  i t s  p o l i c y  of  t r a c k i n g  shipments  o f  a d u l t e r a t e d  m i l k  th rough  

s h i p p i n g  m a n i f e s t s ,  ODC d i d  n o t  o b t a i n  f u l l  documenta t ion  on t h e  d i s p o s a l  

of  a d u l t e r a t e d  mi lk  i n  l a t e  1982.  ODC l a c k e d  complete  documentat ion f o r  

e i g h t  p roducers  p l a c e d  o n  ho ld  f o r  a d u l t e r a t e d  m i l k  d u r i n g  November o r  

December 1982.  Thus, ODC n o t  o n l y  l a c k s  p rocedures  t o  p h y s i c a l l y  v e r i f y  

t h e  d i s p o s a l  o f  a d u l t e r a t e d  m i l k ,  b u t  t h e  O f f i c e  a l s o  does  n o t  

c o n s i s t e n t l y  f o l l o w  e x i s t i n g  p rocedures .  

P h y s i c a l  V e r i f i c a t i o n  Is 
Used i n  Other  S t a t e s  

ODC f a i l u r e  t o  p h y s i c a l l y  v e r i f y  d i s p o s a l  o f  a d u l t e r a t e d  m i l k  d i f f e r s  f rom 

o t h e r  w e s t e r n  s t a t e s  w i t h  comparable  o r  l a r g e r  d a i r y  i n d u s t r i e s .  Four of 

t h e  s i x  s t a t e s  surveyed* do n o t  p e r m i t  h a u l e r s  t o  s e l l  a d u l t e r a t e d  m i l k  

f o r  any  purpose;  p r o d u c e r s  must  dump t h e  m i l k .  The two o t h e r  s t a t e s  a l l o w  

p r o c e s s i n g  f o r  f e e d  a t  t h e  d i s c r e t i o n  o f  t h e i r  r e g u l a t o r y  a g e n c i e s .  A l l  

b u t  one of  t h e s e  s i x  s t a t e s  o c c a s i o n a l l y  v e r i f y  t h a t  t h e  m i l k  i s  dumped. 

Unl ike  Ar izona ,  o f f i c i a l s  i n  f o u r  of t h e  s t a t e s  i n d i c a t e d  t h a t  t h e y  have 

n o t  encoun te red  p e s t i c i d e  problems i n  r e c e n t  y e a r s .  However, t h o s e  s t a t e s  

m a i n t a i n  s t r o n g e r  c o n t r o l  once  a d u l t e r a t e d  m i l k  i s  i d e n t i f i e d .  

* These  s t a t e s  a r e  C a l i f o r n i a ,  Colorado,  I d a h o ,  Oregon, Utah and 
Washington. Da i ry  p r o d u c t i o n  i n  t h e s e  s t a t e s  i s  approx imate ly  e q u a l  
t o  o r  l a r g e r  t h a n  A r i z o n a ' s  p roduc t ion .  



Within,  Arizona,  t h e  Department o f  H e a l t h  S e r v i c e s  (DHS) e x e r c i s e s  s i m i l a r  

c o n t r o l  o v e r  a d u l t e r a t e d  f o o d s  under  i t s  j u r i s d i c t i o n .  A.R.S. §36-910 

empowers t h e  DHS d i r e c t o r  t o  p r o h i b i t  t h e  s a l e  o r  removal o f  a d u l t e r a t e d  

f o o d s  w i t h o u t  depar tmenta l  pe rmiss ion .  DHS v e r i f i e s  t h e  d i s p o s a l  of such 

f o o d s  by r e q u i r i n g  a n  i n s p e c t o r  t o  s i g n  e i t h e r  a  r e l e a s e  o r  a  

c e r t i f i c a t i o n  of d e s t r u c t i o n .  Thus, DHS h a s  t h e  l e g a l  a u t h o r i t y  and 

p rocedures  t o  c o n t r o l  d i s p o s a l  o f  a d u l t e r a t e d  foods .  

CONCLUSION 

Arizona h a s  a n  e x t e n s i v e  program t o  i d e n t i f y  a d u l t e r a t e d  milk .  However, 

ODC needs  t o  s t r e n g t h e n  i t s  c o n t r o l  o v e r  t h e  d i s p o s a l  o f  a d u l t e r a t e d  

milk .  The agency does  n o t  o b t a i n  documentat ion f o r  a l l  shipments  and does  

n o t  p h y s i c a l l y  v e r i f y  t h e  a c t u a l  d i s p o s a l  o f  a d u l t e r a t e d  mi lk .  

RECOPPIENDATIONS 

1. The Dairy  Coni i iss ioner  shou ld  e s t a b l i s h  r e g u l a t i o n s  governing t h e  

t r a n s p o r t a t i o n  and d i s p o s a l  of a d u l t e r a t e d  m i l k .  The r e g u l a t i o n s  

shou ld  r e q u i r e :  1 )  UDA t o  p r o v i d e  ODC w i t h  documentat ion f o r  a l l  

movement of a d u l t e r a t e d  m i l k ,  and 2 )  UDA and p roducers  t o  in form ODC 

and o b t a i n  a p p r o v a l  p r i o r  t o  d i s p o s i n g  o f  a d u l t e r a t e d  milk .  

2 .  ODC shou ld  r e v i s e  i t s  procedures  f o r  follow-up on  a d u l t e r a t e d  mi lk  t o  

i n c l u d e  p h y s i c a l  v e r i f i c a t i o n  o f  t h e  d i s p o s a l  o f  a d u l t e r a t e d  mi lk  i n  

a t  l e a s t  some c a s e s .  



FINDING I V  

DAIRY LICENSE FEES, WICH IiAVE NOT BEEN REVISED I N  32 YEARS, FIAY NEE11 TO 

BE INCREASED. 

Most d a i r y  l i c e n s e  f e e s  have n o t  changed s i n c e  1951 d e s p i t e  a s u b s t a n t i a l  

i n c r e a s e  i n  r e s p o n s i b i l i t i e s  and e x p e n d i t u r e s  of t h e  O f f i c e  of t h e  Da i ry  

Commissioner (ODC). As a  r e s u l t ,  t h e  d a i r y  i n d u s t r y  may n o t  be b e a r i n g  a n  

adequa te  p o r t i o n  of r e g u l a t o r y  c o s t s .  

I n d u s t r y ' s  Share  of Program 
Cos t s  Has Decl ined 

Most d a i r y  l i c e n s e *  f e e s  have n o t  i n c r e a s e d  f o r  32 y e a r s .  I n  f i s c a l  y e a r  

1952-53 l i c e n s e  f e e s  recovered  3 1  p e r c e n t  of t h e  O f f i c e ' s  c o s t s ;  today 

t h e y  r e p r e s e n t  o n l y  5  p e r c e n t  of t o t a l  r e g u l a t o r y  c o s t s .  

When t h e  l i c e n s e  f e e  s c h e d u l e  was e s t a b l i s h e d  i n  1951, ODC had l i m i t e d  

r e s p o n s i b i l i t i e s  f o r  d a i r y  r e g u l a t i o n .  County h e a l t h  o f f i c i a l s  c a r r i e d  

o u t  most of t h e  i n s p e c t i o n  and sampling a c t i v i t i e s ,  w h i l e  t h e  Dairy  

Commissioner f u n c t i o n e d  l a r g e l y  i n  a n  a d v i s o r y  r o l e .  I n  1973, t h e  

L e g i s l a t u r e  made ODC r e s p o n s i b l e  f o r  e n f o r c i n g  a l l  d a i r y - r e l a t e d  

s t a t u t e s . * *  

The revenue from d a i r y  l i c e n s e  f e e s  h a s  n o t  k e p t  pace  w i t h  t h i s  growth i n  

r e s p o n s i b i l i t y ,  however. I n  f i s c a l  y e a r  1952-53 r e c e i p t s  equa led  31 

p e r c e n t  of O D C ' s  e x p e n d i t u r e s .  By 1981-82, l i c e n s e  revenue had d e c l i n e d  

t o  5  p e r c e n t  o f  ODC e x p e n d i t u r e s .  Tab le  5  shows l i c e n s e  revenues  as a  

pe rcen tage  o f  e x p e n d i t u r e s  f o r  t h e  two f i s c a l  y e a r s .  

* The term " l i c e n s e "  i n c l u d e s  a l l  p e r m i t s  and  l i c e n s e s  i s s u e d  by t h e  
O f f i c e  o f  t h e  Da i ry  Commissioner. 

** E f f e c t i v e  i n  1974 



TABLE 5  

DAIRY LICENSE REVENUES AS A  PERCENTAGE OF ODC EXPENDITURES 
FISCAL YEARS 1952-53 AND 1981-82 

L i c e n s e  Revenues 
P e r c e n t a g e  of 

Year - Expend i tu res  Amount E x p e n d i t u r e s  

1952-53 $17,240 $5,408 31% 

One r e a s o n  f o r  t h e  d e c l i n e  from 3 1  t o  5 p e r c e n t  may be  t h a t  t h e  ODC i s  n o t  

dependent  on l i c e n s e  f e e s  f o r  program s u p p o r t .  Each y e a r  t h e  ODC budget 

i s  funded by a n  a p p r o p r i a t i o n  from t h e  G e n e r a l  Fund. U n l i k e  "90-10" 

a g e n c i e s ,  t h e  ODC i s  n o t  expec ted  t o  r e c o v e r  a l l  program costs- -or  even a  

c e r t a i n  percent--through f e e s  p a i d  by t h e  r e g u l a t e d  i n d u s t r y .  T h e r e f o r e ,  

t h e r e  i s  l i t t l e  i n c e n t i v e  f o r  t h e  Da i ry  Commissioner t o  recommend 

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

The Da i ry  I n d u s t r y  Should Pay 
a  P o r t i o n  of Regu la to ry  Cos t s  

ODC r e g u l a t o r y  a c t i v i t i e s  b e n e f i t  bo th  t h e  g e n e r a l  p u b l i c  and t h e  d a i r y  

i n d u s t r y .  The p u b l i c  b e n e f i t s  from a c t i v i t i e s  which e n s u r e  t h a t  m i l k  i s  

n o t  a  h e a l t l ~  t h r e a t .  The i n d u s t r y  b e n e f i t s  i n  two ways. F i r s t ,  ODC 

o v e r s i g h t  e n a b l e s  Arizona d a i r y  p r o d u c e r s  t o  q u a l i f y  f o r  i n t e r s t a t e  

shipment .  Secondly ,  ODC h a s  made d a i r y  p r o d u c t s  more m a r k e t a b l e  by 

e s t a b l i s h i n g  a  p roduc t  q u a l i t y  s t a n d a r d i z a t i o n  program.* Thus,  bo th  t h e  

p u b l i c  and t h e  i n d u s t r y  b e n e f i t  from t h e  program and shou ld  pay a p o r t i o n  

of t h e  program's  c o s t s  i n  p r o p o r t i o n  t o  t h e  b e n e f i t s  r e c e i v e d .  The p u b l i c  

pays through Genera l  Fund a p p r o p r i a t i o n s ;  t h e  i n d u s t r y  pays th rough  fees .** 

* For example, one  purpose  o f  ODC " u n i v e r s a l  sampl ing"  ( s e e  page 3 )  i s  
t o  de te rmine  i f  t h e  m i l k  c a n  be  s o l d  a s  Grade A based on b a c t e r i a  
c o u n t ,  which c a n  a f f e c t  f r e s h n e s s  and t a s t e .  

** hlarket s t a n d a r d i z a t o n  programs i n  o t h e r  a g e n c i e s  a r e  funded e n t i r e l y  
by f e e s .  Examples i n c l u d e  t h e  Egg I n s p e c t i o n  Board and t h e  F r u i t  and 
Vege tab le  S t a n d a r d i z a t i o n  program of t h e  Commission of  A g r i c u l t u r e  and 
I I o r t i c u l t u r e .  



E s t a b l i s h i n g  t h e  p o r t i o n  o f  c o s t s  which each g roup  shou ld  pay i s  d i f f i c u l t  

because  t h e  d i s t i n c t i o n  between p u b l i c  b e n e f i t s  and i n d u s t r y  b e n e f i t s  i s  

u n c l e a r .  For example,  ODC sampl ing of  raw m i l k  and f i n i s h e d  p r o d u c t s  

( " u n i v e r s a l  sampl ing")  h e l p s  p r o t e c t  p u b l i c  h e a l t h  b u t  a l s o  e n a b l e s  market  

s t a r i d a r d i z a t i o n  of  t h e s e  p r o d u c t s  by a l l o w i n g  them t o  be c l a s s i f i e d  a s  Grade 

A ,  ungraded f o r  p r o c e s s i n g ,  e t c .  Although we c a n n o t  d e t e r m i n e  what 

p e r c e n t a g e  of  r e g u l a t o r y  c o s t s  shou ld  be  recovered  th rough  l i c e n s e  f e e s ,  t h e  

f a c t  t h a t  f e e s  have n o t  been i n c r e a s e d  i n  32 y e a r s  and a t  one  t ime 

r e p r e s e n t e d  3 1  p e r c e n t  of  e x p e n d i t u r e s  s t r o n g l y  s u g g e s t s  t h a t  t h e  p r e s e n t  

f e e s  may no l o n g e r  be  adequa te .  

Other  w e s t e r n  s t a t e s  c h a r g e  a wide -range o f  d a i r y  l i c e n s e  f e e s .  T a b l e  6  

compares Arizona f e e s  t o  t h o s e  l e v i e d  by o t h e r  w e s t e r n  s t a t e s .  The d a t a  

i n d i c a t e  t h a t  i n  a l l  c a t e g o r i e s  b u t  one A r i z o n a ' s  f e e s  a r e  lower  t h a n  t h e  

a v e r a g e  f e e s  f o r  t h o s e  s t a t e s  which have s i m i l a r  l i c e n s e  c a t e g o r i e s .  

TABLE 6  

COPIPARISON OF ARIZONA DAIRY LICENSE FEES 
WITH FEES I N  TEN WESTERN STATES 

Other  Western S t a t e s *  
Number of 
S t a t e s  w i t h  

Fees  f o r  
S i m i l a r  

L icense  Arizona** Average Fee High - Low - L i c e n s e s  

Plilk producer  $-0- 
Milk d i s t r i b u t i n g  

p l a n t  50 
blf g.  mi lk  p r o c e s s i n g  

p l a n t  5 0  
Plfg. of f r o z e n  p roduc t s  

f o r  r e t a i l  s a l e  1 0  
P r o d u c e r / d i s t r i b u t o r  o r  

p roducer /manufac tu re r  25 
Wholesale mi lk  

d i s t r i b u t o r  2 5  
Milk sampler  

( o r i g i n a l )  5 
H i 1  t e s t e r  

( o r i g i n a l )  5  

* These s t a t e s  i n c l u d e  C a l i f o r n i a ,  Colorado,  Idaho ,  Montana, Nevada, 
New Plexico , Oregon, Utah,  Washington and Wyoming. 

** Source:  A.R.S. $3-607 

3 3  



CONCLUSION 

The d a i r y  i n d u s t r y  a s  w e l l  a s  t h e  g e n e r a l  p u b l i c  b e n e f i t s  from ODC 

r e g u l a t o r y  a c t i v i t i e s .  T h e r e f o r e ,  some p o r t i o n  o f  ODC e x p e n d i t u r e s  should 

be recovered  from t h e  i n d u s t r y  through l i c e n s i n g  f e e s .  Da i ry  l i c e n s e  f e e s  

have remained unchanged f o r  o v e r  30 y e a r s  w h i l e  ODC r e s p o n s i b i l i t i e s  and 

c o s t s  have i n c r e a s e d  s u b s t a n t i a l l y .  As a r e s u l t ,  t h e  p o r t i o n  o f  t h e  ODC 

program suppor ted  by l i c e n s e  f e e s  d e c l i n e d  from 3 1  p e r c e n t  i n  f i s c a l  y e a r  

1952-53 t o  o n l y  5  p e r c e n t  i n  f i s c a l  y e a r  1981-82. T h i s  i n d i c a t e s  t h a t  t h e  

i n d u s t r y  may n o t  be b e a r i n g  a n  adequa te  p o r t i o n  o f  r e g u l a t o r y  c o s t s .  

The L e g i s l a t u r e  shou ld  de te rmine  t h e  p r o p o r t i o n  o f  program c o s t s  which 

s h o u l d  be recovered  th rough  l i c e n s e  f e e s  and shou ld  r e v i s e  t h e  f e e  

s c h e d u l e  a c c o r d i n g l y .  The L e g i s l a t u r e  may wish t o  c o n s i d e r  e s t a b l i s h i n g  

t h i s  p r o p o r t i o n  as a benchmark and a u t h o r i z i n g  ODC t o  set f e e s  by 

r e g u l a t i o n  c o n s i s t e n t  w i t h  t h i s  p o l i c y .  
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D o u ~ l a s  Norton 
Audi tor  General  
111 ::. :,:onroe, S u i t e  600 
Phoenix,  Arizona 85003 

Dear IIr. 1,Jorton: 

F i r s t  I would l i k e  t o  ex tend  my thanks  t o  t h e  Audi to r  G e n e r a l ' s  
s t a f f  f o r  t h e i r  i n p u t .  T h e i r  r e s p o n s i b i l i t y  is  g r e a t .  For t h e  Audi to r  
G e n e r a l ' s  s t a f f  t o  a c q u i r e  such  e x p e r t i s e  i n  agency o p e r a t i o n  and f u n c t i o n s  
i n  a  few s n o r t  weeks, which t a k e s  d i r e c t o r s  of t h e s e  a g e n c i e s  qany y e a r s  
t o  a c q u i r e ,  is ~ o r ~ e n d a b l e .  The s t a f f  was c o u r t e o u s  and made g r e a t  e f f o r t s  
n o t  t o  d i s r u p t  r o u t i n e  o f f i c e  o p e r a t i o n s .  Most of t h e  recorri iendations 
rece ived  by t h i s  o f f i c e  were g r e a t l y  a p p r e c i a t e d  and p laced  i n  f o r c e .  
Soze were enforced  p r i o r  t o  t h e  a u d i t ;  however, I f e e l  s e v e r a l  a l l e g a t i o n s  
of !:anagerial o v e r s i g h t  a r e  unfounded . 

Regarding a c c o u n t a b i l i t y  of Department of H e a l t h  S e r v i c e s  Labora to ry  c o s t :  
P r i o r  t o  t h e  a t t o r n e y  g e n e r a l ' s  op in ion  concern ing  o u t s i d e  and professional 
s e r v i c e s ,  A . R . S .  36-132A-11 was t h e  s t a t u t e  t h a t  d i r e c t e d  t h e  O f f i c e  of t h e  
Dairy  Conniss ioner  t o  u s e  t h e  DHS l a b o r a t o r y .  "The depar tment  (DHS) s h a l l  
i n  a d d i t i o n  t o  o t h e r  powers and d u t i e s  v e s t e d  i n  it  by l a w  e s t a b l i s h  and 
main ta in  adequa te  s e r o l o g i c a l ,  b a c t e r i o l o g i c a l ,  p a r a s i t o l o g i c a l ,  entomolog- 
i c a l  and chemlcal  l a b o r a t o r i e s  w i t h  q u a l i f i e d  a s s i s t a n t s  and f a c i l i t i e s  
n e c e s s a r y  f o r  r o u t i n e  examina t ions  and a n a l y s i s ,  and f o r  i n v e s t i g a t i o n s  
and r e s e a r c h  i n  m a t t e r s  a f f e c t i n g  p u b l i c  h e a l t h . "  

A l t h o u ~ h  t h e  monies were passed through o u r  budge t ,  t h e  j u s t i f i c a t i o n  was 
done by DHS. T h i s  is f u r t h e r  evidenced by t h e  f a c t  t h a t  t h e  JLBC and t h e  
Execu t ive  i',ndi.et a n a l y s t  had t o  approve t h e  e s t i m a t e s  t h a t  DHS made, and 
t h r o u ~ h  t h e w  recommendations, t h i s  amount was approved by t h e  l e g i s l a t o r s .  

I t h i n k  t h a t  because t h e  monies were inc luded  i n  o u r  budge t ,  i t  h a s  con- 
fuses t h e  a u d i t o r s ,  and t h e y  have used t h e i r  own i n t e r p r e t a t i o n ,  r a t h e r  
than  s t a t u t e s .  



L e t t e r  t o  Doui~ las  Norton 
A p r i l  2 2 ,  1383 
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FII!DI:;G I (Cont inued)  

Pci-artfin,.; need t o  i n c r e a s e  c o m p e t i t i o n :  The i n v i t a t i o n  t o  b i d  was n o t  
mis leadin? .  It d o e s n ' t  make any d i f f e r e n c e  how o f t e n  we need weekend 
ter;tir!i.;. The requ i rement  is needed.  T h i s  was p laced  on t h e  i n v i t a t i o n .  
lie r e c c i v c d  no c a l l s  a s k i n g  u s  t o  c l a r i f y .  It is n o t  our  f a u l t  t h e  
b i d d e r  docs  n o t  u r ~ d e r s t a n d .  A s  f a r  a s  t ime is concerned ,  we extended 
o u r  d e a d l i n e  tilo weeks beyond what is mandated. Had t h e r e  been a 
ri.a.;onable request t o  ex tend  f u r t h e r ,  we would have done s o .  

Rprardinf-  d i v i d i n g  l a b o r a t o r y  c o n t r a c t s  : The Audi to r  G e n e r a l ' s  r e p o r t  
: ; t n t c s  t h a t  ~ r i v a t e  l a b o r a t o r i e s  a r e  e l i g i b l e  f o r  c e r t i f i c a t i o n  t o  pe r fo rm 
m i c r o b i o 1 o ~ ; i c a l  a n a l y s i s  o f  Grade "A" m i l k  and mi lk  p r o d u c t s .  What t h e  
r e p o r t  f a i l e d  t o  t a k e  i n t o  c o n s i d e r a t i o n  i s  t h e  f a c t  t h a t  a p r i v a t e  
l a b o r a t o r y  cctn on ly  be c e r t i f i e d  by a n  approved s t a t e  c e n t r a l  mi lk  
l a b o r a t o r y .  Thc a n l y  way f o r  o u r  o f f i c e  t o  u s e  a  p r i v a t e  l a b o r a t o r y  f o r  
Grade "A" p r o d u c t s  would be t o  pay t h e  DHS t o  m a i n t a i n  a  s t a t e  
l a b o r a t o r y  and a t  t h e  same t ime pay t h e  p r i v a t e  l a b o r a t o r y  f o r  a c t u a l  
work. Also ,  11' t h e  DHS had t o  c e r t i f y  t h e  p r i v a t e  l a b o r a t o r i e s ,  i t  seems 
t h e r e  would be n c o n f l i c t  of  i n t e r e s t  f o r  t h e  DHS t o  b i d  a t  t h e  same t ime.  

I vlould have no o b j e c t i o n s  t o  s u b m i t t i n g  b i d s  f o r  s o f t  s e r v e  i c e  cream 
s e p a r a t e l y  . 
Rezardinr;  rcanageinent d a t a  i n a c c u r a t e  : I t a k e  f u l l  r e s p o n s i b i l i t y  f o r  
t h e  tiiscr.:pericies i n  t h e  budget  r e q u e s t  a s  p e r  a u d i t o r ' s  r e p o r t .  I n  t h e  
y e a r s  covercti by t h i s  r e p o r t  i t  must be noted t h a t  t h i s  o f f i c e  was i n  
tur: :~oll .  Lo.:s of  two c o r m i s s i o n e r s  i n  t h i s  s h o r t  span  p l a c e d  a  l a r g e  
burden on :.ly s h o u l d e r s .  My o n l y  concern  a t  t h e  t ime  was t o  keep t h e  
o f f i c e  a f l o a t .  There  was n o t  t ime  f o r  c o u r s e  c o r r e c t i o n s .  I t h i n k  t h e  
e f f e c t ~ v e n e s s  of  t h i s  o f f i c e  speaks  f o r  i t s e l f .  

1. S i n c e  December 1979 t h e r e  h a s  been no ev idence  of  a f l a t o x i n  
e x c e e d i n g  l i m i t s  i n  f i n i s h e d  p r o d u c t s .  

2. S i n c e  1?7Q t h e r e  h a s  been no ev idence  of o v e r - t o l e r a n c e  p e s t i c i d e s  
(DDT, DDE, T D 9 ,  t oxaphene ,  h e p t a c h l o r ,  e t c . )  i n  t h e  f i n i s h e d  p r o d u c t s .  

3. !:hr3n a  [:roblein h a s  a r i s e n  such  a s  i n h i b i t o r s ,  s a l m o n e l l a ,  camphylo- 
b a c t e r ,  t h i s  o f f i c e  h a s  moved s w i f t l y  and e f f i c i e n t l y  t o  n o t i f y  
cor~i;umcrr;, and remove f rom s a l e  t h e s e  p r o d u c t s .  

This i:: tlic pr imary f u n c t i o n  of t h i s  o f f i c e .  I would l i k e  t o  p o i n t  o u t  
t h a t  durini;  t i iese  h e c t i c  y e a r s ,  we were mandated t o  c u t  o u r  budge t s  i n  
n i d y c a r  on two o c c a s i o n s .  No budget  r e c o r d s  r e f l e c t  t h i s  c u t .  Our 
c u t s  were t aken  from l a b o r a t o r y  s e r v i c e s  bo th  t i m e s .  If  t h e  Audi to r  
G e n e r a l ' s  o f f i c e  had checked c l o s e r ,  t h e  money r e v e r t m e n t s  t o  t h e  g e n e r a l  
fund would have v e r i f i e d  what we t o l d  them. 
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r' c v e r v  r-eco;r,n.endation t h a t  h a s  been l i s t e d  i n  t h e  f i r s t  f i n d i n g ,  e x c e p t  
the : : p l i t :  in[: of l a b o r a t o r y  c o n t r a c t s ,  was f u l l y  implemented p r i o r  t o  
t!ic Audi to r  ( ; \ :nera l ts  a u d i t .  It seems t o  me t h a t  i t  i s  t h e  c u r r e n t  
prob1e::s t h l t  need t o  be c o r r e c t e d ,  n o t  p a s t  problems t h a t  t h e  agency 
hciu a l r e a d y  c o r r e c t c d .  

P r i o r  t o  1974,  t h e  ini lk program was s h a r e d  by many s t a t e  and l o c a l  
a u t h o r i t i e s .  It  was d i f f i c u l t  i n  many . ins tances  t o  de te rmine  who had 
j u r i s d i c t i o n .  I f  we d e l e g a t e  o r  a l l o w  c o u n t i e s  t o  i n s p e c t  and sample 
s o f t  s e r v e  i c e  cream machines ,  we a r e  d e f e a t i n g  t h e  purpose  of  h a v i c g  
one r e , y l a t o r y  acency r e s p o n s i b l e .  Even though t h e  coun ty  would t a k e  
c a r e  o f  t h e  n!achir,e, i t  would s t i l l  be t h e  Da i ry  Commiss ioner ' s  
r e s p o n s i b i l i t y  t o  t a k e  c a r e  o f  t h e  mix a t  t h e  p r o c e s s i n g  p l a n t s .  When 
v:e a n a l y z e  i c e  crcairi mix,  i t  must be i n  t h e  hands of  t h e  p r o c e s s o r .  I f  
a  problem a r i s e s ,  uho h a s  j u r i s d i c t i o n  o v e r  t h e  mix i n  t r a n s i t  f rom t h e  
p r o c e s s o r  t o  t h c  i c e  cream machines.  These a r e  t h e  problems a r i s i n g  
o u t  of s p l i t  j u r i s d i c t i o n .  

By t r a n s f e r r i n g  t h e  program from s t a t e  t o  c o u n t i e s  would o n l y  r e s u l t  i n  
t r a n s f c r r i n * .  or  c o s t  from s t a t e  t o  coun ty .  The t a x p a y e r  is  s t i l l  g o i n g  
t o  pay. S~~:-(:estion was made t o  i n c r e a s e  f e e s  t o  o f f s e t  t h e  c o s t  t o  t h e  
coutitie::. :,:y recornmendation would be t o  i n c r e a s e  o u r  l i c e n s e  f e e s  t o  
cover  t h e  program and m a i n t a i n  s i n g l e  j u r i s d i c t i o n .  

F i r s t  i t  must be noted t h a t  most a l l  food r e g u l a t o r y  a g e n c i e s  a r e  
s t r i c t l y  a  s u r v e i l l a n c e  program. There  i s  no  way t o  g u a r a n t e e  a l l  mi lk  
and mi lk  p r o d u c t s  t o  be 100% f r e e  o f  d e l e t e r i o u s  s u b s t a n c e s .  The f a c t  
t h a t  ve a r e  s u r v e y i n g  t h e  mi lk  shed on a c o n t i n u i n g  b a s i s  p r e v e n t s  t h e  
mi lk  from becorning con tamina ted .  

Arizona h a s  t h e  most e x t e n s i v e  a f l a t o x i n  and p e s t i c i d e  program i n  a l l  
o f  t h e  state:;.  We d i s p o s e d  of  more than  2 ,000 ,000  pounds of p e s t i c i d e  
mi lk  i n  thr? p a s t  y e a r .  I f  we were t o  p h y s i c a l l y  watch t h i s  d i s p o s a l ,  I 
would need per:;onnel around t h e  c l o c k  t o  f o l l o w  t h e  movement of t a i n t e d  
i :!c a l l o w  t a i n t e d  milk  t o  be p rocessed  i n t o  an imal  f e e d .  It is  
l e s s  c o s t l y  t o  random check t h e  warehouse a t  Uni ted  Dairymen of Arizona 
f 'or v e r i f i c a t i o n  t h a t  t h i s  mi lk  was powdered f o r  an imal  f e e d .  We d o  
have  c o p i e s  of  rnan l fes t s  o f  t a i n t e d  mi lk .  It would d o  no  good f o r  UDA 
t o  u:;e t h i s  m i l k ,  o t h e r  than  f o r  an imal  f e e d ,  because  t h e y  would n o t  g e t  
pa id  f o r  i t .  A l l  o f  o u r  r e c o r d s  a s  t o  d i s p o s i t i o n  of mi lk  goes  t o  t h e  
F~tcicrcil [:arketinc; A d m i n i s t r a t o r .  A l l  t h e i r  r e c e i p t s  must be accoun ted  
f o r  and t h e i r  d i s p o s i t i o n .  

I n  t h e  p a s t  when a n  independen t  p roducer  had h i g h  p e s t i c i d e ,  we c o l o r e d  
hi:; m i l k ,  t h u s  v e r i f y i n g  i t  was used f o r  o n l y  an imal  u s e .  
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There  r x a t  b e  a p o i n t  i n  t ime  when e x p e r i e n c e  and f a i t h  i n  i n d u s t r y  
must be takrxn i n t o  c o n s i d e r a t i o n .  Anybody t h a t  r e a l l y  wants  t o  market  
a c o i ~ t a r ? i n a t c d  pro,iuct  w i l l  f i n d  a way i r r e g a r d l e s s  o f  a l l  t h e  documents 
and l ; i s? t :c t ions  n d e .  The bottom l i n e  is t h i s  - we a n a l y z e  f i n i s h e d  
p r o d u c t s  on a continuing b a s i s  and we have n o t  found one s i n g l e  p r o d u c t  
t h a t  c-ontdains o v e r - t o l e r a n c e  p e s t i c i d e  o r  a f l a t o x i n  s i n c e  November 1979.  
The Audi to r  G e n e r a l ' s  r e p o r t  d o e s  n o t  a g r e e  w i t h  o u r  s y s t e m ,  b u t  t h i s  
r e c o r d  h a s  g o t  t o  s a y  something.  I might add t h a t  we have e s t a b l i s h e d  
t h i s  r e c o r d  w i t h  a d e c r e a s e  i n  y e a r l y  budge t s .  

T:ie scree s r i t h  t h i s  f i n d i n g .  

S i n c e r e l y ,  

Roy C .  C o l l i e r ,  
Da i ry  Commissioner 
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