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Day 1

Time

8:30am

9:00am

10:00am

10:30am

10:45am

AGENDA

Environmental Auditing Workshop

Topic

Introductions

• Goals and Objectives
• Workshop Review
• °ollution Prevention
• ~ministrative

Overview of Auditing

• Definitions
• Historical Perspective
• AUditing as a Management Tool

Basic Audit Process

• Pre-Audit Activities
• On-Site Activities
• Post-Audit Activities

Break

Pre·Audlt Activities

• Administrative
• Information Desired Before the Plant

Visit
• Developing Protocols and

Questionnaires
• Scope and Responsibilities



Day 1 (continued)

Time

12:00

1:00pm

2:15pm

3:30pm

3:45pm

5:00pm

Topic

Lunch

Exercise In Developing Protocols and
Questionnaires

Interviewing Techniques and Skills

Break

Role Play: Interviewing

Adjourn
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Time Ioplc
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8:45am On-Site Activities

• Opening Meeting
• Plant Tour
• Exit Meeting
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10:45am Role Play: On-Site Activities

12:00 Lunch
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• Working Papers
• Report Writing

2:15pm Report Writing
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3:45pm Audit Preparation

5:00pm Adjourn
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10:30am
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12:30-2:30pm

2:30-3:30pm
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Discussion of Facility Operations

Lunch

Plant Tour

Exit Meeting

Facility Audit Report
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(continued)
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• Disclosure of Audit Reports

AUditing • a Polley Issue

• Government Role
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• Citizen's Role'

Multinationals' Auditing Program.

Future of AUditing

Wrap-Up, Evaluation and Adjourn
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OVERVIEW OF AUDITING
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OVERVIEW OF AUDITING

• Definitions

• Variety of Terms

• Historical Perspective

• Auditing as a Management Tool
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Definiti.ons

• u.s. EPA POlicy Statement on Environmental Auditing, JUly, 1986

• Any systematic, documented, periodic and objective review
by a firm (or a regulated entity) of facility operations and
practices related to meeting applicable requirements.

• Environment Canada, Environmental Protection Act, Enforcement
and Compliance Policy, May, 1988

• Intemal evaluations by companies and governmental
agencies to verify their compliance with legal requirements as
well as thair own policies and standards.

• International Chamber of Commerce, Position Paper on
Environmental Auditing, adopted November 29, 1988

• A systematic evaluation of performance to ensure compliance
with requirements during the operational phase of indu~~lial
activity including the following components:

full management commitment
audit team objectivity
professional competence
well-defined and systematic approach
written reports
quality assurance
fOllow-up.

• Generally, auditing can be broadly defined as, a systematic
evaluation of a company's operations with regard to environment,
safety and health.

3



Variet~ of Terms

• Audit

• Review

• Survey

• Surveillance

• Assessment

• Evaluation

• Inspection

4
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BASIC AUDIT PROCESS
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BASIC AUDIT PROCESS

• Pre-Audit Activities

• On-Site Activities

• Post-Audit Activities
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Pre-Audit A~tivities

• Planning

• Scheduling

• Team Organization

• Necessary Approvals

• Pre-Visit, if Necessary

• Develop Protocols and Questionnaires
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On-Site Activities

• Meeting with Plant Personnel

• Scheduling Interviews

• Review of Documents and Records

.• Site Inspection

• Debriefing

• Developing Working Papers

• Developing Findings
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Post-Audit Activities

• Exit Interview with Plant Personnel

• Team Coordination

• Develop a Report

• Obtain Necessary Input

• Prepare Final Report

• Follow-Up

11



PRE-AUDIT ACTIVITIES
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PRE-AUDIT ACTIVITIES

• Administrative

• Technical

• Information Desired Before the Plant Visit

• Developing Protocols and Questionnaires

• Scope and Responsibilities

• Pre-Audit Questionnaire

• Sample Protocol

13



Administrative

• Schedule Audit Dates, Times, etc.

• Select Team Members

• Confirm Audit Schedule

• Make Travel Arrangements

• Schedule and Obtain Appropriate Facility
Personnel Involvement
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Techni.cal

• Request and Obtain eackground Material about
the Facility

• Review the Background Material

• Develop Plan of Action

• Review Safety Requirements for the Facility e.g.
Safety Shoes, Safety Glasses, etc.

• Collect Pertinent Information to Conduct Audits

15



information Desired Before the Plant Visit

• Plant Layout

• Topography

• Flow Diagram of the Process

• Process. Description and Schematic

• Waste Generation Rates, if Available

• Training Records

• Permits and Ucenses

• Fines or Penalties Paid or Pending

• Waste Disposal Practices and Records

• Organizational Chart with Names and
Responsibilities

• Policies and Procedures

• Operating Manuals and Instructions

• Previous Audit Findings
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Developing Protocols and Questionnaires

• Considered Audit Tools

• They Should:

• Include an Abstract of Compliance Requirements
in Applicable Areas

• Provide an Opportunity to Verify Internal Company
Environmental Management Procedures

• Provide the Auditor Action Steps so that the
Auditor is Clear on What Should be Done During
an Audit

• Protocols Should be Developed for the Following Areas,
at a Minimum, if Applicable:

• Wastewater Discharge

• Air Emissions

• Hazardous and Non-Hazardous Waste
Management

,

• Chemical Spill Management

• Oil Spill Management

• Waste Reduction Programs

17



Scope and Respor~sibUities

• ErNironmental Audit

• Team Leader Responsi~)i1ities:

• Organize

• Plan

• Select Team Members

• Assign Responsibilities to Team Members

• Schedule Interviews

• Coordinate with the Facility Management

• Obtain Appropriate Clearances

• Finalize Audit Report

• Team Member Responsibilities

• Gather Pertinent Information with Respect to the
Auditor Assignment

• Develop Protocols and/or Questionnaires

18



Pre-Audit Questionnaire

1. General

• Company Name
• Address:
• Phone Number
• Facility Name:
• Facility Manager:
.. Environmental Manager

2. Site Characteristics

• Can the area surrounding the facility be described as:

a. Commerical
b. Industrial
c. Residential
d. Agricultural

3. Topography

• Can the area surrounding the facility be described as:

a Coastal
b. Mountainous
c. Desert
d. Valley
e. Rood Plain

4. Air

• Do you have an air emissions Inventory
• Do you have to register the emission points with

agencies
• Do you conduct air qUality monitoring
• Do you have air quality monitoring data available
• Do you have air pollution control equipment
• Have there been any complaints from the community

regarding air emissions
• Do you quantify emissions

5. Wastewater

• Do you produce wastewater
.Sanitary·
Process
Stormwater Runoff
Other

YES NO N/A



• Do you discharge process wastewater into
river

. lake
sewer
other

• Does stormwater runoff discharge into
river·
lake
sewer
other

• Do you treat wastewater on site
sanitary
process
stormwater runoff
other

• Do you monitor wastewater discharge
• Do you have monitoring results available
• Do you have a water balance diagram

6. Waste

• Do you produce waste
hazardous
nonhazardous

• Do you analyze waste as to its hazardous nature

• Do you know the quantity of
hazardous waste produced
nonhazardous waste prodUced

• Do you dispose of waste
on-site
off-site

7. Tanks·
• Do you have underground storage tanks
• Do you have above ground storage tanks
• Do you know the capacity of these tanks
• Do you know the age of these tanks
• Do you have a spill prevention plan associated with

filling the tanks
• Do you have a leak detection program

8. Evacuation plan
• DO yOu have an emergency evacuation plan

9. Oil spill contingency plan
• Do you have an oil spill contingency plan

10. Do you have a waste minimization program

11. 00 you have a recycling program

f-Y_E_S_--i_N_O__ .J. N/A



section A: RCRA Requlrement!lo40 CFR Parts 284; 265, Subpart 0 (May 19, 1980)

S1mJlIJI Protocol

Working Paper Ref.

No_Ves__

Answer based on

Inq Obs Test

Answer

YES NO N/A

Does the facility treat or dispose of any hazardous
wastes, Including containers. by means of Incineration?

(d) Anything else

(a) Heating value of the wastes

(b) Halogen and sulfur content

(c) Concentrations of lead and
mercury In the wastes

If yes, does the analysis Include at
least the following?

1. Does the facility analyze wastes
before burning them for the first time
to establslh proper operating
conditions?

2. Are waste analysis results made
parlof the operating record of the
facility?

3. Does the facility Incinerator have
Instruments that relate to the
following aspects of combustion and
emlulon control?

(a) Meuurement of waste feed rate

(b) Meuurement of auxiliary fuel flow
rate .

(c) M8IlUrement of air flow ratr,

(d) M8IlUrement of combultlon
temperature

(e) Meuurement of scrubber flow

(f) M8IlUrernent of Scrubber pH

(g) PrellUre rnealUrements through
out system

4. Are the above Instruments
monitored at I••t every 15 minutes
when hazardous wastes are being
Incinerated?



EXERCISE IN DEVELOPING
PROTOCOLS AND QUESTIONNAIRES
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EXERCISE IN DEVELOPING
~ROTOCQLS AND QUESTIONNAIRES

EXAMPLE:

You are about to audit a chemical manufacturing plant. This plant is
located along the banks of a river. The raw material is brought in with a
barge. It is unloaded into silos and conveyed to the ~ite for processing.
The plant consists of two boilers with their own stacks. These boilers are
fired by fuel oil # 2. Solid and hazardous waste generated on-site are
stored temporarily on-site and disposed of off-site. Sanitary wastewater
is discharged into the city sewer system and process wastewater is
discharged into the river. The plant is surrounded by light industrial and
commercial facilities.

23
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• Difficult Interview Situations

Arguments
Debates
Political Questions
Coming Across as a IIKnow-it-AIlIl
Coming Across as IIArrogantll

Using a Tape Recorder

•

•
•

•
•

• The Interviewee Digresses
• The Interviewee is Argumentative
• The Interviewee has -Ves' or IINo' Answers
• The Interviewee is Hostile
• The Interviewee is Non-Cooperative

• Role of Interviewing in Auditing

• Approach to Interviewing

• Scheduling an Interview
• Conducting of Interview
• Closing an Interview

• Situations to Avoid during an Interview

INTERVIEWING TECHNIQUES AND SKILLS



ROLE PLAY: INTERVIEWING
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ROLE PLAY: INTERVIEWING

There are three parties in this role play - the plant manager, the auditor
and the observer.

The role, approach and attitude of each of the parties is provided below.

The purpose of this exercise is to understand the air quality management
system ~n existence at the plant.

27



Plant Manager's Instruc.tions

Your role in this exercise is to act as a plant manager responsible for the
operation and maintenance of the plant.

You are skeptical about the audit. You do not believe in this process
because you have been doing an outstanding job of plant maintenance
for the past 10 years. The local city and community leaders have
appreciated your performance in an area Chamber of Commerce
meeting by presenting you with a plaque for your performance.

You may want to share your skepticism regarding the audit with the
auditor.

You re.cently (within the last year) conducted an emissions inventory and
identified various emission points. You installed air quality control
equipment (scrubbers, baghouse, etc.) at certain emission points.. This
resulted in the reduction of odor and particulates. You occasionally
monitor the stack gases and calibrate the monitoring equipment. Your
air quality person is a mechanical engineer by training. In addition to air
quality responsibilities, he has a number of other duties related to plant
maintenance. He has been working in the plant for six years. He is
assisted by a technician who has been working in the plant for the past
six months. For some reason, the technicians do not seem to stay on
the job for a long time.

Air quality monitor{ng records are kept at the plant engineer's office.

28



Auditor's Instruc.ti.ons

Your role in this exercise is to ask the right questions to understand the
air quality management system at the plant.

A typical approach may include understanding the:

• local requirements such as 'licenses, permits, if any

• ~horoughness of the emission inventory

• method of quantifying the emission inventory

• training of personnel

• frequency of monitoring

• calibration of equipment.

29



Observer's Inslruc.ti.ons

Your role in this exercise is to observe the interview being conducted and
to assess whether the objective of the exercise (i.e. understanding of the
air quality management system) has been met. You are also to observe
whether proper interviewing techniques have been used in this interview.

30



ON-SITE ACTIVITIES
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ON-SITE ACTIVITIES

• Opening Meeting

• Plant Tour

• Exit Meeting

32
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Opening Meeting

• Presentation of the Scope and Objective of the Audit by
the Audit Team Leader

• Presentation of the Approach to the Audit

• Introduction of Team Members - State and Show their
Credentials

• Presentation by Plant Management Personnel Regarding
Facility Operations

• Introductions of Appropriate Plant Personnel

• Scheduling of Plant Tour

• Scheduling of Interviews with Plant Personnel

• Review of the Approach to Audit Findings

• Scheduling of Meetings for Discussion of Audit Findings















Team Member's Instmctions

Your role in this exercise is to ask the facility management the pertinent
questions to help you conduct the audit in your area effectively and
efficiently.

40





POST-AUDIT ACTIVITIES

• Working Papers

• Report Writing

42



Working Papers

• Purpose

• Format

• Disposition

43







REPORT WRITING

• Organize and Write

• Organize as You Go

• State the Facts - Just the Facts

• Write in the Present Tense

• Use Appropriate Phrases and Words

• Avoid Generalizations and Vagueness

• Avoid Interpreting Data or Drawing Conclusions

• Avoid Persuasive Statements

• Use Acronyms, Jargon and Abbreviations with
Caution

• Avoid Using Names of Individuals

• Avoid Problem Phrases and Words

• Edit and Proofread

• Edit your Work

•. Avoid SUbject-Verb Disagreement

• Avoid Misplaced Pronouns

• Avoid Confusion Among Commas, Semi-Colons
and Colons

• Proofread Carefully

• Summary

46



Organize and Write

Use the Four-Step Writing Process

Using the following four-step process will help increase the efficiency and
quality of your writing:

Step 1: Plan

• Revaev~ your recipients and purpose for writing

• Conduct investigation and take clear, precise notes

• Select topic headings; organize notes under headings

Step 2: Draft

• Use topic headings to organize information

• Write in plain, direct language, in the present tense

Make no revisions as you draft

• Try to complete your dra1t in one sitting

Step 3: Cool

• Put your draft away, even if for only an hour or two

Step 4.LRevlse

•. Edit your draft, checking organization, language and grammar

• Proofread

47



Organize as You Go

As you conduct your investigation in the Plan phase of the writing
process. sort the data you gather Into topics. This will save time and
effort later. The Assessment Protocol provides topic heading you may
use.

Here is the outline from which you are to use:

1. Topic
1.1 Subtopics
1.2 _Subtopics

2.
2.1
2.2

3.1
3.2

Your final document should present your findings In outljne form,
rather than in rambling descriptions. The following example shows the
difference:

The waste treatment are below the plating floor has an indirect exit
way. Workers on the treatmen~: floor may be cut off from this exit.
This area has not been evaluated to determine whether it is within
the d5finition of confined space (is not 'designed for human
occupancy and from which escape may be restricted'. Although
entry procedures do exist for this task, they do not address all
aspects of confined space entry. including permit-based
c()mmunicati()n between the maintenance•. waste treatment and'
plating operations-so that all operators are knowledgeable of the
tasks to be performed. duration of the task. and scope or special
requirements necessary.

48



Organize as You Go (.continued}

Better

1. Occupational Health and Safety

1.1 Waste Treatment Area

The waste treatment area below the plating floor has an
indirect exit. No evaluation has been made to
determine whether this area is a ·confined spaceK
according to definition. Entry procedures do exist for
this area, but these procedures are not complete if the
area is' indeed a Kconfined spaceK.

49



Stats the Facts • Just the Fac.ts

The statements in your Assessment. Findings should be purely factual.
with enough detail to make the problem perfectly clear to the reader.
The following is an example of a well-written factual statement with an
appropriate amount of detail:

6. Occupational Safety

6.1 Portable Fire Extinguisher

There is no system to ensure that all portable fire
extinguishers are inspected monthly and annually.
There is no documentation that portable fire
extinguishers are visually inspected monthly.

50



Write in the Present Tense

Statement in your findings should be written In the present tense
wherever possible. not in past or future tenses. You are documenting
negative findings as you observe them. and writing in the present tense
correctly conveys this sense of immediacy to your recipients. Here is an
example:

Poor

The Corporate Incident Reports for illness and accident reporting
were incomplete. No system was in place for internal audits of the
records.

Better

The Corporate Incident Reports for illness and accident reporting
are incomplete. No system exists for internal audits of the records.

51



Use Apprgpriate Phrases and Words

In writing your Assessment Findings, it may be helpful to know phrases
and words you can use to avoid the ·pitfalls· described in detail below.

These phrases work well in statements describing exceptions:

• There is no written record of . . .
• The system has not been evaluated ...
• A protocol does not exists for . . .
• A strategy is lacking for . . .
• The (describe item) does not operate ...
• The written records are not complete
• No procedure is in place for ...

52



Avoid Generalizations and Vagueness

Giving an adequate amount of detail is important to fUlly communicate
the nature and magnitude of the exception. Be sure to avoid
generalizations and vague statements. The following example shows
the difference:

Poor

The hearing conservation program is incomplete.

Better

The hearing conservation program lacks the following components:
baseline testing of employees; annual training; recordkeeping.

53



Avoid Interpreting Data
o.r Drawing Conclusions

In addition to avoiding vague statements, avoid statements that
Interpret data or draw conclusions. Allow the recipients to draw their
own inferences from the facts. For example:

Poor

The Storm sewer drain is sampled every 20 minutes, producing a
composite sample for each day. The samples are picked up and
tested Monday through Friday. If a problem occurs on Friday after
the sample has been picked up, it may be 72 hours before a
release is detected.

Better

The Storm sewer drain is sampled every 20 minutes, producing a
composite sample for each day. The samples are picked up and
tested Monday through Friday. There is no provisions for retrieving
and testing samples on Saturday and Sunday.
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Avoid Persuasive Statements

Statements which attempt to persuade must be avoided as well. Here
are some examples:

Poor

It is very important that Management make aud,its and inspections
of facilities, operations, and personnel.

Better

There are no records of audits or inspections of facilities,
operations, or personnel.

Poor

Management must start enforcing operator procedures.

Better

No system exists for enforcing operator procedures. No records
exist indicating management has enforced operator procedures.

55



Use Ac.rolJyms, JIllion and Abbreviations
with Caution

In writing your findings, provide complete names of departments,
divisions, chemicals, etc. the first time they appear in a paragraph,
followed by the acronym or abbreviation in parentheses. This way your
recipients will know with certainty what you are describing. After you
have given the complete name once in a paragraph, you nay use the
acronym or abbreviation. In addition, use common terminology rather
than departmental or Health, Safety and Environmental Jargon whenever
possible.

Poor

There is no procedure in place which requires a determination of
the TSCA inventory status of purchased materials which are not
regulated by the FDA.

Better

There is no procedure in place which requires a determination of
the Toxic Substances Control Act (TSCA) inventory status of
purchased materials which are not regulated by the Food and Drug
Administration (FDA)•.

56



Avoid Using Names of Individuals

Use Jg,b titles or group names rather than names of individuals in your
findings.

poor

The on-site nurses, Jane Doe and Sue Roe, lack training in the
cleaning and maintenance of respirators.

On-site "1edical personnel lack training in the cleaning and
maintenance of respirators. .

57



Avoi.d ProblBm Phrases
and Wo.rds

Some words imply jUdgement, carry emotion, or are extreme, and these
should be replaced by words that are non-Judgmental or are used as
llneutralM terms in the industry. Words that must be eliminated or
replaced include:

• danger (eliminate or replace with hazard)
• suspected, alleged
• ineffective
• escape (use exit)
• careless
• terrible
• intentional
• reckless
• severe
• incompetent

Here is an example of how a problematic statement can be rewritten
using jUdgment-free language: .

Poor

The existence of a suspected acetone tank in the area Of the
methanol tanks has not been verified. From discussions with site
personnel a tank has been installed but never has been used for
storage of acetone.

Better

Site personnel stated an acetone storage tank has been installed in
the methanol tank area, but never has been used to store acetone.
During the assessment, no acetone tank was found in the methanol
tank area.
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Avoid Problem Pbrases
and Words (continued)

Some phrases and words are legally problematic - they may imply that
some legal duty has been neglected, or some legal liability exists. These
include: .

• There is a risk of . . .
• There is a failure of . . .
• The system is not in compliance . . .
• The system is in violation . ~ .

Here is an example of how a legally-problematic statement can be written
into an acceptable one:

Poor

The drains in the basement of Building XYZ lead to Sunshine Lake.
Organic solvents and acids are used in the basement. Basement
drains are not sealed, in violation of federal and state regulations.

Better

Organic solvents and acids are used in the basement of Building
XYZ. Drains in this basement are unsealed, and lead to Sunshine
Lake.

\
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.E.d.U and ~roofread

After you have finished your draft, then let the draft Ilcoolll for a
period of time, until you are ready to edit and proofread your
document.
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Edit Your Work

Edit your draft, cbecklng organization. language. and grammar. This
checklist will help you edit:

• Have I met the needs of my recipients?
• Is my purpose evident?
• Have I organized the information in outline form?
• Have I avoided interpretation, summary, persuasion?
• Have I used non-JUdgmental statements?
• Have I avoided emotion-carrying adjectives, legally-problematic

words or phrases?
• Have I been clear and concise?
• Have I cited the appropriate regulation, policy or good management

statement?
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Bun-on or fu~~d sentences

Better: There is no system for upgrading air permits.

Responsible personnel are not enforcing operator
procedures.

Better:

Rule: Every sentence must make sense by Itself.

~oor: System to upgrade air permits.

Check your work to be sure you haven't made any of these common
grammar or punctuation errors:

Sentance fragments

Rule: Every sentence must contain a sUbject and a verb.

~oor: Not enforcing operator procedures.

Edi~r Work (contiOllsdl

Rule: TVJO Independent thoughts must be Joined with a
conjunction or with. punctuation mark.

~oor: The facility does not have an emergency action plan to
ensure employee safety in case of fire does not have a
plan to address on-site accidents involving hazardous
material spills.

Better: The facility does not have an emergency action plan to
ensure employee safety in case of fire and does not
have a plan to address on-site accidents involving
hazardous material spills.



Avoid Subject-VecILDisagreement

Rule: The subject and verb should agree In number

Poor: The entry pr~cedures does not address all aspects of
confined space entry.

Better: The entry procedures do not address all aspects of
confined space entry.
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Avoid Misp.laced Pronouns

Rule: A pronoun should be used to refer only to 8 word that
precedes It In writing.

Site personnel were certain. after consulting
management. that the repair would be completed by
noon.

Better:

Poor: The lasers were placed, into service without a safety
review. but site personnel were not able to explain it.

Better: The lasers were placed into service without a safety
review. but site personnel were not able to explain how
this occurred~

Rule: A pronoun must refer unmistakably to only one word.

poor: When site personnel consulted management. they were
certain the repair would be completed by noon.
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Rule: Use commas to separate Items In a series. Items may be
words, phrases, or clauses.

Rule: Use colons after Introductions that suggest a list of Item.
Is going to follow.

Avotd Confusion among Commas,
Semi-Colons and Colons

Better: There is no procedure outlining the schedule for training
new operators: training documentation is not complete.

poor; The following elements are lacking, a site waste
minimization plan, inspection schedules and logs for
waste accumulation areas, names and phone numbers
of emergency hazardous waste coordinators.

.b.tIJli The following elements are lacking: (1) a site waste
minimization plan, (2) inspection schedules and logs for
waste accumulation areas, (3) names and phone
numbers of emergency waste coordinators.

~oor: There is no procedure outlining the schedule for training
new operators, training documentation is not complete.

Poor: There is no formal system for evaluating new and
modified equipment and processes prior to dtlsign
installation and start-up.

Better: There is no formal system for evaluating new and
modified equipment and processes prior to design,
installation, and start-up.

Rule: Use semi-colons to separate the main clauses of a
compound sentence.



Proofread Carefull~

Proofreading your work is important, since readers will attribute
mistakes they find to you. even if someone else typed your report. In
addition, errors can raise suspicions about the writer's care and attention
to detail.

There are various techniques you can use to make sure your final report
is free from spelling, punctuation and grammar errors. These methods
force you to really see every word so you can discover any errors in your
work.

• Isolate each line from the lines above and below. Use note cards
or pieces of paper to do this.

• Read the document aloud.

• Read lines of text from right-to-Ieft rather than from left-to-right.

• Read lines of text from bottom-to-top.

A word of caution: proofreading lines or words in isolation has one
drawback - you may not notice words seemingly spelled right, but
incorrect when read in context. After you finish final proofreading, be
sure you read your work one final time for meaning.
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As you write your Assessment Findings, keep in mind the following
important points:

• Focus on your purpose and on the recipients of your work.

• Use the four step process to write more effectiv~ly and efficiently.
(Plan, Draft, Cool, Revise.)

• Organize as you go, by sorting the data you collect into topics. In
your final document, present your findings in outline form.

• ~tate the facts only, with enough detail to make the problem
perfectly clear.

• Write in the present tense whenever possible.

• Avoid general or vague statements. Give detail.

• Avoid interpreting data or drawing conclusions.

• Avoid persuasive statements. State the facts only.

• Use acronyms and abbreviations only after you have given the full
name first.

• Use common terminology rather than jargon whenever possible.

• Use job titles or group names rather than individual names
whenever possible.

• Use non-judgmental words rather than words that imply jUdgment,
carry emotion, or are extreme.
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SummafY-{continuedl

• Avoid words that imply some legal duty has been neglected or
some legal liability exists.

• Cite the appropriate regulation, corporate policy, or good
management statement be~~w your findings.

• Edit your work, checking organization, language and grammar.

• Proofread your work carefully to make sure your document is free
from spelling, punctuation and grammar errors.
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AUDIT PREPARATION
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AUDITING - A DIFFERENT PERSPECTIVE
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AUDITING - A DIFFERENT ~ERSPECTIVE

• Waste Minimization
• Property Transfer Audits
• Due Diligence
• Uability
• Risk Assessment
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Definition:

Waste minimization or pollution prevention means minimizing
or preventing the generation or release of wastes and
pollutants to the extent technically and economically feasible,
throughout the life cycle of the product, in~luding its design,
production, packaging and ultimate fate in the environment.
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WbatlL~lIuti.mLl!revel1tio.n1

"There are significant opportunities tor industry to
reduce or prevent pollution at the source through
cost-effective changes in production, operations,
and raw materials use. Such changes offer
industry substantial savings in reduced raw
material, pollution control, and liability co~s as
well as help protect the environment and reduce
risks to worker health and satety.1I

- The Pollution Prevention Act of
1990

Faced with the increasing costs and liabilities associated with end-of-pipe
waste management practices, many waste generators are turning to
pollution prevention as a cleaner, safer, and more cost-effective
alternative. Pollution prevention (also known as source reduction) is
defined as:

Any practice which reduces the amount of any
hazardous substance, pollutant, or contaminant
entering the waste stream or otherwise released to
the environment (including fugitive emissions) prior
to reCYCling, treatment, or disposal; and reduces
the hazards to public health and the environment
associated with the release of such substances,
pOllutants, or contaminants.

Pollution prevention includes such techniques as toxics use ,reduction,
raw material sUbst~ution, process or equipment modification, product

,redesign, training, improved inventory.control, production .planning and
sequencing, and better management practices.
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• Historical Perspective

Wallte Minil11izalioo_(contitluedl
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Various Laws in the U.S.

Economics

•

•

• Purpose

• To minimize waste and pollutants dl,i~ng the life
cycle of the product as it goes througl, the
process.



• Waste Minimization Hierarchy

• Pollution Prevention

• Source Reduction

• Recy~ling

• Treatment and Disposal
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Waste Minimizalion (conltn.uedl

Source reduction refers to any practice that reduces the generation
of waste or the toxicity of the waste at the source. Source
reduction can be achieved through:

• Procedural changes such as:

• Good Operating Practices

Material Handling and Storagl3 Improvement
Inventory Control
Scheduling Improvement
Spill and Leak Frevention
Preventive Maintenance
Operational Adjustment

• Waste Stream Segregation

• Training and Awareness

• Technology Modification such as:

• Process Modification
• Equipment Modifications
• Water and Energy Conservation
• Recycling and Reuse

• Raw Material Substitution

• Product AlterationslReformulations

Recycling is any process that uses or reuses any potential
emissions of waste as an effective substitute for a commercial
product. It can be on·Siteoroff-site. Qn-site recycling, however, is
preferable because of increased control over tne process.
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Waste MinImization (co.ntinuedl

• Establistl.nent of a Waste Minimization Program

• Management Commitment

• Establish Goals

• Measure Quantities and Determine Dollar-Value of
Wastes Generated in Order to Establish a Baseline
Relative to which Future Improvements can be
Measured

• Establish Waste Minimization Committees

• Develop Training Programs

• Establish Plant Level and/or Individual Level
Awards Programs

• Establish Procedures to Track Progress
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Waste MinimizationJcon.lJnu.edl

• Waste Minimization Audits

• Compiling an Inventory of Waste Streams and
Generation of Waste

• Formulating a Range of Potent.ial Solutions to
Eliminate their Generation

• . Prioritizing the Projects for Implementation

• Screening the Feasibility of the Various
Altematives Based on Economics and Technical
Criteria

• Making Recommendations to the Manager:nent
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• Compiling Inventory

Waste Minimizalionjconlinuedl

• Formulating Options

• Improved Housekeeping
• Material Substitution
• Process Modification
• R~cycling and Reuse
• EqUipment Redesign

• Prioritization

81

Volume. Toxicity and/or Mobility
Considerations
Waste Management and Disposal Costs
Safety/Health Risks
Ease of Implementation
Estimated Cost
Technical Feasibility

Material Safety Data Sheets. if Available
Chemical Purchasing Records
Process Flow Diagram and Facility Layout
Production Records .
Internal Waste Tracking Reports. if any
Interview Plant Personnel
Plant Tour .

Potential Criteria

•
•
•
•
•
•
•

•



Waste Minimizatio.n (co.ntinued}

Screening of Options - Technical and Economic

• Technical Considerations include:

• Effect on Product and Production

• Space and Utility Requirements

• Reliability, Maintainability and Availabilit,

• Economic Considerations include:

• Capital and Operating Expenses

• Return on Investment

• Reduction in Waste Disposal Costs

• Reduction in Raw Material Purchase cost

• Reduction in Production and Operation costs

• Quality Improvements
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Examples of B.elative1Uow-Cos:l .
Pollutio.n Preventio·n Projects

Training and Preventive Maintenance Opportunities

1. Increase awareness among plant employees that· pollution
prevention- is an important issue and that poor maintenance is
often the cause ofwaste. A heightened awareness is a vital
prerequisite to changing old waste generating practices.

2. Improve housekeeping practices, as well as operator and
maintenance personnel training. Such actions often translate into
reduced waste production, fewer leaks and therefore reduced
fugitive emissions from equipment and improved performance in
waste and emission generating systems (e.g., incinerators, stacks,
waste water treatment systems). Such efforts often improve product
quality as well as reduced costs.

3. Review frequency of equipment inspections and preventive
maintenance procedures to assure minimization of leaks and spills.

4. Review operating instructions for coverage of pollution prevention
measures. This should be coupled with regUlar observation of the
utilization of the correct procedures by all line personnel.

5. Regularly check process yields and compare them with theoretical
or expected yields to determine if losses are occurring and the
efficiency of raw material usage. Unaccounted for losses should be
investigated to determine the source and development of preventive
measures.

6. Inspect curbing, diking and any other spill containment and loss
prevention measures to maximize recovery of spilled materials to
pre.v~nt groun.clcontamination.
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Exampl.es o.f_R.e.lativel~Low·Cosl

.Pollu.ti.on_Prevenlion Projects ~lJllo.uedl

Degreaslng, Cleaning and Plating Operation OpportunUles

1. Evaluate opportunities to switch from solvent-based
cleaning/degreasing systems to either steam cleaning or alkaline
based systems in order to reduce hazardous waste generation.
eliminate toxic air emission. and reduce system exposure to the
chemicals.

2. Evaluate the use of waster-based lubricants so that a non-solvent
based cleaning system can be employed.

3. Use counter-current washing systems to minimize ,water usage and
produce less waste-water and minimize water usage.

Painting/Stripping Opportunities

1. Change from solvent based paint strippers to abrasive blasting.

2. Convert where possible to the use of water-based or powder-based
paints to reduce emission of Volatile Organic Compounds (VOC).

3. Convert to electrostatic paint spraying to minimize paint usage by
over spraying.

Machining

1. Switch to the use of water soluble oil for machining needs. which in
turn allows the use of an aqueous-based cleaner rather than a
solvent degreasing system.

2. Where petroleum based oil is necessary. use as feasible. one that
does not leave a residue which will require degreasing.

3. Equip all machines utilizing unenclosed lubricants with drainable
::trip pans for the collection I')f drips and recovery.of spills.
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• Source Reduction 'Activities

• ECONOMIC BENEFITS

INFORM STUDY OF 29 CHEMICAL PLANTS (1980-1989)

• SAVBD ABOUT $30 MILLION AND
REDUCED ITS HAZARDOUS WASTE BY 60%

3P PROGRAM SAVED $580 MILLION
AND ELIMINATED 700,000 TONS POLLUTANTS

. • SAVBD ABOUT $50 MILLION AND
REDUCED ITS HAZARDOUS WASTE BY 80%

3M COMPANY
(1975-1993)

AMOCO
(1983-1988)

CWBVRON
(1987-1990)

• TWo-TIlIRDS OF TIlE PLANTS RECOUPED THEIR CAPITAL INVESTMENTS IN
6 MONnlS OR LESS (38 SRA'S)

lS~ OF PLANTS SAVED MORE THAN S1MILLIONIYEAR AND SO~ BETWEEN
$45,000 TO $1 MIYEAR (62 SRA'S)

• PRODUCT YIELDS INCREASED

• NO CAPITAL INVESTMENT (12 SRA'S)

• LESS TIlAN $100,000 (24.SRA'S)

POLLUTION PREVENTION RESPONSES
BY U.S. CHEMICAL INDUSTRY

~ Many companies have volunteered to reduce by 50% their generation
of 17 specific chemical wastes by 1995

• IS WIDELY PRACTICED BY U.S. INDUSTRY

• PROVIDES ENVIRONMENTAL AND ECONOMIC BENEFITS

• SOURCE REDUCTION IS KEY TO ECONOMIC
COMPETITIVENESS

• FROM 1986-1985 IN 29 PLANTS, APPROXIMATELY 60 MM KGS
WASI'E REDUCED PER YEAR; S PLANTS REDUCED WASTE BY
MORE THAN 450,000 KG8 PER YEAR

• COST OF IMPLEMENTATION WAS LOW (48 8RA'S)-



EXAMPLES OF MULTINATIONALS'
POLLUTION PREVENTION PROGRAMS
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Case Study:
How 3M Makes Pollution
Prevention Pay Big Dividends
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Thomas W. Zosel

1be 3P Program Philolop~y-

Pollution Pre~entioDfNot Wute :Removal
The 3P Program, begun in 1975, has been recognized the world

over for ita achievements in waste minimization and preventing
pollution at thesource. Ithas beencopiedby manycompanies andhas
received numerous environmental achievement awards. .

The 3P idea is to prevent pollution at the source in products and
manufacturing processes, rather than remove pollution after it is
created. Although the idea itselfis Dot new, the concept of applying
pollutionpreventionon a companywideworldwidebasis,andrecording
the results, had Dot been done before 3M's initiative.

In the beginning, the 3P Program was established because ofthe
recolUitioD that prevention ill moreen.vironmentally ef1'ective,
technicallyBound,andles8costlythanconventionalcontrolprocedures.
Natural resources, energy, manpower, and money are all used in

3M IS ONE of the nation's leading "blue chip" companies. It is an
integrated enterprise characterized by substantial interdivision and
intersectorcooperationin research, manufacturing, and marketingof
products incorporating similar component materials manufactured
at cammon sources. Its business has developed from its research and
technology in coating and bondingfor coated abrasives, the process of
applying one material to another. Today 3M markets more than
60,000products, includingpressure-sensitive tapes, coatedabrasives,
roofinggranules, photographicfilm andlithographic plates, magnetic
recording tape, reflective sheeting, electrical insulating materials,
and repositionable notes.

3M employs some 87,500 men and women in fift.y-two nations, all
of whom are encouraged to explore Dew ideas and share what they
learn with fellow employees. This philosophy carries over to
environmental responsibility and is thfl basis of the internationally
known 3M Pollution Prevention Pays (3F') Program.

Company:
3M
l.ocatlon:
Sf.. Paul MN. headqUD.tters:
JacUl1fes 1n.Jlf!y-two countrfes
Number qfEmpIoI."':
87.500
Business:
Research. m.aru.ifacture. and
mtJrketf11g ojhome and
business product.s fncludIng
presSl.ll'e-sensttfIJe tapes.
phDtDgraphlcjUm.s. NC'lJfdIng
tapes. CIOI:W!d abrasives. and
fnsultJttng matsrIaIs
OJVectfw:
PnPuent poUu1lDn at the
soun:e Inproclud.s and
rnanqfactlD'tng processes.
rather than deal wtth
end-qfplpe waste
PIGfII·Gm:
-PoUuttDn .PnnJentfoR Pays. • a
campanywlde. worldwide
program based on emplDyee
Cnuoluement and~nWDn
BottomlJrw
$500 mIlJlDn saueds~
J975. SO-percent m:hM:tlDn In
pollution per amtt oj
production
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3M ts engaged. In a
cont1nutrlg tdJart to
eliminate pollution at the
source through product
r,qormu1al.tDn. process
mod1/lca.t:tDn. equipment
redesign. recycl1ng, and
tJte recovery ofwaste
mater1alsJor resale.
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building conventional pollution control facilities, and more resources
are consumed to operate them. Furthermore, at best, conventional
pollution removal fucilities only constrain a problem t£.mporarily;
they do 'I1ot eliminate the problem, which is the objective ofPollution
Prevention Pays.

This prevention approach to pollution abatement has become
standard practice at 3M. The company is engaged in a continuing
effort to eliminate pollution at the source through product
reformulation, process modification, equipment redesign, recycling,
and the recovery of waste materials for resale. ,

Bow the 3P Program WorkB
The Pollution Prevention Paya Program is conducted by and for

the 3M operating divisions. It is nm by a 3P Coordinating Committ~J
composed ofrepresentatives from 3M's engineering, manufacturing,
and laboratory organizations and from the corporate Environmental
Engineering and Pollution Control (EE&PC) organization.

EE&PC provides 3 manager to carry out the Coordinating
Committee plans and to administer the program. The Coordinating
Committee establishes criteria for 3P participation.

One ofthemostimportantfunctioDS ofthe manageris to encourage
participation in the program by 3M technical employees. These
employees in 3M laboratories and manufacturing facUities are the
people who initiate most individual 3P projects. Encouragement in
the past has come primarily from awards and recognition. More
recently 3M has set goals for its more than fifty operating divisions,
which in tum have passed goals on through their organizations.

Typically 8P projects are initiated when employees recognize a
IJpecific pollution or waste problem and a possible solution. An
employee team is then developed to analyze the problem and develop
solutions. Such a team might consist oC employees from several"
disciplines includiDg en,meering, research, marketing, and legal. A
proposal is then 8ubmitted to the afl'ected operating division and a
decisioD is made OD whether to commit funds, time, and other
resources to it.

Awards ad Recognition
Projects that are developed under the 3P Program are eligible for

recognition by management. In order to qualify for an award, a 3P
project must fulfill certain established criteria. The;;-;. va based on
four distinctpayoffs that3Midentified as goalsbefore initiatingits3P
Program:O)abettal'environment, (2)conservedresources, (3)improved
techD()logies, and(4)reducedcoSts.Thus,toreceiveformalreco~tion
under the 3PProgram, a project muSt meet the"following glrldeIiDes:

• It must, through process change, product reformulation, or
other preventive means, eliminate· or reduce a pollutant that
currently is a problem or udS the potential to become a 3M

PoUutwn Prevention Reutew/WITl1.er 1990·9l



Case study: 3M Makes Pollution Preven1.ton Pay
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3Pprqjects have
succeeded in eltmtnattng a
variety qfpoUutants at the
source, tncludtng
hydrocarbons (whJch
conJrlbute to ozone and
smog), odor. water,
dissolved soll.t:ls, sulfur,
zinc, alcohol.. and
tnctnerated scrap.

problem in the future.
• It should exhibit, in addition to reduced pollution, environmen

tal benefit through reduction in energy consumption, more
efficient use ofraw materials, or improvement in the use ofotl:ler
natural resources.

• It should involve a technical accomplishment, innovative ap
proach, or unique design in meeting its objective.

• It must have some monetary benefit to 3M. This may be througli .
reduced or deferred pollution control or manufacturing costs,
increased sales ofan existing or new product, or other reduction
in capital or expenses. .

Award suggestions usually are initiated by the more than fifty 3M
operating divisions. The Coordinating Committee then determines
what projects will receive aw::!."tis. Ifa project is recommended for an
award, the division is contRcted for information concerning who
should be cited. Only persons who have made a direct, personal, and
measurable contril'lution are eligible. Members of the EE&PC staff
are not eligible, nor are winning project supervisors or managers,
unless they meet the criteria for a "hands-on" contribution to the
effort.

Division management staff members present the awards,
frequently at a meeting of the unit's management committee. The
award consists oCa certificate signedb~' the chairman ofthe board and
the vice president for Environmental Engineering and Pollution
Con!l"Ol. These awards are considered a significant honor and can
influence decisions .on pay increases and promotions.

A Record of Success
To date, since 1975 there have been 2,511 recognized 3P projects

throughoutthe company. Ofthese, 785 have beenin the UnitedStates
and 1,726 have been from 3M operations in Argentina, Australia,
Belgium, Brazil, Canada, France, Germany, Italy, Japan, Mexico,
New Zealand, the Philippines, South Africa, Spain, Sweden,
Switzerland, Thailand, United Kingdom, and Venezuela.

3P projects have succeeded in eliminating a variety ofpollutants
at the source, including hydrocarbons (which contribute to ozone and
smog), odor, water, dissolved solids, sulfur, zinc, alcohol, and
incinerated scrap. For example, a 3P project at a 3M facility in
Alabama recycled cooling water that previously had been collected for
disposal with wastewater. Reusing the cooling water allowed 3M to
scale down the capacity of a planned wastewF.ter treatment facility
from 2,100 gallons a minute to 1,000 gallons n minute. The recycling
facility cost $480,000, but 3M saved $800,000 on the construction cost
alone oCthe wastewater treatment plant.

Another project involved the redesign of a resin spray booth that
had been producing some 500,000 pounds of overspray a year that
required special incineration disposal. New equipment was installed
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to eliminate excessive overspray. Efficiency was increased to provide
a net reduction in the total amount of resin used, saving more than
$125,000 annually, on a $45,000 equipment investment.

International 3P projects have ranged. £ram improved control of
coating weight at a 3M Iacility in Crllrseinon, Wales, and recycling of
wastewater at Hilden, West Germany, to a variety of combustion
control and heat recovery processes in Japan.

International

11,000 tons
1,100 tons
600 million gallons
12,000 tons

v.s.
112,000 tons
15,300 tons
1 billion gallons
397,000 tons

Table 1. Reductions in Pollutants:
First Year of 3P Program

PoUutant

Air pollutants
Water pollutants
Wastewater
Sludge/solid waste

The Bottom Line: 5500 Million Saved
The results ofthe 3P Program have been dramatic. In the fourteen

years the program has been in eristence (1975-1989), the pollution'
prevented has resulted in a savings of $500 million for 3M ($426
million from U)3. operations and $74 million from international
operations).

Equally dramatic are the reductions in pollution as a result ofthe
program. Table 1 shows the 3P results for the first year alone.
Projectedoveraperiodofsevera1years, thesefigures becomesignificant
indeed. In fact, since 1975, through the 3P Program 3M has reduced
pollution by an estimated 50 percent.

Looking to the Future
Achieving environmental t>e:\efit an.i some cost savings throu&h

·pollutioDpreventionisbetterthanno~svingsandnobenefits.But8M

believes its taskistoreacl:. as high apercentageo£pollution elimination
and pollution minimiZ!lQon as possible, and, as successful as 3P has
been, 3M top management decided that the company should be doing
even more. In June 1989, 3M announced challenging new goals
intended to spur the development ofnew and environmentally better
ways to manufacture our products.

31..f 'l'1tends to cutall hazardous andnonhazardo'~sreleases to the
air, land, and water by 90 percent and to reduce the i;eneration ofall
wute 50 percentby t.bG your 2000. This ig from the base yGal"of1987.
We also have an ultimate goal of achieving as close to zero emissions
as technically possible.

These goals will take 3M from a position of complying ,..rith
governmental regulations tobeingsubstantiallyunder the limitations
established by the environmental regulations. What we believe is

Thomas w: ZoseL
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Waste mtntmtzation teams
are betngJormally
established tn every
operattng division to
identify source reductiDn
and recycling
opportunt.ttes and develop
plans to adrlress them.

Case study: 3M Makes PoUut:t.an Prevention Pay

extremely important to note is that this significant commitment is an
entirely voluntary effort.

3Mwill achieve its goals primarily through an updated 3PProgram
called 3P Plus. 3P Plus involves both a commitment to substantially
reduce emissions through whatever means are available and longer
term scientific research to reduce sources of pollution in our
manufacturingprocesses-the classic pollution prevention approach.

Air pollution is a particular challenge to 3M because of the kinds-·
of products we make. Coating processes used to manufacture such
products as pressure-sensitive tapes, sandpaper, and videotape have
in the past required the use of petroleum-based solvents, similar· to
paint thinners, which evaporate and become air emissions.

3M scientists, as part of the 3P Program, have found ways to
reduce or eliminate the use of solvents in making a number of
produds. But as solventless processes that work well for some
products will notnecessarily work for others, researchis an important
partof3M's effort to achieve ourgoals. We expect to find ways to make
more of our products with 10'\1'· .\' no-solvent processes and to
substantially ~educeour generatu ...,,~waste and pollution.

As an intermediate step, to help us reach our goals more quickly
3M has initiated a $150 million program to achieve Best Available
Control Technology (BACT) at our plants worldwide by 1993 (1992 in
the U.S.). Pollution control devices vJl be installed on all existing
facilities emitting more than 100 tons a year and all new facilities
emitting more than forty tons a year, even though strict reductions
are not required by gove~ent regulations.

3Mhas alreadycompletedemission-controlprojects inNewJersey
(1,000 tons a year reduced) and Los Angeles (1,050 pounds a day
reduced). We are currently in the process of developing similar
returns in lllinois, Pennsylvania, and Ventura County, California.

Along with this commitment to substantially reduce emissions,
3M's top management has decided that the Emission Reduction
Credits that are created by the 3P Plus efforts will not be sold to other
companies. Any credits that are not needed for future 3M expansions
will be donated back to the state or local agency for improvement in
air quality. In addition, we have made a commitment not to use the
teclmiques available through the Emission Trading Policy, namely
bubbling and netting, to avoid the installation of pollution control
equipment.

Despite this $150 million commitment to emission control
technology, the most importantpart ofourefI'ort will continue to focus
onsource reduction. 3PPlus, like3Pbeforeit,will requirea commitment
from management GQ Clmployees throughout the c:ompany.

But 3PPlus will be a more structured effort than the voluntary 3P
Program. Waste minimization teams are being formally established
in every operating division to identify source reduction and recycling
opportunities and develop plans to address them. These teams are
interdisciplinary groups consisting of representatives of
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manufacturing, laboratories, engineering, marketing, packaging
engineering, and other units needed to ensure as broad a perspective
as possible.

A pollution prevention staff within the corporate environmental
organization has also been established to facilitate the program.
Amongits responsibilities, the pollution prevention staffwill monitor
the program and report to management on problems, technical
breakthroughs, and the overall progress. Regular quarterly reports

. will be made showing gains from the .1990 baseline year.
The pollution prevention staff will also encourage the sharing of

good ideas and technical breakthroughs among the many divisions:
And it will monitor legislative and regulatory activity that might
affect our program and goals.

Finally, and perhaps most importantly, the pollution prevention
staff will encourage the pollution prevention concept by continUing
recognition programs for successful projects and by establishing a
new award program for divisions and plants that meet their goals.

Although SP Plus primarily involves mobilizing internal sources
to achieve our goals, outside sources will also participate. Suppliers of
materials to 3M will be asked to improve their products to ensure that
they cause a minimum ofhazardous waste.

As we enter the decade ofthe nineties, 3M intends to continue its
corporate dedication to pollution prevention.•
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Cllevron Gets SMART·
On Waste Reduction

--.-- ----------
Environmental Manager

Advisory Booed

Philip R. Arvidton. Dir«tor, Ecology Audit.
BASF Corporation, Oil/on, N}; Cain M. Doc
«14. Counsel. Rohm lind Hus Gom~ny,

l'hiJaddphl~fA; Will~J. Uublewia. As
sis/ant Division Cow,~I, Uris/ol-Meyers
Company,S~ NY; David Burrough.,
Environmen~MaNger,Thiolcol Corpor.1tfOl\,
S!Irl!vepclrt.lA:J.Floyd Byrd, Managerof En
vironmmlaland RegubloryAfCairs (Ret.),The
froder Ie Gamble Coat~ny, La_a!burg.
IN; lCeitlt~r, P.E.,. President. ERM Envi·
rodelIIl/Envlrodcan ol Pennsylvania. ExtOl\,
PA;Mike Focaman.Manager,Envtronmm~
I'IoledJon. Monsanto Qemk:aI Oxpontlcn,
Sf. Louls,MO; FanIC B. friedman. VI~Presl·
dent. Health. Envirolltnml,and Safety, Oed
dental Petroleum Cc:lrponlIon; Los Angcles.
CA; Frank H. Haclalun. AssocIate Counsd.
IbJslonPurinaCcmpany,St.~MO;John
Hubncf.Envln,wnentalEnglneerlngSupport
SJ*mI. Intel 'Garporation. 1Wt1..... OR;
MJcUeI Hamtl.~-~~in~·
Coardinalor,MlchJganaly,IN;.J01ckW~~~

rU, Envirorunen;taJ ~gDired«, In-'
IemllioNl MJnenIs ad OemICIII Carpora-'
IIOQ, Munde1eIrI,n. Millrift A. teduc,ClDup
t.bnaF. Envtrarunenbl AllaIn ancf:Public
~Hoecbit~.<Alanece~,<:Axpai-aIlon.:
Sommer\iUt"N]:AlanM.Llllcluy.Directoro(
En\'lnlntNnt.1n1ematIonal raPer Oxnpany.
tMat~ 'IN; MatthewlDw, 'PISIdeftt. 1U
~W~DC:LynncMiUer:,Presl

dent, J:nvlronmenlal SIni~es:~tIon,
VIenN, VA; J--.T. O'ReUly,'c;:aponUaft
CaunIel. The Proder' Ie CIm~ o.:nPlfty.
0ndtInaQ, Oft WInifred C. Pukln.;SenIor
~Or:lc:IdiMlor.Rcrii.ta Poww"
IJpt Canpany.:West PaIm,llescI" ~'11t~
ItLII J. Iloblclsatu;, .Din!dor.'SaCety• .HeIllh,
udEnYlranmen1al~PetroUIeCorpora
_ Sf. I.cMQ, MO; JUdwod 1.·SI....e1Joft,
Uanacc·o( EnvInIuNnIal'~'I'FC
Ind...... Inc" JIlIbbutP, Pk·Dr.'ciite..
UeDtt,DIndar.EnvlnxunenIllSdencieiUN~.
OCALC'.arpclralIaQ,l.oI~_<:A;Dr.Hqh
M. Smidt. Dir«Ior ol R.esarch and.DewJ~
IM/It"Sun~C'mnpIny,~OH;
.obert Eo SadlJl.· D1redor•.o( .Qwemment
~'0I:JNCorporatio~'WashIngt~
DC: J. Mark Speneer. Corporlte ~.sarety

Manager. 'ohn' H. .Harund ·Company.
Decatur, CA; IIgdtey H. Spooner, ~ger,
AIr and J:nlllronmental Resoume Programs"
NewEngland El«tricS)'Steln. Wettboro, MA;
David Sweet,CoUieJIK.'Ob&CSW"'-::I, SCal '1"Wl"
Nj; Muln)' nlton" EqulpDlCIII Maintenance
Manager, Wicker Siltronlc Corporation,
Portland, OR; Dr. Jame. K. Wallace. Olid
Engineer and Senior Vlce-I'rcsldent. Law
Env\rol\ll\eSltallnc., J(cnnesaw, GAo •

Environmental Monoger/Moy 1990
Cor,...ishl "1990 by E'('('U!l\'., [nl",,,ri:= Inc.

Chevron Corporation's Walter G.
Scott is nol a man easily salisfied.
Take his company's waste reduction
program:

M Afler thtt'C years, yes. we have a
6O-pcrccnt reduction in hazardous
wast~tlhat'snottosaythat'we're

there: We're on our way. and we
want toshowconlinual improvemcnl
Aflersixor seven}'(!ars. wewill have
a database that we really feci
comfortable with.-

The San Francisco company's
hazardous waste minimization
program.caJ/cdSMART(SaveMoney
And ReduccToxics).inilialcd in 1987,
has nonelhclessshbwnsome tangible
achievements.

LANDFILL COSTS SLASHED
In the first year, Chevron cui the

quanlityofhazardouswasledisposcd
to landfillsby" pt!I'CC!I\l(from 135.000
tons to 76.000 tons), and hazardous
wastegcnerationdroppcd 53percent.
In 1988. the company achieved a 60
percent hazardous wasle rccIuction
compared wilh 1986. the ba~linc

year. The results (rom 1989 ate still
being tallioo.

Although thecompany hasa hard
time putting a pm:ise'figure on
savings. jt claims S3.8 million in
savings indisposalcosts the (jrstyear
alone. Expcnsc!s-indudlng Install
alion of new equipment. rerouting
processstrcams.and "'brainslorming'"
sessions al/oal fadlitles-<.'Osl more
than $1.2 million. Both figures are
dated al this poinl-savings and
expenscsare much higher. saysSeou,
the ~y'5coordiftatorfoTwaste
programs.11Us isa hugceflort," he
says.

GOAL: 'CONTINUOUS
IMPROVEMENT

Thecompany hasalmosl achieved
itsstatcdgoalola65-pcrccntrcduction

in hazardous waste generation by
1992. But Scali doesn't intend 10 rest
on that achievemcnl, i.e.• meet Ihe
company's live-year corporate goal,
""and then wipe our hands and move
on to something else. TIl(! nanl(! (If
the game is to show continuous
improvement.

"7heeasystuffwill havebecndonc
in the first five years.· says Scoll.
much of it achieved by mechanical

.processes. such as cenlri(~ging,or
mechanical pressing.' .. '. .

Slillahead is thelaskofdeveloping
a beller database, so the company
isn'l comparing apples and oranges.
Afterall. how much of the6()-pcrc:cnt
reduction figure is rcal-from source
reduction, say~nd. how much is
simply the rcsull of fewer plant
shutdowns (when a plant is shut
down, it generates an enormous
amount 'of wasle)? Unlll a better
database is devised, the mmpany
won't really know, although Scali
believes the 6O-pcrcent reduction
figure is basically accurate. Further
complicating the issue. the company
will soon be ndding nonhazardous
waste 10 the program.

RECYCLING GLASS VIALS
Nonetheless. the company is able

to document numerous case sludies
of wasle reduction successes. Take
the 10,000 oil samples the mmpany
produces each monlh. 11lese .~

contained in small glassvials.lheslze
ofone's finger. Bccauseevcn~ traccof
oil from the used samples renders
them a hazardous waste, the used
sample Vials I""d been pacJ<cd with
absorbent malerial in55-ga11ondrums
and sent to hazardous waste landfills.
The cost of disposal: about $5,000 a
month.

In june 1988, however, the
company inSlalied a vial crusher, a

(Con/inui'.d on pa.~ 4)
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, ErA DIGEST.

Hazardous .Waste Stays
Close to Home .

Most hazardous wastes end up
being dispoSed within the borders of
the state where they are generated,
according to a recently issued EPA
reporL Large v~lumes of hazardous
wastes ':sel~om .get· shipped cross
country'~in 'the ;U.s" .. Even' when
shipped out.of state, wastes·usually
end up going no further .than across
the slate linc.":.~~"'~~:'···,.. ·~ .•.::.::.~~,,,, .;.

·::~:The.~A~port,("'U.s·EPA's1985

Natic;lI\al Report ofHazardous Waste
~to.~.,:·an~.Treatment· S~orage
:and : Disposal.:.Facilities· Regulated
U~der.R~VC?I~menMeth9dology
arid Data-) stateS.that only! percent
ofthe i haZardous·.waste handled in
:19~~;~sl~hipped/t<?~~U.t~!-s~le·
'facilities '~k~';';v~~~ :::-; ~ .·!J;Y·"'.":>I.r·. '.
"'~ '(J -' .• ,:,\' ~.I'~:: ... ':~'J'!~'.-" ... ~.:... ,
.".'!.f.Of,·:the~7~).mdlion :.to05:··of.............:. ,... . . ",.", ......
haia~ou~~'waste l·hand'ed~;bj~.~hC
.4JX)O:·,~~,!·Co~~0K:l£~~

;Recoveiy;tAct.}<R~-fpe~~ted
'facilities iri,the nation; the .EPA'said
~~y,~:iPuli~~,t~nS~ere..S!UpPed
·ou~-:O~t-Jt.tte~Fo.r;~exa1!'P~e~r~
;R~ (ilC~.Ii.ti.es"~ge4 '~-:e.~
41 millior(tonsofhazardoUs waste in
~1985. LesS' than.::200,ooo:tons:of this
:Wa~;seittoUt~f.:state'·":·'i~··:·:>i'·~·~;·l"·
~·;'t:Thej~pOrl.$o:m;¢~;.~t·.on
theoccasionswhenhazardouswastes
·~~re>.s!l.ippe.C1.);qut:.of.stat.e~·;~;'the
facililties selected were inadjacentor
~neigl}1?O~:S~t~.·.80~6)f the
;·tiJne.trnus:accounted for·.2.4~miUion
......... -:.~ ,,). . W" 'f .tofts in1985)·; '·r·.·.."::;:1.:1.'·.~·~~. ::l·f:/.~., . , . .. ··t.~., ....~ t. •.IIlJ'..... 0°'.#."

/i,~Thi!lY~gh~~~ies;pluSthe~trict
ofCoI~~,sentmorethiin,50percent

of their.·~~tedhazard9uS~aste to
neighbOring:states'.; -TwentY-one of
~"states"shippedmore. than.SO
percent of their exported. hazardous
waste' to neighbors. -:: :.' ....; ':'.-:.:';<

:'<. Only ·~Jt.welve· statc~Alaska,
California, :: Colorado, .. Connecticut,
Hawaii; ~Maine,';Nebraska,' 'New
Mexico,:· North" Dakota, South
Carolina;' Utah, and Wisconsin
moved less than SO percent of their
exported waste to neighbors. In tCltal,

. ";. . . (Con,inued on page 5)
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Chevron Gets SMART
(Conl;nllt'd from lugt' J)

deVice that breakc; vials and gathers
their contents. The oil could be
collected in a drum and recycled. and
the glass, too, collected for separate
disposal.Thecquipment cost$20,000.
It paid for itself before the year was
out.

Tank bottoms were another major
source of waste. For years, the
company simply landfilled the slop
oil emulsion (a listed hazardous
waste) that formed in its giant tanks
between the oil and water left over
from the plant's waste water system.

CENTRIFUGING SLUDGE
Now. a mobile centrifuge unit

rapidly spins the sludge, separating
oil and water into two distinct
strcams-aswellasproducinga small
amount of solid cake. The recovered
oil is used as plant feedstock, the
water is further treated in the plant's
wastewatersystem,and the cake, still
a hazardous waste, is landfilled. But it
represents less than 5 percent of the
original sludge.Thisputs thecompany
in good stead for the 19905, when the
RCRA land ban is expected to send
thecostoflandfillingslopoilemulsion
skyrocketing.

The company hasalsobeen able to
tum parts of its waste stream into
direct profits. About twice a month,
for instance, Chevron's Warren
Petroleum Company sends spent
caustic to nearby pulp and paper
manufacturers who use the corrosive
liquid as a buffer solution in their
treatment of wood products. The
company was able to find these
buyers by adding the chemical by
product to a list published monthly
for subscribers by the Houston
Chamber of Commerce Industry
SurplusChemical Inventory Program.

FIGURING COSTS
While thesesavingsaresignificant,

Scott, to be fair, says that he is still
trying to get a handle on the costs.
For example, contractors, main
tenance workers, and compliance
people arc all involved in the tank
sludge rccycHng process. These are
"costs that are not typically assigned

to dispOS,ll CllstS:- Chevron has to
figure out a way to incorporate these
costs inlo its waste reduction fomlula.

Further, source reduction, the
preferred waste minimization
strilll'gy, is not always feasible. With
tank bottoms, it's difficult to figure
out how not to generate the waste to
begin with. Sediment settles in crude
oil tanks. It could be filtered
"upstl'eam," but this would entail an
enormous amount of filtering. One
could pu tmixers in the tanks, perhaps.
But these aren't 5.000-gallon tanks
wheresuchastepmightbe practical
but one-million-gallon tanks.

SWAPPING IDEAS
Where does the company get its

waste minimization ideas? The field,
mostly. A twenty-eight-member
coordinatingcommillee,consistingof
environmcntalspCOalistsand middle
level managers from the '~perating

companies, has been {o~ed to
"swapideas,brainstorm.andestimate
future waste disposal costs.- It was
this committee that also established
the initial baseline and the five-year
overall corporate goal.

Scott, who before October 1989
held an operations management
position in one of the company's
refineries, believes that turning over
ideas with theopcratingcompanies is
"the most important part of the
program.-

Recently, a meeling was held with
managers from the operating
companies to reassess the SMART
program. What was working? What
wasn't? What were the goals of the
program-as seen from the field?
What roleshouldcorporatestaffplay?
etc. The meeting was conducted in a
workshop setting, with an outside
facilitator hired todevisea listof tasks
for the various teams. About twenty
people participated.

ASKING FOR MORE MONEY
What were the major criticisms of

the program? One was that there
simply weren't cnough dollars
available to support the program's
philosophy, i.e., saving money and
reducing toxic waste. (The operating
companies fund SMART projects
themselves.> Sometimes one has to

(Confinum on page 16)
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EM DIGEST

Statewide Survey Finds .'
More Than Half of Io~a
Wells Contaminated .'

High levels of colifonn bacteria,
nitrates, or pesticide residues' were
found in more than halfofrural Iowa
wells:· sampl~ during the,·:reccnt.
df(~ug~t, ':when l~wer ~ntami~ts
were:;-'in~kil)g:: their';'~way:!' into
.~ound.~~ter,~~ :new survey (o~d.:.;
'~':':Thesurvey~whichwasauthorized

bY:·'lp~~:~~~1~87.{~rO~nd$\Vater
·Prot~on.Act.ai\d C?"~u~J'Y the
Uni~.ty., ~f.:' ~owa'an~":~~.'Jowa.
~~ent'\of ;.Na~\Resources,·

s3mp~~ ~ private w~\~09tJ~in
.all.ninety-niJ!e counties ~.!~e state.
More ~~n44 perccntof.the:w~bi1d

.high~ev~of~1ifonnba~et1~whi~
are found inhumanand aiUmalwaste
,~~.Nitratelevelsexceeding~wn_
contaminated level (MCW standards
:set:i'by~_~~e\~A~~were:J~u"!,:~~:18,
percenFof,:}V,ells:' tested ~ statewide.'
.Nitrate contamination ':Was:lVOrSe In
"the~~teii\~~·.ofthe:s,tate;~Wheie
;high.levels Were found 'In~~rcent-
fr.·:f"':·'·ell_~"Jn·.\i , ,~, .
;0 "-~. ~~ .~cas~·:ta~~t~here
residents often have wells more than
50 fcct deep, nitrate le~cls'cxcccding:

.the.:¥<;··~ere:~~~!~~orily'::~.
'percent of weJJs.·~'~"'f,.;~l;:';·O:~-r:,:",J~,·".;~ .
"It "U • "'". I .. _.. • •• t,i:t ":,.7: ;;:'. ··2 '.

·.. ;'W~.samples for· thes~were.
:taken~betweentApril.1988::8ndJune:
;t989:':a'peii~:of loYi:r.JliaIau~ii\ the~
;MidwesL~AS~~'tth .i" .: resent a'·
.~. ,. f·~;;' . "·"V"'~, .. '
f!...... !~~1pl~~C?~:~u~:"'t~
.~~~~.~o.~ ....!J'ete.;iw~,tt~;~ttI~
;~in~t~r~.~~gthrqu~~~U to'
pickup nitrat~,pesti~des,an4 other;
~n~ts.and carry.R'~~.~~~
~~~o ~groundwater.. ...,:-' :;;. . .
~i.¥0~.~13 percent o.f·the wells
.contab.t~'. ~aces of .pesticides,:With
~trazinemostfrequentJydetected.For

additional information, or to obtain a
copy'Of the 5Uf'\IeY resultS;Published
in March, call Rick .KelleY.at the
Department of Natural.,Resources,
515-281-3783.. . . .'

Sour«: Ground Water Monitor
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Washington Update
(Continua! trom fUg~ IS)

New Additions
ToNPL

WASHINGTON-EPA placed 71
hazardous waste sites, including
fourteen federal facilities, on ils final
National Priorities List (NPL),
indicative of the nation's waste sites
that pose the greatest threat to health .
and theenvironmcnt.1talsodroppcd
one site.

This brings to 1,081 the number of
final sites, and to 137 the number of
proposed sites.

All fourteen federal sites were
Department of Defense (DOD)
facilities, bringing to 75thenumberof
DOD sites on the final NPL •

Chevron Gets SMART
(Co"tinlU!d from pagt of)

spend dollars to reduce toxies, it was
observed.

Also, many of the operating
managers had troublebUying into the
concept that waste minimization
would reduce their long-term
liabilities in any meaningful way,

This may not be so surprising. A
plant engineer seeking the most
cffective ways tomanagcwaste,might
say: "Joe's landfill could do it for
this•• ,"

A SMART answer: "But if you
didn't generate the waste in the first
placc, then you wouldn't have to
wony about Joe's landfill in the
future:' After all, Joe's could become
a Superfund site one day-and the
company could be responsible for its
cleanup.

But the engineer answers that he
has to worryabout his costs today. He
can'tbe worryingabout what happens

to an oUlsiJe WilsIe sile 1ll.11lY yl'olrs
(rom no IV.

"The Oper&lling companies h&lw
trouble buying inlo the idea of long
term Iiabilily," observes ScOIl, who
adds that no one really has il handll'
on the potential waste liabilily cosL~

today,

RAISING AWARENESS
Where then has the SMART

program been effective?
Most of the managers agreed thaI

their operating companies reduced
hazardous waste as a result of the
program-and all agrcOO it reduced
their liability.

They also concurred that the
program had raised the general
awareness level within the company,
making employees more sensitive to
waste reduction. All units now have
aninventoryoftheirhazardouswaste
thalismorcdetailed thanthatrcquircd
underRCRA (RcsourccConservation
and Recovery Act), and they have
also begun to inventory non
hazardous waste.

A CORPORATE POLICY
Overall, a waste minimization

program nl'eds support from the top
in order to succeed, says Scott. At
Chevron, the chairman of the
company hasstated that "eliminating
unnecessary waste generation" is
now corporate policy. Managers arc
expected to integrate waste
management into their normal
business plans. ~at's a kcyt says
Scott. Environment Is "no longer a
poor cousin" within the company,
but issccnaspartofbcingcompctitive,
of producing a high-quality product.

Also, to be successful, ~thc waste
minimization p~ has to filter
down to theguy with his hand on the
valve, the operator, the laborer. They
have to be praised, listened to."

"You can't have a real program
run at the corporate level. Then it
becomes a paper program. You have
toget theopcratingplant m<Jnageron
board, not just the environnvmLlI
coordinator. If the program isn't
vilallyaliveat theoperatingcompany
level, it won't get anywhere." ..

Environmenfal Manager/May 1990
Copyrighl () 1990 by Ex<.'CUtivc E/llcrpri!'CS. Inc. /
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THE CHEMICAL MANUFACTURER'S
ASSOCIATION'S MANAGEMENT PRACTICE

CODE ON WASTE MINIMIZATION
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WASTE AJlI) R.EI.EASE REDUCTIOIi CODE

Kanageaent Practice Hile.tones

c(\

VIVIV

Stages

IIIIII

Management Practices

1. A clear commitment by .enior
management through policy,
communications, and
resources, to ongoing
reductions, at each of the
company's facilitiel, in
relea.el to the air, vater,
and land and in the
generation of va.te ••

2. A quantitative inventory at
each facility of wa.tel aene
rated and relea.e. to the
a~r, water, and land,
measured or e.tim.ted at the
point of generation or
releale.

3. Evaluation, .ufficient to
as.i.t in e.tabli.hinl
reduction prioritie., of the
potential impact of relea.e.
on the environment and the
health and .afety of
employees and the public.

s. Establi.hment of prioritie.,
goals aDd plaD' for wa.te and
relea.e rlduction, takina
into account both co-.unity
concern. and thl potlntial
health and lafety impactl a.
determined under Practic•• 3
and 4.

4. Education of, and dialolue
with, employel' and ...ber.
of the public about tbl
inventory, i.pact evaluation,
ri.k. to thl c~itJ.



VIvIVIIIIII

10. An onaoina p~olr.. for prose-
tion and .upport of wa.t. and ---lJ
relea.e r.duction by other••

_-----a----J---\-~

WASTE AllD R.£LEASE REDUCTION CODE

9. Inclu.ion of v••tl and
relea•• pravention obj.ctivas
in r ••••rch .nd in de.iln of
new or modifi.d faciliti •• ,
proc••••s, .nd product••

ManaBement Practice Milestones

8. Ongoing di.logu. with .mploy••s
and members of th. public
regarding w••te .nd r.elea••
inform.tion, proare•• in
achieving reduction., and
future plan.. Thi. di.lolue
Ihould be at a par.onal,
face-to-fac. leval, wh.re
pos.ibl., and .hould
empha.iz. li.taninl to oth.rs
and discu•• ina thair conc.m.
and id••••

Management Practices

7. Heasurement of progre•• at
each facility in reducing the
generation of wa.tes and in
reducing rele.s•• to the .ir,
water, and land, by updatina
the quantitative inv.ntory at
least .nnu.lly.

6. Ongoing reduction of wa.tes
and releases, giving
preference firlt to source
reduction, .econd to
recycle/reuse, and third to
treatment. These technique.
may be used separately or in
combination with one another.



Property Transfer Audits

• Purpose

• Phase 1, 2, 3, Audits

• Historical Perspective

• Current U.S. Practice
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~ansfer Audits (continued}

Phase ~: The phase i audit is typically designed to identify the
potential presence of the following hazards:

asbestos
soil or ground water contamination
leaking underground storage tanks
PCB's
lead-based paint.

•

•
•

•
•

Phase 2: If, at the conclusion of phase 1, it appears that more
information is required to define contamination, then, a
limited sampling and analysis is conducted to more fully
assess the damage to soil and/or water supplies.

Phase 3: In a limited number of cases a full sampling and
analysis is conducted to identify more fuliy the
remediation involved to clean-up the contamination.



Property Transfer Audits (continuedl

Typical Phase 1 Approach:

• Review Site Records

• Review Chain of Title

• Review Aerial Photographs

• Review Agency Records

• Interview Neighboring Facility Personnel

• Conduct On-Site Visit

• Prepare a Report
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Due Diligence

• Purpose

• Scope

• Historical Perspective

• Required by Venture Capitahsts,
Sellers/Owners and Lawyers
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Risk Assessment

• Definition

• Purpose

• Scope

• Role of Auditing in Risk Assessment

• Assl!rance Process

• Facility Equipment, Tool Maintenance

• Education and Training

• Documentation
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LEGAL PERSPECTIVE
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LEGAL PERSPECTIVE

• Confidentiality

• Attorney - Client Privilege

• Disclosure of Audit Reports
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Confidentialit~

• Early Involvement of Legal Counsel

• Determination as to What Data Needs Protection

• Establishment of Attorney-Client Privilege to
Maintain Confidentiality
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Disclosure of Audit Reports

the Corporation and its Individual Officers and its
Employees

the Auditors Themselves

•

•

Uability

• u.s. environment&1 statutes impose significant penalties for
corporations and individuals for the failure to report, the
submission of false information and/or the destruction of
required information.





LEGAL PERSPECTIVE DISCUSSION

It should be emphasized that there is a body of opinion that would argue
that environmental auditing should be undertaken regardless of the
potential disclosure of audit-generated data or the potential liability
flowing from the audit. The thrust of this argument is that the benefits
from knowing where you stand in terms of environmental compliance
outweigh the risks inherent in the undertaking. Additi,onally, some
believe that maintaining confidentiality of audit data is difficult at best, or
staied another way, is not worth the trouble.

For example, one area of activity in which environmental audits are
critical but in which confidentiality is difficult, if not impossible, to maintain

, is the area of real estate transactions. It is highly likely that, in the future,
all parties to property transactions will be held responsible for property
investigating and discovering the potential environmental problems
relating to transferred property.

Confidentiality

Environmental audits may produce information or opinions which, if
revealed, could be harmful to the organization undertaking the audit or to
individuals within that organization. For example, audit reports may
contain very sensitive data, analysis, and/or recommendations relating to
the organization's progress toward obtaining full compliance with the law.
Such sensitive information could be damaging in the possession of .
govemment attomeys who are bringing enforcement actions or private
plaintiffs who have filed or are considering filing lawsuits for personal
injuries or environmental damages.

Certain underlying facts can never be protected from disclosure, and
none of the protections discussed herein guarantee confidentiality.
Furthermore, those in control of an audit may decide that they are
relatively unconcerned about future disclosure. If, however,
nondisclosure is deemed potentially important, then, from the beginning,
the audit should be designed and implemented with an eye toward
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meeting the requisites of those protections which are available. The early
involvement of legal counsel is important in taking advantage of those
protections.

The first step in protecting data is to decide what really needs protection.
Generally, it is neither possible nor desirable to maintain the
confidentiality of all aUdit-generated information. Therefore, from the
outset, auditors should seek legal protection only for those documents
for which there is a legitimate claim and need.

The attomey-client privilege, which protects communications between a
lawyer and client, is particularly significant in the context of environmental
audits. The rationale for the privilege is the assumption that it is more
desirable to risk an occasional miscarriage of justice than to inhibit a
client's right to obtain effective legal representation. It is important to
remember that four elements are necessary to establish this privilege.

First, the privilege applies only to communications between the client and
his attorney. It does not protect underlying facts which may have been
disclosed to an attorney. For example, the fact of a facility's violation of
an environmental permit cannot be protected from disclosure to a third
party by simply communicating the fact of the violation to an attorney.
However, recommendations or analysis relating to a violation which ;s
discovered during the course of en environmental audit and
communicated by an environmental consultant to the attorney who has
been retained by the facility for the purpose of giving legal advice on
environmental compliance can, under certain circumstances, be
protected by the attorney-client privilege.

The second element of the attorney-client privilege is that the
communications must be made for the purpose of obtaining legal advice.
Communications which are for the purpose of obtaining business,
technical, or other nonlegal advice are not covered by the privilege.
Therefore, a letter retaining orJ.tside counsel to assist in undertaking an
environmental audit should specify that the purpose of the environmental
audit is to obtain legal advice. If in-house attorneys oversee the audit,
special care must be taken to try to distinguish their general
management role from their role as legal advisers for the purposes of the

114



audit.

Another area of particular concern in the context of environmental
auditing relates to the retention of technical consultants to assist in the
audit. Although the attorney-client privilege requires that communications
be made to the attorney for the purpose of obtaining le~al advice, in
practice, communications to non-lawyers, who are assisting counsel in
providing legal advice may also be protected by the privilege. In order to
maximize the availability of the privilege for this kind of communication, it
is recommended that the attorney, rather than the client, retain the
technical consultant, supervise his work, and that the 'reports of the
consultant be made directly to the attorney.

The third element of the privilege is confidentiality, i.e., the
communication for which protection is sought must remain confidential.
This element becomes particularly important in the contaxt of corporate
disclosures. Documents which are indiscriminately circulated within a
corporation may lose the privilege ~rotection. Counsel overseeing the
audit should limit dissemination as much as practicable to those
immediately concerned with the results of the audit and take care to see
that confidential documents are carefully controlled. For example,
·privileged and confidentialU should be stamped on all documents for
which protection will be sought. All persons who participate in the audit
should be educated as to the importance of. maintaining the
confidentiaUty of certain documents.

The fourth element of the privilege is the absence of waiver. If the holder
of the privilege intentionally discloses the communication for which
protection is sought, the privilege will be deemed waived. Even
unintentional disclosures may destroy the privilege. Thus, counsel
overseeing the audit should setup procedures early in the process to
minimize the chance of disclosure.
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An organization undertaking an audit should consider taking the following
steps to maximize the chances that certain environmental auditIng
documents will be protected by the attorney-client privilege:

• An attorney should r,e involved from the outset in the design
and implementation of the audit and should analyze the
process for purposes of strengthening the privilege claim.

• Beginning w:th the letter retaining counsel to assist in
performing the audit, all documents should reflect the fact that
the purpose of the undertaking is to obtain legal advice.

• Do~umentation should reflect that: (1) information necessary
to perform the audit is known only to those people who are
communicating with the attorney or those consuitcnts hired
by him; and (2) employees communicating with the attorney
have been advised that the purpose of the communication is
to enable the provision of legal advice.

• At the outset, procedures should be established to maintain
the confidentiality of communications and prevent intentional
or unintentional waiver of the privilege.

In addition to the attorney-client priVilege, environmental audit documents
may also be protected by the wOrk-product rule. This rule prOVides
qualified protection for information or material assembled or prepared by
or for an attorney in anticipation of migation or in preparation for trial.
Although the rule accords strong protection to the opinion work-product
.which reflects as attorney's thought processes, discovery of other
materials can be compelled if the adversary can show ·substantial need·
and ·undue hardship· in obtaining the information from other sources.

First, the materials for which protection is sought must be prepared in
anticipation of litigation. This is a threshold requirement. Utigation need
not be..on-going when·the documents in question are prepared, but it
must be more than a remote possibifity. If it is expected that the
protection of the work-product rule will be sought for environmental audit
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documents, then early in the process, the client's management should
communicate in writing to counsel what litigation is anticipated and why.
Counsel should also make sure that the audit documents reflect the
anticipation of litigation or preparation for trial.

Second, the materials for which protection is sought must be documents
and other tangible things. Facts simply known to an attorney are not
protected by the work-prod'uct rule. Nor will the rule prevent discovery of
the existence or location of the documents in question. It basically
protects an attorney's amental impressions, conclusions, opinions, or
legal theories.·

An example of protected material in the context of an environmental audit
would be an attorney's opinion on the interpretation of a regulation which
the audited facility may have violated.

As with the attorney-client privilege, the legal protection afforded by the
rule may be waived in certain circumstances. For example, disclosure of
environmental audit material to third parties without regard for
confident:ality will constitute a waiver which will destroy the protedion.

In light of the above, counsel should take the following steps if the
protection offered by the work-product rule will be sought for
environmental audit documents:

• Research carefully the law relating to the work-product rule in
the applicable jurisdiction in order to ensure that the
,necessary requirements can be met.

• Document the reasons for anticipating litigation.

• Take the necessary steps to insure that the protection of the
rule is not waived.

Attorneys and clients should be aware that the circumstances in which
this protection is available to environmental audit documents is
significantly limited by the requirement that the materials, in fact, be
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prepared in anticipation of litigation or in preparation for trial.

The audit is undertaken by counsel en his legal capacity.
(Legal capacity may be easier to establish through
outside counsel.)

The audit is to obtain legal advice.

All information will be held confidential.

Litigation is anticipated (asserting the basis for this
assumption).

All notes are to be logged in the attomey's bound
journal only.

•

•

•

•

•

•

• Senior management directs that the audit be undertaken.

• The audit is conducted through counsel.

• A memorandum is communicated from senior management to
legal counsel directing that:

The audit be conducted.

• A similar memorandum is directed from counsel to
consultants if they are used.

• Counsel directly retains consultants.

• All written communications are labeled "privileged and
confidential" an "do not duplicate.U

In light of the above, the following is a checklist of actions to consider
taking in order to maximize the protection which may be afforded to
materials generated in an environmental audit by the mechanisms
previously described:



As for the liability of the auditors themselves, outside counsel and
consultants retained by them who are privy to information generated
through an environmental audit performed for the purpose of providing
Jegal advice are not, in most circumstances, required to report or act on
that information pursuant to environmental rules and regulations. In fact,
in accordance with the demand of the attorney-client relationship, they
can be precluded from revealing client confidences, except to prevent a
crime or imminent harm to others.

The auditor can minimize his liability by carefully documenting the
purpose of the audit and the actual steps and activities undertaken to
accomplish that purpose.
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AUDITING - A POLICY ISSUE
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AUDITING - A POLICY ISSUE

• Government's Role

• Industry's Role

• Citizen's Role
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Government's Role

• Federal EPA Policy Statement

• California EPA Policy Statement

• Registration

• Certification
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EN~RONMENTALPROTEcnON

AGENCY
(OPPE-r:RL~6-6J

Environmental AudlUng Polley
Ststement

acENCY: Environmental Protection
Agency (EPA).
ACTION: Final policy statement.

SUMMARY: It Is EPA policy to encourage
the use of em·ironmental auditing by
regulated entities to help achieve and
maintain compliance with
environmental laws and regulations. as
well ai to help identify and correct
unregulated environmental hazardl.
EPA first published this poliey as
interim guidance on November 8. 1985
(SO FR 46504). Based on comments
received regarding the blterim guidance.
the Agency Is issuing today'. final
policy statement with only minor
changes.

this final policy statement
specifically: .

• Encourages regulated entities to
develop.lmplement and upgrade
environmental auditing programs:

• Discusses when the Agency mayor
may not request audit reports;

• Explains bow EPA·.lnspection and
enforcement activities may respond to
regulated entitles' efforts to assure
compliance through auditing:

• Endorses environmental auditing at
federal faclUtles: .

• Encourqes ltate and local
environmental auditing initiatives: and

• Outlinu elements of eD'ectlve audit
programs.

Emironmental luditing Includes a
yariety ofcompliance auelsment
b!chnlques which 80 beyond thole
legaUr required and are used to identify
actua and potential environmental
problelDJ. Effective environmental
audittns can lead to higher levels of
overall compliance and reduced risk to
human health and the environment EPA
endOrlel the practice ofenvironmental
audlUns and lupportl its accelerated
use by regulated entities to help meet
"the goals of federal. state and local
environmental requlrementl. However,
the existence of an auditing program
dcuDCtcrutaany c!e!cnac to. or
otherwise limit. the responsibility of any
regulated entity to comply with
applicable regulatory requirements.
. States are encouraged to adopt these
or similar and equally errectlve policies
in order to advance tIle use of
environmental auditing on a consistent,
nalionwide basis.
aAns: This final policy statement is
e.!fective July 9. 1900.

FOR FURlMEA IN'OAMATION CONTACT:

Leonard Fleckenstein. Office of Policy,
Planning and Evaluation. (202) 382
2726;

or
Cheryl Wasserman. Office of

Enforcement and Compliance
Monitoring, (202) 382-75SO.

SUPPI.!IlII!NTARV IN'ORMATlON:

ENVIRONMENTAL AUDmNG
POLICY STA'rEMENT
I. Preamble

On November 8. 1985 EPA published
an Environmental Auditing Policy
StatemenL effective alinterim guidance.
and 10Ucited written comments until
January 7. 1988.

Thirteen commenters submitted
written comments. Eight were from
private industry. Two commenten
represented Industry trade auoclatlonl.
One federal agency, one consulting firm
and one law finn also submittea
comments.

Twelve commenters addressed EPA
requests for audit reports. Three
comments per lubJect were received
regarding Inspections. enforcement
response and elements of effective
environmental auditing. One commenter
addresled audit provisions al remedies
In enforcement actions, one addressed
environmental auditing at federal
facUitlel. and one addressed the
relationship of the policy Itatement to
Itate or local regulatory agencies.
Comments generally lupported both the
I:Oncept of a poUcy ltatement and the
Intertm guidance. but railed speclflc
concerns with relpect to particular
language and poUcy issuel in lectioDl of
the guidance. -
General Comments

Three commenters found the Interim
guidance to be construc.live, balanced
and effective at encouraging more and
better environmental auditing.

Another commenter. while
considering the poUey on the whole to
be conltructive. felt that new and
Identifiable luditing "incentives" Ibould
be offered by EPA. Based on earUer
commentl received from indultry. EPA
believe. mOlt companies would not
IUPPOrt or participate In an "incentivlI
band" envuolbuentalauditqpzogram
withpA. Moreover. general promiles
to fOIllO inspections or reduce
enforcement responses In exchange for
companies' adoption of environmental
auditing programs-the "incentives"
most frequently mentioned in thll
context-are fraught with legal and
policy obstacles.

Several commenters expressed
concem that states or localities might

use the Interim guidance to require
auditing. The Agency dilagrees that the
policy Ilatement opens the way for
etates and 10ca1ltiee to require auditing.
No EPA policy can grant .tate. or
localities any more (or less) authority
than they already pOSDess. EPA believes
that the interim guidance effectively
encourages voluntary auditing. In fact.
Section ILB. of the policy .tales:
"because audit quality depends to a
larse degn:e"on genuine management
commitment to the program and Its
objectivel. ludlting Ihould remain a
voluntary program."

Another commenter luggested that
EPA ebould not expect an audit to
Identify all potential problem areas or
conclude that I problem Identified in an
audit renects normal operations and
procedures. EPA agreel that an audit
report Ibould clearly reOect these
realities and Ihould be written to point
out the audit's limitations. However.
since EPA will not routinely request
audit reports. the Agency doee not
believe these conconu raise ISluos
which need to be addressed in the
policy ItatemenL

A lecond concern expressed by the'
lame commenter wal that EPA Ihould
acknowledge that environmental audits
are only part of a IUcces.rut
environmental management program
and thUluould not be expected to
cover every environmentalillue or "
lolve aU problelDl. EPA agreel and
accordingly hal amended the ltatement
of pt1J1Jole which Ippean at the end of
thli preamble.

Yet another commenter thought EPA
Ihould f"CUI on environmental
performance relultl (compliance or non
compliance). not on the processes or
vehicle. uaed to achieve thole reILIlts. In
general. EPA Igreel with thI. ltatement
and will continue to foCUI on .
environmental results. However. EPA
also believel that IUCh nlults can be
improved through Agency effort. to
.Identify and encourage effective
environmental management practices.
and will continue to encourago IUeb
practic8l1n non-regulatory ways.

A &nalleneral comment
recommended that EPA .bould Iponlor
seminars ror IfHII b.linelle. OIl bow to
Itart auditing program•• EPA agreel that
IUeb seminara would be userut.
However. lince audit leminars already
are avaUable from several private sector
organizations. EPA does not believe It
Ihould Intervene in that market. with the
pOIsible exception of leminars for
govemm!!nt agencies. especially federal
agencies. for which EPA has a broad
mandate under ExecuUve Order 12088 to
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provide techDica1 assistance lor
environmental compliance.
/lequests for Reports

EPA received 12 comments regarding
Agency requests lor environmental audit
report., lor more than on any other topic
In the pnlicy Itatement. One commenter
lelt that EPA .truck an appropriate
balance between relpecting the need for
.ell-evaluatlon with .ome measure 01
privacy, and allowing the Agency
enough nexibility 01 inquiry to
accomplish luture .tatutory millionl.
However, most commentel'l expresled
concem that the interim guidance did
not go lar enough to alluage corporate
leare that EPA will un audit reporlllor
environmental compliance '"witch
hunts." Several commentere .ugge.ted
additJonal .pecillc assurance. regarding
the clrcumatance. under which EPA will
request .ucb repoN.

One commenter recommenderl ibat
EPA requat audit reporll only "when
the Agency can .how the Information It
needl to penonn III.tatutory million
cannot be obtained from the monitoring,
compliance or other data that II
otherwin reportable and/or acce'llble
to EPA. or where the Government dellDll
an audit report material to. c:riminal
lnveatJgatJon." EPA accepll thII
ncommendatJon In part. The Agency
beUevel It would Dot be In the be.t
Interest 01 human bealth and the .
environment to commit to maklns a
".bowing" (Jf a compel1fng fnfonnatlon
Deed before ever rtlque.tIng an .udlt
report. While EPA may DOrmally be
willing to do 10, the AgeDcy caDDOt zule
out In advance all c:IrcumItmce. In
wbfcb .ueb a .howtng may Dot be
ponlble. However, it would be helplul
to further clarify that a requut for an
audit report or a portion ola report
Dormally wiU be made when needed
informatioD II Dot available by
altemaUve melUlL Therefore, EPA hal
nvtled SectiOD lILA.. puqrapb two
and added the pbra.e: Vand uauaD,
made when the information Deeded
ClDDot be obtaiDad from monitoring,
reportlq or other data otherwlle
available to the Agency,"

Another commenter 'na_t.d that
(except In the ca.e or crimlnaI
1Jl\'~-k.Uc)DllBI'A mould limit.
Nqu.... for audit document. to tpeCiflc
qulltJODI. By including the phre.. "or
relevant portIOnl or a report" In Section
lILA., EPA meant to empha.lze it would
not reque.t an entire audit document
when only a relevant portion would
IUlIice.lJkewiae. EPA fully Intendl Dot
to request even a portion ala report tr
needed lnFormatJon or data can be
otherwi.e obtained. To funi.er. clartry
.thl. point EPA hu added the phren.
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Accordingly, EPA doel not plan to
expand or more Cully detail these
auditing elements. '

Another commenter a.aerted that
.tate. and localitie••hould be cautioned
not to conalder EPA'. auditing elemen18
a. mandatory .tep•• The Agency I. fuUy
aware of tbiI concem and In the Interim
guidance noted III .trong opinion that
''regulatory agenci.. lhould not attempt
to pre.cribe the "reeI.e lonn and
.tructure of regulated enUtJes' .
environmental management or auditing
PrograDll." While EPA cannot require
.tate or local reguJaton to adopt tbi. or
.lmiJar pollciea. the Agency doe.
.trongly encourqe them to do '0, both
In th. interim and final pollele••

A final commenter thought the
Appendix too apecfIlcally pretCribed
what .hould and what Ihould not be
Included In an auditing program. Other
commentera, 011 the other band, viewed
the elements delCl'ibed a. very general
In nature. EPA agree. with the.e other
commenten. The elementl are In no
way binding. Moreover, EPA believe.
~tZDoltDl.hae,errective
eDvIronmeDtal audi_prognuDl do
Incorporate each of the.. general ,
eJemenwln lOme form. and conaidel'l
them UleluI yardatlckllor thOle
contiderfng adoptinl orupgrading audit
progrlJDl. For these rea.onl EPA baa
Dot revI.ed the AppIndlx In today'.
ftnal poUcy ltatemenL·

, OtherCommtmD

Other ._cant comment. addressed
EPA lnJpectIon prfOritili for, and
enforcement IlIpoD111 to. ollanizatiODI
with envfroDmlDtalaudlt1D8 proll'lmJ,

One COIDIIl'Dter, .trealq that audit
prosraIDI an1zIImmIIIWIIIIJDGlt .
toola, fo(Jk uceptlon to the pm•• In the
secoDd parql'l~~:: section DLD.1. of
the Interim lui which ltat.. that
environmenWaudill can 'complement'
rqulatory ovenllbL By ulq the word
'COIIlplement'1n tIIiI context. EPA doe.
Dot Inteild to fm=1that audit nporll
mOlt be ob&aiDecl ....AtmcY In order
to suppJemeDt tory IDlpecUoDi.
'Complement' II used In a brOad IeDie
of befDg In addition to fDapectioDlmd
providing I(Jm.thIq (LI., leU-
......ment) whichatlwwiu wauld be
1acJdng. To dariIy thII point EPA hu
added tb8 phra.. "by providing .eIr-
u ...lDHlnt to auun compliance" after
"environmeDtalaudlt. may complement
inlpectJou"ln tbfI puqrapb.

The 1Ul. commenter alIo upressed
concem thaL u EPA lell fDapecUon
prioritJ.., • company having an audit
program could appear to be a 'paM
perJ'onner' due to complete and accurat..
reporting when me••ured agaln.t •

"mo.t likely focused aD partJcular
lnformatJon needl rather thaa the entire
report,· to the second .entence 01
paragraph two. SecUon ULA.
incorporating the two comments above,
the Oret two .entence. In paragraph two
01 final Section IDA. now read: "EPA'.
authority to reque.t an audit report, or
relevant portion. there01. will be
exercised on a case-by-call basi. where
the Agency determine. illl needed to
accompll.b a statutory mission or the
Government deems il to be material to •
criminal investlgaUon. EPA expects .uch
ftlque.1I to be UmJted, most Wcely
locused aD particular Information Deedl
rather than the enUre report, and UlUaUy
made where the informatioD needed
cannot be obtained from monitoring.
reporting or other data otherwise
avanable to the AgeDcy."

Other commentera recommended that
EPA Dot reque.t audit report. under any
circumstances, that nque.ts be
"restricted to only tho.e legally
required," that reque.1I be Umited to
criDrlDallnvelUgatiODl,orthatrequesb
be made only when EPA baa reaSOD to
believe "that the audit programa or
reporll are being Uled to CODceal .
evldeDce 01enviroDmentai Don
compliance or otherwise ~Ing used In
bad laith." EPA appreciate. CODcerDI
underlying all of thel. commeDII and
hal coDalclered each carefully. However,

• the Agency beUevll that these
recommandatfoDi do Dot .trike the'
IlJproprlate balance between reta1DlDa
tha DexibWty to accompUah EPA'. '
.tatutory mlllfoDiIn future, unfore.een
cln:amItaDceI, and aclmowlecbzlJur
regulated entitle,' need to .eIr.eva1uate
envtrollDU!Dtal puf'onnance with .ome
mea.ure ofprlvacy,lDdeed. ba.ed on,
prime lnfcmDaI commentl. the mall
Dumber of formal common" received.
and the lVen amaUer number of adverae
c:omlNlntl. EPA beUevn the ftDal policy
.tatement Ihould IlmalD luIely .
unchaDaed &am the 1n18fm.vwnlon.
Dementi oJEffIClJve EnvironmenlDl
Audllinl

1'hree COIDIDentel'lexpre...d
CODCIrDI reaardiDI the IeVeD general
.leDIIDII EPA outlined In the Appendix
to the interim I\lIdanCl.

One-camm·ntv noted that wma EPA
to further expand or more fully detaU
.ucb eJellUlntl. prograJDlnot .peclfically
IuIfUIfna .ach elament would then be
fuqed lnadequte. EPA agree. that
pre.entlng hJah1y apectRc md
prelcriptJve audftlnl elmeDII'couid be
cnunter-productJve by not taking Into
account DumeroUilaCtorl wbfch vary

, extentlveJy from one organization to
another, but wbfch may .tJlI re.ult in
effecllve auditing programs•
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company which reports something less
than required by law. EPA agrees that it
is important to communicate this fact to
Agency and state personnel and will do
10. However. the Agency does not
believe a change in the policy Itatement
is neceslary. .

A further comment suggested EPA
should commit to take auditing
programs into account when assessing
all enforcement actions. However. in
order to maintain enforcement flexibility
under varied circumstancet. the Agency
cannol promise reduced enforcement
responses to violatlonl at all audited
facilities wher. other factors may be
overriding. lherefore the policy
statement continues to state that EPA
may exercise its decretion to consider
auditing programs as evidence of honest
and genuine efforts to assure
compliance. which would then be taken
into acccunt in fashioning enforcement
respODses to violations.

A final commenter suggested the
phrale "expeditiously correct
environmental problems" not be used in
the enforcement context since it implied
EPA would use an entity's record of
correcting nonregulated mattera when
evaluating reRU1atory viOlatiODS. EPA
did not Intend for such an inference to
be made. EPA intended the tenn
"environmental problema" to 'refer to the
underlyiD8 circumtances which .
eventually lead up to the violations. To
clarify this point. EPA II revising the
first two sentences of the paragraph to
which thil comment refers by changing
"environmental problems" to ''violatioDl
and underlying environmental ..
problems" in the fint lentence and to
"underlying environmental problem" in
the second lentence.

In a separate development EPA ia
preparing an update of Its January 1984
Federol Facililies Compliancs Strotegy.
which il referenced in section Ill. C. of
the auditing policy. The Strategy should
be completed and available on request
from EPA'a Office of Feneral Activltiu .
later thll year.

EPA thanb all commentel'll.for
responding to the November 8. 1985
publication. Today's notice is being
"Iued to infonD regulated entities and
the public ofEPA's final policy toward
envirottmefttal audilinll'Thispolicy WlIlJ
developed to help (a) encourage
regulated entities to institutionalize
effective audit practlcel alone means of
improving compliance and sound
environmental management. and (b)
guide Intemal EPA actions directly
related to regulated entilles'
environmental audillng programs.

EPA will evaluate implementalion of
this Final policy to ensure It meets the
above goals and continues to encoufage

beller environmental manasement.
while strengthening the Agency's own
efforts to monitor and enforce
compliance with environmental
requirementJI.

D. General EPA PoUey on
Environmental Auditing

A. Introduction

Environmental auditing is a
systematic. documented. periodic and
objective review by regulated entitles I

of facility operations and practices
related to meeting environmental
requiremenll. Audlll can be designed to
accomplish any Of all of the follOwing:
verify compliance with environmental
requlremenll: evaluate the effectiveness
of environmental management systems
already in place: or alsels rilks from
regulated and unregulated materials and
practices. .

Audlling aerves as a quality allurance
check to help improve the effectiveness
of basic environmental management by
verifying that management practices an!
in place. functioning and adequate.
Environmental audita evaluate. and are
not a substitute for. direct compliance
activities such as obtaining pe11DllI.
installing contro". monitoring
compliance. reporting violatioDl. aDd
keeping records. Environmental auditing
may verify but does not include
activities required by law. regulation or
pennit (e.g.• continuoUi emis.ions
monitoring, compolite correction plaDl
at wastewater treatment planta. etc.).
Audits do Dot in any way replace
regulatory agency inspections. However.
environment,l audlll can improve.
compliance by complementing
conventional federal. state and local
ovenfshL

The appendix to this pollcy statement
outlln... lome ballc elemenll of
environmental auditing (e.g.. auditor
in~ependence and top management
IUppOrt) for use by thole considering
implementation ofeffective auditing
programs to help achieve and maintain
compliance. Additional information on
environmental auditing practices can be
found in VariOUI published materials.I

I "R1lUl-11d III11U.... lndud. prlvatt fInnIand
public a,anel•• wllh faclUlio IUbltcllo
.nvlronmental /'IIII1.tlon. Public .ancl•• can
Includ. f.d....Lala'. or tocal qencl.. I' waU ••
.paci.l,p\lll101I orpniulloftlluch 1'l'IIlonal
IIwa•• commliliofti.

• SI•••.•.• "Cumnl Practice. In EnvlrollJllllll.I
AudlUftI," EPA Report No.EM~
Febru.ry 1084: "Annotlled DlbliOll'lphy 011
Envlronm.ntal Audiliftl,.. Fillh EdlliOft, Septl1llbar
1l185. bolh .vall.bl. from: Rqulalory R.form sian.
PM-223. EPA. 40i Pot SI....t SW. WlJlhlngton. DC
2GUlO.

Environmental auditing has developed
for sound business reasons. partJcularly
as a means of helping regulated entitles
manage pollution control amrmativl]ly
over time instead of reacting to crises.
Auditing can result In improved facility
environmental performance. help
communicate effective solutions to
common environmental problema. focus
facility managen' altention on CUJTent
and upcoming regulatory requirements.
and generate protoco" and checklists
which help facilities belter manage
themselvel. Auditing also can result in
be~ter-integrated management of
environmental hazards. lince audlton
frequently Identify environmental
liabilities which go beyond regulatory
compliance. Companies. public entities
and federal facUlties bave employed a
variety of environmental auditing
pra~ticel in recent yean. Sevrral
hund.red major firms in dlvene
industries now have environmental
auditing programs. although they often
are known by other namel such as
allessment. survey. lurveillance. review
or appraisal.

While auditing has demonstrated ita
UleruInell to those with audit programs.
many othel'll ltill do not audit.
Clarification ofEPA'I position regarding
auditing may help encourage ngulated
entities to establish audit programs or

• upgrade ayatema already in place.

B. EPA EnCOUl'QlJ'. tire Uu 01
EnvironmentalAuditJna

EPA encouragel regulated entities to
adopt IOWKl enviromnental ... .
management pncticu to improve
environmental perf'OI'llWlCl.1n
particular. EPA encomps regulated
entities ,ubJect to environmental
regu!atioftl to institute environmental
auditing programa to help enlure the
adequacy of iDtemalayalema to achieve.
maintain and monitor compliance.
Implementation ofenvironmental
audltinl programa can result in better
identification. resolution and avoidance
of environmental problem. II well al
improvemenll to management practices.
Audlll can be conducted effectively by
Independent internal or third party
auditon. Lal1Jer organizations generally
Inmtgrnt8riilOWC8i to dwvute to 8ft
intemal audit team. while smaUer
entitiel might be mbre Ukely to use
outllde auditora.

Regulated entities are responsible for
taking all necessary steps to ensure .
compliance with environmental
requil'emenb. whether or not they adopt
'Iudlt programs. Although environmental
laws do not require a regulated facility
to have an auditing program. ultimate
responslbUity for the environmental
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performance of the facility lies with top
management. which therefore has a
strong incentive to use reasonable
means, such as environmental audillng,
to secure reliable infonnation of facility
compliance status.

EPA does not intend to dictate or
interrere with the environmental
management practices of private or
public organizations. Nor does EPA
intend to mandate auditing (though in
certain instances EPA may seek to
include provisions for environmental
audillng as part of settlement
agreements. as noted below). Because
environmental auditing systems hove
been Widely adopted on a voluntary
basis in the past, and because audit
quality depends to a large degree upon
genuine management commitment to the
program and its objectives, auditing
~hould remain a voluntary acllvity.
m. EPA Policy OD Specific
Environmental Auditing Issues

A. AgencyRequests lor Audit Reports
EPA bas broad statutory authority to

request relevant information on the
environmental compliance status of
regulated entities. However, EPA
believes routine Agency requests for
audit reports :I could inhibit auditing In
the long run. decreasing both the
quantity and quality of audits .
conducted. Therefore. al a matter of
policy, EPA will not routinely request
environmental audit reports.

EPA', authority to requelt an audit
report. or relevant portions thereof, wl1J

" be exerclled on a cale·by-cale balil
where the Agency determines It I.
needed to accompll.h a .tatutory
ml.slon, or where the Govemment
de.m.1t to be material to a criminal
mvestlglltlon. EPA expectl.uch
nque.tlto be limited. mOlt likely
roculed on putlcuJu information needs
nther than the entire report. and u.uaUy
made where the Infonnatlon needed
caDDot be obtained from monitoring,
reporting or other dllta otherwlle

. avaUsble to the Agency. Examplel
would likely Include .ltuatlons where:
audit. are conducted under consent
decree. or other lettlement agreements;
a company hili placed Ita management
Pl'8ctlcel_at Is.ue by raising themas a
deFenle: or .tate of mind or Intent are a
relevant element of Inquiry, such a.
during a criminal Investigation. This list

• An "lftvlronm.nlal .udllraport" I. a wriUen
I'IJlOrt which "ndidly and lhorouahly praMnla
nndlnp from. ralll.w. canduCl.d a. pari of an
IIIvlronmenl.1 ludlt .1 dllerlbtd In aeellon ItA.. of
f.cUlty anvironm.nlll perfonn.nc. .nd pracllcel.
An audllraport il nol ••ubllilula for compllanc.
monllorilll rlporl. or olher reporl. or "COrdi whleJI
may be l'Iqull'ld by EPA or olh.r "l!Ulalory
agend••.

is lIIustralive rather than exhaustive.
lince there doubtles. will be other
situations, not subject to prediction. in
which audit reports rather than
information may be required.'

EPA aclmowledgel regulated entities'
need to .elf-evaluate environmental
performance with some measure of
privacy and encourages such activity.
However, audlt reports may not shield
monitoring, compliance, or other
Infonnation that would otherwise be
reportable and/or ac:esslble to EPA,
even if there Is no explicit 'requirement' 
to generate that data.· Thus, thli policy
does not alter regulated entiUes' exl.ting
or future obligatioDl to monitor, record
or report Infonnatlon reqUired under
envlronmentAl.tatutes, regulations or
pennitl, or to allow EPA access to that
Infonnation. NdI' does thlll policy alter
EPA', authority to request and receive
any relevant Infonnation-lncludlng that
contained In audit reportlS-UDder
various environmental statute. (e.g.,
Clelln Water Act section 308. Clean Air
Act section. 114 and 208) or In other
admlnlltratlve or judicial proceedings.
. Regulated entities also should be .

aware that certain audit findings may by
law have to be reported to government
agenclel. However, In addition to any
such requlremenll, EPA encourages .
regulated entitiel to notify appropriate
State or Federlll official, of findings
which sugge.t Ilgnlficant envlronmental
or public health risks, even when not
lpeclfically. required to do so.

B. EPA RsIPDnu to Environmental
Auditing

1. General Policy

EPA will not promlle to forso
In.pectlonl, reduce enforcement
relponse., or offer other such Incentlve.·
In exchange for implementation of
environmental auditing or other 10UDd
environmental management practices.
Indeed, a credible enforcement program
provides a Itrong incentive ror regulated
entltlel to audiL

Regulatory 8genelel have an
obligation to .Slell .ource compliance
Itatul Independently and cannot
eliminate inlpecUcns fo: parUcWar firma
or cla.lel of flnna. Although
environmental audlta may complement
Inlpectlonl by providing self
alselsment to alsure compliance, they
are in no WIIY a lub.tltute for regulatory
overslghL Moreover, certain statutes
(e.g. RCRA) and Agency policies

4 s... for IlllImpl•• "Dulle. 10 Report or DlleI_
lnform.llon on Ihe Environmental Aap.CIJ of
DUlin... Acllvtlle•." Envlronment.1 Law 1nI1l1ul.
raporllo EPA. nnall'lport. Seplember 19l15.
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establish minimum facility inspection
frequencies to which EPA will adhere.

However, EPA will continue to
address environmental problems on a
priority ba.l. and will consequently
In.pect faciliUes with poor
environmental records and practices
more frequently. Since effective
environmental audiliJtg helps
management identify and promptly
correct actual or potential problems.
audited facilities' environmental
perfonnance should improve. Thus.
while EPA Inspections of self-audited
facilltle. will continue, to the extent that
compliance performance il considered
In setling Inspection priorities, facilities
with a good compliance history may be
.ubject to fewer inspections.

In fashioning enforcement responses
to violations, EPA policy is to take into
account. on a caae.by·ca.e basis. the
honest and genuine effort. of regulated
entities to avoid and promptly correct
violationl and underlying environmental
problems. When regulated entilies take
reasonable precaution. tl) avoid
noncompliance, expeditloully correct
underlying environmentlll problems
discovered through audits or other
means, and Implement mealures to
prevent their recurrence, EPA may
exercise III dllcretlon to consider such
action. 8S hone.t and genuine effort. to
aSlure compJlanca. Such consideration
applies particularly when a regulated
entity promptly reports violation. or
compliance data which otherwlle were
not required to be recorded or reported
to EPA.

Z. Audit Provilions al Remedie. In
Enforcement ActIons

EPA may propose environmental
auditing provilion. In consent decrees
and In other lettlement negotlallons
where auditing could provide a remedy
for Identified problema and reduce the
likelihood or IlmUar problema recurring
In the future.- Environmental auditing
provllions are molt likely to be
propoled In settlement negotiations
where:

• A pattern ofvlolation. can be
attributed, at least In part, to the
IIbleac, or poor l~ctlgAIAiofan
environmental management Iystem: or

• The'type or nature of violations
indlcatel a likelihood that similar
noncompllanca problems may exist or
occur el.ewhere In the facility or at
other facilities operated by the regulated
entity.

• EPA tl dev.lop11lllUidanc. ror un by Ag.ncy
n.,ollitort In .lruclurinl approprl.l. envlronmenlal
.udlt provl.lon. for canlenl deCl'ln and olher
aelll.menl nellollallons.
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Through this conaent decree! approach
and other meana. EPA may consider
how to encourage effective auditing by
publicly owned sewage treatment works
(POTWs). POTWs often have
compliance problems related to
operation and maintenance procedures
which can be addressed effectively
through the use of environmental
audillng. Under itl Nallonal Municipal
Policy EPA already is requiring many
POTWs to develop compolite correction
plans to identify and correct compliance
problems.

C. Environml1ntal Auditing at Federal
F!JciJities

EPA mcoUJ'8ges all federa' agencies
subject to environmentailawl and
regulations to lnatitute environmental
auditing sYlteml to help ensure the
adequacy of Intemal systems to achieve.
maintain and monitor compliance.
Environmental auditing at federal
facilitia can be an effective lupplement
to EPA and Itate inlpections. Such
federal facility environmental audit
programs should be Jltructured to
promptly Identify environmental
problems and expenditloully develop
Iched..les for remedlalactlon.

To ne extent feallble. EPA will
provide technicalallistance to belp
federal agenciel design and initiate
audit progrllJDJ. Where appropriate. EPA
will enter into agreements with other
agenclel to clarify the respective role...
relponaibilltfes and commitments of
each agency in conducting and
responding to federal facility
environmental audits.

With respect to inllpectiODl of lelf
audited facilities (lee lection m.s.1
above) and requestl for audit reportI
(lee lecllon ULA above). EPA generally
will respond to environmental audit. by
federal faciliUel in the same manner a.
Udoe. for other regulated entiUel. in
keeping with the Ipiritand intent of
Executive Order 12088 and the EPA
FMl,raJFoclJitil16 Compliance Strot6gy
Oanuary ID84. update forthcoming in
late 1986). Federalagenciel Ihould.
however. be aware that the Freedom of
Informallon Act will govem any
dllclolure of audit reportl or audit
r:::.r:ted infonnatfon requelted from1=bytfm public.When edenllqencfes dilcOVlr
Ilgnlflcant Yiolallon. through In
environmental audit. EPA encourage,
them to lubmit the related ludlt findings
and remedial action plaftJ expedltioully
to the applicable EPA regional omce
(and responsible state agenciel. where
appropriate) even when not specifically
required to do so. EPA will review the
audit findings and action plans and
either provide written approval or

negotiate 0 Federal Facilitiel
Compliance AgreemenL EPA will utilize
the escalation procedures provided In
Executive Order 12088 and the EPA
Federal Facilities Compliance Stratesy
only when agreement between agencies
caMOt be reached. In any event. federal
agenciel are expected to report pollution
abatement projectl involving COlts
(necellary to correct problems
discovered through the audit) to EPA in
accordance with OMB Circular A-l00.
Upon requelt. and in appropriate
clrcumltancel. EPA will aSlllt affected
federal agencies through coordination of
any public releale of audit findings with .
approved action plans once agreement
hal been reached.
IV. RelatioDahlp to State or Local
Regulatory Agenci.

State and local regulatory agenciel
have independentlurildfctfon over
regulated entities. EPA encoUJ'8gel them
to adopt these or limilar policiel. in
order to advance the ule of effective
environmental auditing In a conliltent
maMer.

EPA recognizel that some states have
already undertaken environmental
auditing initiaUvel which differ
lomewhat from thll policy. Other statel
alao may want to develop auditing
policiel which accommodate their
particular needl or circumltancel.
Nothing in thil pollcy Itatement is
intended to preempt or preclude ltate.
from developing other approaches to
environmental auditing. EPA encouragel
Itate and local authoritiel to conlider
the ballc Princir.lu which pided the
Agency in deve oping thiJ polley:

• Regulated entitiel mUit continue to'
report or record complleC8 Information .
required under existing statutes or
resrWatiou.r8gardlell of whither IUch
lnlormat1on IIgll1W'8ted by an

. envfronmentalaudit or contained in an
audit r8J'Ort. Required Inlormation
cannot be withheld merely becauae it 1a
aenerated by an audit rather than by
lome other melDl.

• Regulatory agencies cannot lUalce
promilel to forgo Or Umlt enforcement
action againlt a particular facUlty or
clal. oUaetlltfel in exchange for the ule
of environmental auditing sywtem. •
However. IUCb IIAftCiel may ute tlie£r
dllcretion to adjust enforcement aclloftl
on a cale-by-cllIe bali' in relponse to
bonut and genuine efforts by regulated
entfties to anure environmental
compliance. .

•. When letting inlpectlon prioritie.
regulatory agende. should focul to the
extent pOlsible on compliance
performanct and environmental results.

• Regulatory agenetel mUlt continue
to meet minimum progrAm requiremonta

(e.g.• minimum inspection requirements.
etc.).

• Regulatory agendes .hould not
attempt. to prelcribe the preclle form
.ad itructure of regulated entilles'
environmental management or auditing
programs.

An effective Itate/federal partnership
il needed to accompllih the mutual goal
of achieving and maintaining high levell
ofcompliance with environmental IIIWI
and regulations. The greater the
conilitency between Itate or local
pollciel and this federal relponle to
environmentailludftlng. the greater the
degree to which lound auditing
practicel might be adapted and
compliance levels improve.

Dat.d: June 2& 1lll1L

1M .... 11Ioma..
Admini,trtJlor.

Appendlx-EIemsnts of Effective
Environmental Auditing Programa

Introduction: Environmental auditing
Is a sYltematic. docum,"ted. periodic
and objective review by a regulated
entfty of facility operatioftl and
practices related to meeting

t environmental requinJmsnts.
. Private lector environmental auditJ o'

foclUUel have been conducted for
uvenJ yean and have tabn a variety
of fonDJ, In part to accommodate unique
organizatfOnal.tructurel and
circamJtaDcel. Nevertbelea. effective
environmental audits appear to bave
certain dJacemibl. eJementJ in common
with other kinds of audits. Standards for
intemaJ 'audits have been dOCWllllftted·
8Xteftlively. The elementJ outlined
below dnw heavily on two of then
documents: "Compendium of Audit
StandudJ" (~D83. Walt.r WWbom.
American Society for Quality Control)
and "Standuda·lor the ProfeuionaJ
Practice of Internal AudlliJq" (etlM.
Th.lnltitute of InterDal Auditon.lnc.).
They alao NneCl AItJu:Y ualyw••
conducted CJ9II' th' lalt averal years.

Perrormlllee-orfented auditing
elementJ are outlined bere to help
accompUlh several objectives. A leneral
dncription·of featunl ofeffective.
ml11lrllUdltlJl'ORl'UllCllJl blip thOR
Itarting audit program.a. npedally
fedenlagenci.. and lmaDer bUllnesse••
Thel., elemenil allo indlcat. the
attributes of auditing EPA generally
considers important to ensure program
effectlvenel•. Regulatory qende. may
use thel., elemenll in negotiating .
environmental auditinlJ provisions Cor
CODlent decreel. FinaUy. thele element.
can help guide ltates and localities
considering auditing initiative..
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An effective environmental auditing
syslem will likely include the following
general elemenls:

L Explicit top management supportlor
environmental auditina and
commitment 10 follow-up on audit
findings. Managemenlsupport may be
demonslrated by a written policY
articulating upper management support
for the auditing program. and for
compliance with all pertinent
requiremenls. including corporate
policies and permit requirements as well
as federal. slate and local statutes and
regulations.

Management support for the auditing
program also should be demonstrated
by an explicit written commitment to
follow-up on audit tmdings to correct
Identified problems and prevent their
recurrence.

D. An environmental auditina function
independent ofauditedactivities. The
statui or organizational locus of
environmental audito" should be
sufficient to ensure objective and
unobstructed inquiry. observation and
testing. Auditor objectivity Ihould not
be impaired by personal relationships.
financial or other conflicts of interest.
interference with free inquiry or
Judgment. or fear of potential
retribution.

m. Adequate leam siaffina and
audilorlraining. Environmental Auditors
should possess or have ready access to
the knowledge. Ikills. And disciplines
needed to accomplish audit objectives.
Each individual auditor should comply
with the company's professional
Itandards of conduct. Auditors. whether
fuJl-Ume or part-time. should maintain
their technical and analytical
competence through continuing
education and training.

IV. Explicit audit progrom objectives.
.cope. resources andfrequency. At a
minimum. audit objectives Ihould
include Bssessing compliance with
applicable environmental laws and
evaluating the adequacY of fntemal
compliance policies. procedures and
personnel trAining programs to ensure
continued compliance.

Audits should be based on a process
which providu audUOI'ltl .n corporate
policies. permits. and federal. Itate. and
local regulations pertinent to the facility:
and checklists or protocols addressing
specific features that should be
evaluated by auditors.

Explicit wrIlten audit procedures
generally should be used for planning
audits. eslablishing audit scope. ,
examining and evaluating audit findings.
communicating audit results. and
following-up.

V. A process which collects. analyzes.
interprets and documents information
8ulficient to acMeve audit objectives.
Information should be collecled before
and during an onsite visit regarding
environmental compliance(1).
environmental management
effectivenell!l(2). and other matters (3)
relaled to audit objectives and scope.
This information should be sufficient.
rellable. relevant and useful to provide a
sound basis for audit findings and
recommendations.

A. Sufficient information is' factual.
adequate and convincing so that a
prudent. informed person would be
likely to reach the same conclusions 8S
the auditor.

b.&/iable information Is the best
attainable through use of appropriate
audit techniques.

Co Relevanl information supports audit
findings and recommendations and Is
consistent with the objectives for the
audit. .

d. Useful Infonnation'helps the
organization meet Its goals.

The Audit process should include a
periodic review of the reliability and
Integrity of this Infonnation and the
means used to Identify. measure.
classify and report IL Audit procedures.
including the testing and sampling
technique. employed. should be selected
in advance. to the extent practical. and
expanded or altered ifclrcuJl1ltance.
warrant. The procell of.collecting.
analyzing. interpreting. aDd .
documenting Information should provide
reasonable assurance that audit
objectivity Js maintained and audit goals
are meL

VL A praces. which includtll.pecific
procedure. to promptlyprepare condid,
clearand appropriate written repom on
audit finding,. corrective aClians. and
.chedule.lor implementation. "
Procedure. should be in place to' ensure
that IUch Information Is communicated
to managers. including facility and
corporate mAliajement. who can
evaluate the infonnation and ensure
correction of Identified problems.
Procedures also should be In place for
determining what inlernal findings are
reportable to stale or federal agencies.
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vu. A process which includes quality
assurance procedures to assure the
accuracy and thoraughness of
environmentalaudits. Quality assurance
may be accomplished through
.upervision. independent Internal
reviews. extemal reviews. or a
combination of these approaches.
FoobJotes to Appeadlx

(1) Aeomprehen.ive a••ellment 01
compliance wilh ledeJ'lI environmental
regulation. require. an enaly.ls ollacillty
perlonnanee again.t numerou.
environmentalatatule. lind Implementing

,regulation•. Thilse atatutlllinclude:
Resource Conaervatlon and Recovery Act
Federal Water Pollution Control Act
Clean Air Act
HuardoUi MaleriaJ. Tran.portatlon Act
Toxic Sub.laneel Control Act
Comprehensive Environmental Reaponse.

Compenaatlon and Liability Act
Sale Drlnlelng Water Act
Federallnllcticlde. Fun,lclde end

Rodenticide Act
Marine P.rotectlon. Relllan:h and Sanctuaries

Act
Uranium MiU Tallinp Radiation Control Act

In addition. alat. and localgovemment are
likely to have their own environmentailawi.
Many .Iat.. have been delegated authority to
admlni.ter lederal program•. Many local
,ovemments' building. Ore. aalely and health
codea allo have environmenlal requirement.
relevant to an audJt evaluallon.

(2) An environmentalaudll could go well
beyond thl type of compliancl 1I1l11.ment
normally conducted during regulatory
Inlp.CtlOns. for exampl•• by Ivaluallng
pollclea and pnetfcII. relardleas 01 whether
they are part 01 the environmenlal sysl.m or
the opentllllud malntanance procedures.
Specifically. audJb can Ivaluateth. extent 10
which IYlt11lll or procedlll'W

1. Dev.lop ollanlzatlonallnvlronmenlal
pollcl.. which: a. Impl.ment rel'llalory
requlremanta: b. provide manalem.nt
RUldanee for environmtntal hazard. not
.peciOcally addreued In rwgulatlon.:

2. Train and moUvatelaclllly peJ'lonntl to
worlc In an environm.nlally-acceptable
maMllr and to undlrstud ~nd comply with
lov.mm.nt .aUons and theentlly'l
environmenlal polley:
, 3. Communlcal. rellvant environmental

developments expedlllou.ly 10 lacility and
other persoMel:

4. COmmunlcal' errecllvely wilh
,ovemmlnt and the public regarding serlou.
environmentallncldenll:

5. Requll'll third parUIII worlelng lor. wllh or
on behall 01 the ollaniZitlon to lollow It.
environmenlal procedure.:

\~\



e. Milke proficienl pll1lOnnel.vallable al
all lima to taffY oul environment.1
(npllCillly emergency) procedurel:

7.lncorporale environmental protection
Into writlen operali", procedurel:

e. Apply bllt manlRemenl practlcllll aDd
operatlftl pl"OaIdDN" including "good
housekllfPillll" techniques:

O.ll1IlIlula prevenllve and correcllve
Dtllinlenlnce IYlteml to minimize IClualand
potentlalenvironmenlal ham:

10. UtlliZlt bell.v.llable proceSI Ind
conlrol tec:MDlngin:

11. Use lfto.l-efreclive sampling and
monllorfnglechniquel. tnt melhods.
recardlceepil\llY.teml or reporting protocol.
(beyond minimum lepl requiremmll):

12. EVIIUlle ClUI.. behind Iny lerious
environmenlallncidmtl Ind e.t8bUlh
procedurel to avoid reCUn'llftce:

13. Exploll .ouree mJuetion. recycle and
reule polmllal wh8f'ever practical: and

14. Subatllute materi',I. or procnae. 10
IIl1aw UJe of the "'A.t·hazardou••ub~tanCf!1
fea.ible.

(31 Auditon could allO a••e••
environmental rl.b 8nd uncertainliu.

IFR Doc. 86-15423 FUed i.~ 8:45 oml
.WNGc:aa. ......
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Di.~TE:

FROM:

California EnvirOl"mental Protectioll Agency

This meJllori:lmlwn lj~t:oJ .eorth Cal/EPA'6 policy on environmental
~udi~inq or voluntQry diacloaurc. Thi~ policy closely follows
thosa adopt-Ad by US FoP). and the US Department ot Jus~1ce. '.l'nls
pollcy applies only to administri:ltive and civil casns, D21
criminal cases.

It is the policy ot Cal/EPA to encourage sel(-auditinq,
self-policinq, n~d volun~QrY dlGoloGuro of environmen~al
violatinnA by thQ ragulat&d communi~y by 1nd1catinq that these
actlvitles are viewed as mlti9Htll~ ractors in the Agency's
exercise of environmental enforcement diooro~ion. Tbic dO~~Qnt
is int~ndAri to ~At forth CalIF-PA's policy on env1ronmental
aucUtinq and specit.1c issue. relatlll\J to environmental auditing.
Further, it d8scribe3 ~h. factor3 that Cal/EPA ooncidor~ in
deciding whAthAr to bring an anforcement action for a violation
or an environmental statute, ~o that ~uch actions QO not oreate a
diaincentive ~o or undermine the 90~l of enoouraging oritical
~~lf-audit.ing, ~Alf-policinq, and voluntary disClosure. I~ is not
intended to limit or abridqa the rlqht or H district ~ttorney,

A~t:orney Generl1l, u.s. At:~orney, or city a.ttorney to cKQZ"cioo
pros~eut.or;~l diAnr~t.ion in Avalu~ttng criminal actions. Rather,
it is designed. to give direction concernill\j UU;J C;!l~t!l·c.b;e or
enforcemont dicorction in non-criminal environmental cases and to
ensure that such discretion is Qxercised consistently s~atewlde.
Fin~lly, it is eU9ges~ed t:ha~ this docum.n~ be followed in
Clonjunction wit.h Cal/EPA'SI polic~ en "Ros;ponI;Q to Suspected
criminal Violations ot Environmental Law."

Pete WjJ~n
c~ ...

5" Cllllral MaIL 5ull£ 235 • ~cnmCllrn. r.llJirtlmi, q~~t4 • (9t6l 44~·'846 • Fa-t: (916; .uS.6t01
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u£ llUW Un::: ::"tate exer,;i:.c:s ii::.:s enforQomoni::.. ClicQroi::.ion wii::.h
respect to such factor~ as tha facility'A voluntary disclosure of
violations, cooperation with the government in lUvtsstigatinq the
violations, use of envlculuuc::ntal 41uclitG Qnc:1 o1:her prQCeciuZ'G8 'to
eneure complian~Q with ~ll applieablQ envlrnnmental laws and
rQqulat.lons, and use or measures to remeciy exped..l.t.luusly and
c.::0mplet.ely any violations and the lU:lrmu ~auGed there~y.

l recommend ~nat each soard and Departm~nt incorporate this
policy 1n~o their mQ41Q-spcoitio policl~8. Any questions
eonoQrninq ~hQ implem~nt.~tion of this policy should ~ addressed
to the Chier counsel ot the appropriate Board or Department, or
to the Aqcnoy' C l\~~ict.ant secretary for LlIIW J!:n!'oz:c"ment ilnd
Counsel.

Attachment



I. GtWC:lL'Cll CCll/l:PA Puli..::y on I:nvirQn1llent:cl Auciit:inq

~. Tntroduction

EnviromnQnt:al aucHting is a systQ~atic, dOC\JmAni:ad, pariodic
and objec~1ve review by regula~Qd,eneitiesl of facility
operations Dn4 practicea related to meutlng onvironmental
ro'~iromonts:. AUdit~ ean bv de&iC]l1~d to accompJ.ish any or aJ.l of
the fOllOwing: verity compliance with envl~onmental
requirements; eVQluQt~ the ctfcativmness ot QnvironmQntal
mana~emQni: ~ystQms already in p13eAi or, assess risks from
regulated and unregulate~ materials and p~~ctices.

Auaitin~ QQrvoc as a quality assur~nco chock to haJ.p improve
the ettec~1veness or basic environmental managemenL by v~~i,yinq
that management prQcticQ3 Qre in place, functioninq and a4equa~o.

Environmental audits: vvaluat~, and are nnt a =ubstitutQ for,
d1rece comPliance activities such as obtaining ~ermlts,
inetallinq controlG, monitoring compliance, reporting vio1ations,
and kvvpinq r~c~rri~. F.nvirnn~An~~l aUditing may verify, bUt does
not include, activities required by law, r~gul~tiun, ur ~ermit
(e.q., ccntinuouc emiccionc moni~orin9 composite correction plans
a~ wast~wat~r ~rA~t.~An~ ~lAnt.~, Ate.). AUdits do not in any way
replace regulatory aqency inspections. HUw~v~', ~lviroJmental

audita can improvo complianco by complementing conventional
federal, stat.A, And lnc~l nvarmiqht.

The appendix to thi~ policy ctatement outlines scmo basic
al~m~nt.~ of Anv1rnnmRntal aUditing (Q.9., auditor indepenaence
and top manaqement support) tor use by U10S8 considel'1nq
implomontation of ~ffQctive auditing programs to help achieve and
m~intain cnmpli~ncQ. Ad6ition81 tn~ormation an environmontaJ.
auditinq practices can be round in varIous publl~hQd m~t8rlala.2

Envir()nmAnt.~l ~tJriit.inq h~1,: dAvAlopad for sound businulJ
reasons, particularly as a means at helpIng regulated ent!tlws
manaqe pollution control affirmatively over time inB~ead of
t'A;ilcttn~ tn criSfiA. Audit-inq r:"n r.~lt in improv.d facility
anvironm~nt~l pRr.fnrm~nn~, hRlp communic3ta ottective solution~

to common environmental problema, foouo facili~y man~gcra'
attention on current and upcoming rQqulatory requirements, and

I tfRcat;JulatQd ontitios;" incluc1ca private firms; and public
aqonc1cc with taci11~ioc cubjcct to environmental rGg'Ulat1on.
I'ublic agenciGs can include federal, state or local agenci_."

2 s••••9., "currant Pr~cticco in Environmcntal Au41tinCJ, U

EPA RQport:c No. EPA-4JO-09-Sl3-008 Fobruary 19S", trAnn~1:att!d

Bi1)11ography on J::nv1ronmQn~aJ. AUditing Fil'~ Edition September
~9a5, bo~ .vaLl.bl. from Re~l&toryRetor.m starr PH-223, !PA 400
M stroot, SW, Wa~hin9ton, D.C. 20460.



ytlUtSLClLts 1J~vLv...vl:5 ami 'che\';kli:t't.:t W'hic:h help fo.oilii:iQCI bettor
manage themsGllvQSl. Auditing aL-') canres\11t: in be~ter in~eqrated

management ot environmental ha~~ ~s since auditor~ rrequently
identify envlrcnmc:nl.Ql li~bilitieG whioh 90 beyond rQ~ln't.ory

compliancQ. Companies, pUblic Qntities, and fQderal facilities
have employed a variety or environmental auditlny pl·actices in
recen~ years. Several hundred major fIrms in diverse induG't.rios
now have onvironmQntal auditing programs, although thQY oftQn are
known by other names such as assessmen~, survey, surveillance
review, or appraisal.

While auditing has demonstrated its usetulneS5 to those with
audit programs, many other~ s~ill do not aU~1t. Clar1~1caticn or
Cal/EPA's pogition roqardin9. auditing llI~y h§lp .encourage
requlated entities to establish audit proqr~m~ or upgrade systems
already in plQce.

B. cal/EPA Encourages the Use ot EnvlroJwental Auditing

Cal/EPA ~ncouraqp.s rp.qll1~~~n Ant1tias to adop~ sound
environmental management practices to improve envi",onmf:Ult~l
performance. In particular, Cal/~A Qnoourago~ r~gula~Gd

QntitiQ~ ~ubjeet to environmental roqulations to in~tltut.Q

environmental aUd1~1nq proqrams to help ensur~ ~he adequacy ot
internal syst.ems t.o Qchievct, 1IIaintain, and 74)nitor compliance.
ImplQMQntation of onvironmontal auditing p~ogTa~ can raault in
~at~er identification, resolution, and avoidance of envl",onm8n~al
problems, QO woll QO improvement.o to managoment pr~ctice~.

Audits cl?In hA c:nnnur.t.Rd AffAd:;vAly by independent, in~ernal, or
third party aucUtors. Larqer org~nl~CltlQus generally have
groater recourco~ to dovot~ t.o an internal audi~ taam, whilo
~m~11Ar Ant.it.;Q~ miqht b~ mora likaly to use ou~side auditors.

Regulated entitieo are re~poncible for taking all necQsGary
ctQpa to on~uro complianco with onvironment.31 ~.quirQ~Qnt~,

whether or n"t: t.nt;\Y ~rtnf)t:. illUIUt: "rnqT.8l1lS. Althollqh environmental
laws do not requ~re a regula~ed facility to hAVO QD aUditing
p~ogram, ultimatQ re~pon~ibility for thQ onvironmgntal
~erformance of the facility 11e~ with ~op manaqQmAnt, which
therefore has a strong incentive to use reQsonDble maans, such QG

QnvironmQnt~l ~uditin9 t.o ~ecure rQliablQ information of facility
comp11anoo ~~atu~.

cal/EPA dOQQ not ·in~ond to dictato or intorfQre with the
environmon~~l m~naqe~cnt prac~icoD of private or public
orqanizations. Nor doe~ Cal/EPA intend to mandate auditing
(though in certain in~tanco~, Cal/EPA may sook to include
provia1ono tor environmental aud1t1nq CG p~rt ot Dottlament
agreemontc, ac noted below). Bco~uGe environmental audi~ing

~y~t~m~ haVA h~An winRly ~dn~t~d on ~ volunt~ry ba~t§ in tha
puet, and beuuu~e audit quality depend0 to a large uS9&ee UPQII
g~nuine managomont commi~mont in ~hc PrOqram and its objectivQs,
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Cl\l\:1itiu"j ~hvulu 1:t::1Il0iU 0 voluntary ac:t:iv,it:y.

11. Cal/EPA pOlicy on specific fnv1ronmental AUd1t1nq Issues

A. AgQncy RQquQG~G for Audit RQport~

cal/EPA has broad s~a~u~ory authority to reque3t relevant
information on ~he environmental compliance ctatus of rQgulatQd
entities. However, cal/EPA believes routine Agency requests fnr
aU4it reporta3 cou14inh1~1t aUd1~inq in tho lonq run, 4ooroao1ng
hoth t.hlll qUllnt.it.y And qU;lIl it'.y of audi.tc conduct.Cld. ThClT.ClforQ, as::
a matter of policy, Cal/EPA will not routlnely request
environmental auai~ roporte.

Cal/EPA's authority to request an audit report, or relevant
portionG th~reof, will be cxeroioed on a oaGe-by-oa3e b~sia where
the Agency determin9s it is nqgded to accomplish a atatutory
mission, or where the state deems it to be material to a criminal
invcotiq~tion. C~l/EFA cxpcctG Guoh requests to be limited, most
likely focus~d on particular inform~t.ion need~ rather than the
entire report, and usually made where the information needed
cannot be obt~incd from moni~orinq, reporting, or other d~t~

ot:h~l"wj.l;:~ ~vo1'li l~hlR t:o t:hA Ag~nt:y. F.xamplcu; WOUld' ] ikaly include'
situations Where: aUdits are conducted under consent decrees or
other ~~ttlomont agrooment~; a company has placed it~ mana90mcnt
pTa~t:i~ll~ at: ;~~UA hy rai~1nq tham as a dQfQnge, OT ,:;tat.f;\ of
mind, or Intent are a relevant element uf lnqulry such as durinq
a oriminal investigation. This list is illustratlvG rather ~an
eXhaustive since therQ doubtless wiLL be other situat:ion~, not
:fubject to predictiun, in which t!udlt repClJ::t:i cClther thun
information may be roquirod.

Cal/lPA acknowledqes regulated entities need to selt
evaluate environment~l performanoe with oomo meaoure of privacy
and @ncoura9~s such activity. However, ~udit reports may not
shi~ld monltorin~, eompliance, or o~hp.r inrormation that would
otherwiac be report~blQ ~nd/or ~ooc3Giblo to CQl/EPA, even if
t.here is no Rxplicit "reql.lirement" to generate that .data. Thuc,
this policy dOQG not ~ltQr rQ9Ulate~ Qntities existinq or ~uturo

obliqatio~c to monitor, rooord, or report information required

3 An "onvironmental ~udit report" iG Q written report which
candidly and t.hnl"'(')u9hly prp.l;\p.nt.s findinqs from a rQviQw conducted
.w • pw&L u£ ~n envlronmont3~audit ao dcccribc~ in Seotion I~.A.or

facili~y Qnvironmental performance and practioe:;. An Qudit report
is not a SUbstitute for compliancQ monitorinq Tl;\ports or oth9r
reporte or rQl;ordz: w11ich lU.!1y 1Ic lll~IJ~,;&t.cd by Cwl/EPA or other
rQgulatory authority.

/
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under environmen~al statutca, regulQ~ionQ, or pcrmito, or ~o

allow Cal/EPA aCCQ~~ to that information. Nor dOA~ thi~ policy
al'ter cal/EPA'S author1'ty 'to request and recei.ve any relevant
in'ol.'1Uiltion--inoluc1ing thwt contwinecl in audit rcpor-cc--undcr
various: ~nvironmqntal statutqg (~.CJ., H~:tlt.h & ~iif. Coda, is
42303 & 2518'.6 and Water Co~e, 5 13~67(b» or in other
i:aWuiuiotrativo or juc1ioial prooeClc1inge.

Regu.lated vnt..itl~s ellso shuuld be aware that certain audit
flndln9~ m~y by l~w h~v~ lu bw ~~purtQd to government agencies.
However, in addition to any such requirements, cal/EPA encourages
requl~l.t:d t:ut11.it:s Lo Ilotiry cappl'opriate state or Federal
officials ot tind1nqs which suqgest siqnificant environmental or
pUblic health risks, even vhQn not specifically. required ~o dO
se.

B. cal/EPA Response 'to Environmental Auditinq

1. General POlicy .

Cal/EPA will not promise to £orego ins~ections, reduce
enforcoment reQpon~oQ, or offor other such 1ncentivoc in exchange
tor implementation ot environmen'tal auditing or other sound
environment~l management practices. Indeed, a credible
onforcGment program provides a strong incentivG for regulated
en'tit1es to aU~i~.

RQgulatory agoncios have an obligation to assess ~ourco

compliance status independently and cannot eliminate inspections
for p~rticular firms or classes ot firms. Although environmental
audita may complemont in~pQctionc by providing cQlf-acceccmont ~o

assure compl1ance, they are 1n no way a substitute tor re;Ula~ory

oversiqht. Moreover, c~rtain statutes (e.q., RCRA) and Agency
policio~ establish minimum facility incpoction frequencies to
which cal/~PA will aahere.

HowQver, Cal/EPA will continuo to addroga onvironmental
prOblems on a priority basis and will consequently inspect
facilities with poor environmental records and practices more
frequQntly. Since effectivo environmental auditing helps.
management identity and properly correc't actual or potgntial
~rcbl.ms, audit.d f",c:ilit:it:48' f:'lIvi:t'C.)nmEmtal perlormance should
1mprovo. Thua, while Cal/EPA inapQotiona of QQlf-auditcd
facilities will continuQ t:,n t.hA Axtant. t.hat compliancQ
pQr£ormancQ ilil ~uru.d.,d..rcac1 1n sCiitting inspQction pr1orit108,
facilitioa with a good complianoo hietory may be aubject to fewer
inspections.

Tn f,Js:;hioninl)' ~nforcemQnt responses; to vio1ations=, Cal/EPA
pollcy is to take into account, on a case-~y-cas~ basis, the
l\anftflt. ;o,nd C]~nttin9 9f£ort::: of regulat:ed entiti•• ~C» 6voi4 ancJ
promptly correct vio)atinn~ f:\nd undf:llrlyinCJ p.nvironDlQnt.al
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problemc. When r09Ul~to~ entitiec t~o re3con3blo proe~u~iono to
avoid nonc~mpliAncR, RXPRrliti~u~ly C~TTAct underJying
environmental problems discovered through audits or other means,
and implement mCQoureo to prcvent their reourrence, CQ1/E~A m~y

RXRrci~e its discrp.tion to consider such actions as honRat and
qenuine ettorts to assure compliance. Such consideration applies
p.rtioularly when a regulatQd ontity p~omptly reportc viol~tiQn3

or compiiance data which othQrwi9~ were not requirad to he
recorded or reported to Cal/EPA.

2. Au~l~ provisions as remedies in enrorcement actions.

eal/EPA may propoSlCil ",..vi~·ul'unQutiall dUditing provl&lons in
consent ~eqrees and in other settlement ne90tiations where
aUd~tinq could previde a remedy for identified problems and
reduce the likoliho04 0% ~iml1ar problomc rocurring in the
ruture. ~nvironmental auditinq provisions are most likely to be
proposed in settll&ment ne90ti~tion~ where:

o A pat~ern of violations can be a~tributed, a~ least in
p~rt, to the ~b5ence or poor functioning of an .
Cilnvironmenta.L manag-Cilmont cyst-Q::"'; ,nl:

o The t~e or n~ture ot violAtions indicates a 1ikeI ll100d
~hat g~milar noncompliance prob~Cilms may Cilxict or occur
elseWhere in ~he tacility or at other taci11ties operated
by ~he regulated entity.

c. Environmental AUditlnq at federal FacilIt1es.

eal/EPA Cilncourag-os all federal ag~llcies subjG~ to
environmental laws and requlations to institute environmental
auditing systems to help ensure the Adequacy ot internal systems
~o achieve, maintain and monitor compliance. Environmental
audltinq at tederal facilities can be an effectivQ QupplQmant to
US EPA and Cal/EPA inspectiom::i. Such te\ltsral J:aclllty
environmental audit proqramc chould bo ceructured to promptly
identity environmental pr.oDlems ana expedi~louslY develop
schedules for remedial action.

TO the extent teaslble, cal/EPA will provide technical
assistance ~o help feder~l aqAnci~~ de~ign and initlH~. audit
pro9r amG. Whore appropria~o, Cal/EPA will enter into agrccmcntG
wi~h other agencies to clarify tha raspact;vA r.oles,
responcibilitililliJ <duel I.:ummltments of Qach ClgQncy in conducting' and
roaponding to federal facili~y environmental Qudi~a.

wii:h re.pect to inspwctiunu ut ....It-..ucJ.Ltecl t'aci1.1tlcD (oce
~Act.ion II.B.l above) and requostc for audit roports (see Section
II.A above), cal/~PA generally will respond to environmentai
l'ludH:n by tedCU;'41 fDciliti•• in t:ho aam. mannet" •• it c1oC!£ rOJ:

other regulated ent1t1A~, in KP,qpinq with th@ gpiri~ and intont
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of ~ho Fcdcr~l F~oili~ico CompliQnoQ Ao~ of 1003 (HR ~1~4).

FQdaral aqQnC:;Q~ ~hnuld, howQvQr, bel! awarQ that the! Free.dom of
Information Act will qov~rn any d15closure of ~udlt reports or
audi~-genera~ed information re~ueeted from federal agencie~ by
thQ pUblic.

When fede•• l asoncio& di&covo~ significant violations
throuqh an environmental audit, eal/EPA encouraqes them to sUbmit
~e related audit findinq~ and remedial action plans
.xp.di~iously ~o ~h. applicablQ Cal/EPA regional office and
responsl~le federal agencies, where appropr1ate, even When not
siecificallY required to do so. Upon request and in appropriate
c rcumctancCils, Cal/EPA will l.'wvi4ilw tllfil ~uait !'indin9w id.nQ il&&.l&t

the affected federal agencies.

III. Relationship to Federal and Local Regulatory AgGnciQC

Federal and local resulatory asencies have independent
jur1~d1e~1on over rQgula~Qd Qn~1t1es. cal/EPA has adoptod
aUditing polieies similar ~o those or us EPA. Moreover, the
Agency encourages local dsencies to ~dopt these or similar
policies, 1n ord~r ~o advancq ~ho uc. of ott.e~1vQ QnvirOnmen~aL

auditing in a consistent manner.

Nothinq in this policy statqmqnt is intQndod to prQ~~ or
preclude locals trom developing other approaches to envIronmental
aUditinq. eal/EPA encoura9e3 local ~uthorities to consider ~e
basic principl~~ whieh ~lidp.d thp. Aqency in d~vqloping thic
policy:

o Re9\l1~t~d entities must continue to report or record
compl~ance intormation required under existing statutes or
regula~ions, reqardless of whether such information is genera~ed
by an vnvironmqntal audit or contained in an audit r.port.
Required information canno~ be withheld merely ~ecause It is
qenerat~d by an audit rather than by some other means.

o Requlatory aqenc1es cannot make promises ~o torgo or
limit enforcement action aqainst a particular facility or class
of faeilitioc in Qxchango for th. u§. of onvironm.ntal auditing
systems. However, SUCh aqencles may use their diseretion to
adjust enforcement actions on a case-by-case basis in response to
hon.ct and gonuino Qffortg by rQ9ula~Qd ontitioa ~o a~~urQ

environmQntal comp11anc~.

o When ~Qtting in§pQction prioriti09 regUlatory ageneies
should tocus, to ~he extent possible, on compliance performance
and Clnvi ronml'lntn 1 ......""1t.,..

o Regullltol'y csy~m;l~s mU:it cont.Lnue to meet minimWll
proqr~tD rQqub~Qmen~f!: (~. q. m; n i ml1m i n"'I't,'!otion rllPCjUiroIllCtn~., ot:e.)



.. .

o nC9ulctory Q9Cncic~ ~hould no~ Q~~emp~ to prcaoribc ~hc

pl"AciRA form ~nci 1=;t.ruct:urR nf r.RgUl~tAd entities' environmQntal
m~n~gement or audltlnq proqrams.

An eftec~ive local/state/federal par~nersnip is needed ~o

accomplish the mutual goal or achi&vinq and maintaining high
lev.lm of compliance with environmental laws and regulation••
~hQ qreater the consistency between federal or local policies and
this state response to environmental aUditing, the greater the
deg1-e. to which sound auditillg practices might be adopted and
compliance levelS improved.

APPENpIX

An Effectiye EDviroDmentai AUditing System:

AS previously stated, environmental auttitinq is a
systematic, documented, periodic ~nd objective review by a
roqulatQd Qntity of facility opQration~ ~nd prae~icQs rQla~Qa ~o

meeting environmental requirements.

PrivatQ ~Qctor QnvironmQntal audit$ of facilitie~ have been
conducted tor several years and have taken a variety of forms, in
part to accommodate unique organizational structures and
circumctancos. NQvQrtholos~, offectivQ Gnvironmontal audits
appear to have certain discernible elements in common wIth other
kinds of audits. standards for internal audits have been
documentod Qxtonsivoly. Tho olomont~ outlinod bQlow draw heavily
on two ot these documents: "compendium ot AUC11t: s~anC1ards" (1983,
Walter Willborn. American Society for Quality Centrol) and
"Standardtil for tho Profossional Pr~ctieQ of In1:arnal Auditingll

(19B1. The Ins~1~u~e Qt ln~ernal Auditors, Inc.)

PorformancQ-oriontod aUditing elomont5 .re outlined horo to
hRlP accomplish several Objectives. A qeneral description or
~A~t~rAR o~ Httg~livH, mHlu~~ ~udlt programs can help those
otarting audit proqram~, G&pQcially fodaral agenciec and cmallor
businesses. ThA~A All;lTllent.R ~llln indicate the attributes ot
au~1t1nq cal/EPA gQnQr~lly cong1dQr& important to vn~urv prUtJram
effeotivcncoo. Ro~l~tory ~qcncico may u~e theee mleman~c in
neCJot.l~t.1.nq Anv1rnnmAnt:~1 ::1uditinq I'rnvj~1ons: !for conS;clnt
deOrQQ5. Finally, thQ~Q Q1QmQnt~ can help gu14e loc.lltl.~

oonciacrinq 4Yditinq initiativcc.

An QJ;f.;activliI IiInviLo,u\l~nlCl.l Cl\lcJiting system will 1,U,..ly
includo tho following 9QnQral olomont~:

I. E~plici~ ~op managem.n~ cupper~ fer envirenm&n~al

aUditing and commitmQnt to follow-up on audit finding£.

7
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rellaCle, relevam: ana userul \;.0 P.t"vvJ.ut:S C1 o::>uuml 1JQ::;i~ I:VJ: a\1l1it
finding3 and recommendation3.

a. sUltl.clell\. lU!OL'nldC1011 is ractu~l, ad.equ.ate and
convincing co that a prudent, informed person would be
likAly to rAach thR same conclusions as the aUditor.

b. Roliable information ic thQ boet attainable through uee
of appropriate audit techniques.

c. Relevant information QUPports audit findin9~ and
recommendations and is consistent with the objec~lves

for the ~uait.

d. Usetul. intormaeion helps the organization meet its
90a1s •

The audit process should 1nclude a periodic rev1ew ot the
reliability and. integrity of this information and tho mcanG uocd
to idantify, measure, classify and rQport it. Audit procodurQs,
includ1nq the test1ng and samp11nq techniques employed, should be
selected in advance, to the extent practicQl, nnd expanded or
altered if circumstancQs warrant. The proc.sc of collecting,
analyz1nq, 1nterpret1nq, and documenting intormation shOUld
provide reasonable a~surance that audit objectivity is maintainQd
and audit 90al~ arQ mat .

. VI. A process which includes ~pecific procedures to
promptly proparo candid~ cloar and appropriate written repores on
audit t1ndinQs, corrective actions, and schedUles tor
implemGnt~~ion. Proceduro3 ~hould be in place to cnGure that
such information is communicated to managers, including facility
and corporate manaqQmen~, Who can evaluate the information and
onsura correction of identified problem3. ProccdureG ~lQO 0hould
b. in place for dotarmining what intarnal findings aro r~portab19
to state or fQdAral aq@nc1~~.

VII. A prooo$~ Which includa$ quality assuranco"procaduraa
to aacuro thQ accuracy and thorouqhnQs~ o~ onvironmontal aUditc.
Quality assurance may be accomplished through supervision,
indopondent intornal reviews, external roviewe, or a combination
ot ~oso approache••

Guidanco on £.r:ty.U:.on1t\cntnl Auclit1ng Wh.en... ~J...t_1;l'tinq. ~JLlin:.9.J:',gG(!."';
Action:

This guidance expJ.ains tha current 9cncral practi~ or
~9'ency in makin9 I;.:nJ:u,nH",m~nt;. de~131un:l l.l!t;~r ~.lving con:sider5tion
to tho criteria doccribod below, an woll ac any other cri~eri~

9
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Management support may be demons~rated by a wri~ten poiicy
articulating upper manaqe~ent support for the aUditing program
and for compliancG with all pertinent requirements, including
corporate policies and permit requirements as well as feaeral,
state and local statutes and regulations.

~anagement support for the aUditing proqram also should be
demonstrated by an explicit written commitment to follow-up audit
findings to correct identified problems and prevent their
recurrence.

II. An environmental auditing function independent of
auaitea activities. Tha status or organizational locu~ of
environmental auditors should be sUfficient to ensure objQc~ive

and unoba~ructQd inquiry~ observation and testing. Audi~or

objectiVity ~hould not be impaired by personal relationships,

financial or other conflicts of interest, interference with free
inquiry or judgment, or fear of potential retribution.

III. Adequate team staffing and auditor training.
Environmental auaitors should possess or have ready access to the
knowledge, skills, and disciplines needed ~o accomplish audit
objectivas. Each inclividual auditor should comPlr with the
company's professional standards of. conduct. AUQ tors, whether
fUll-time or part-time, should maintain their technical and
analytical competence through continulnq education and training.

IV. Explicit audit program Objectives, scope, resour~es an~

frequency. At a minimum. audit objectives shouldlncluQe
assessinq compliance with applicabie environmental laws and
evaluatinq the adequacy of internal compliance policies,
procedures and personnel training programs to ensure continued
compliance.

Audits should be based on a process wAich providea auditors:
all corporate pOlicies; permits; and federal, stater and local
regUlations pertinent to the facility; and cheCklists or
protocols addressino speci.fic fAot:.urAS t.hl!1: ~hrmld· h~ filIvaluilttAd
by auditors.

'F.xpl i ci t TNri ttean ~ud i to [)r~&:uitl1:"A~ CJ'l;ln~rally c.hould bo ur.=.od
for planning audits, establishing audit scope, examining and
evaluatinq audit findings, communicatinq audit results, and
1=ol)nwin9-UP·

V. A process which collects analyses, interprets and
dOlmments information cufficiQnt: to aohiQvGI audit ob:JQCltivos:.
Information should be collected before and during an onsite visit
regarding environmental compliance (1), environmental manaqement
~ffqctiv.noc~ (2), and othor mattQrc (3) rolatQd to audit
objectives and scope. This information should be sUfficient,

8



A. ~p..lJJ.n1;8rV pi:;clol;;ur13

II. F~~tnrA tn he Considered

the terms "paraon" ana
»u~inccc an" nonprofit

th~t ~t'e relevant to the c ...crc::i~e of enforoement ai302:'ction in Q.

partioular ca~Q. Thi. di~cus~ion is an QxprQssion of, and in no
way departs from, ~he long trad1~ion ot exercis1ng entorcement
discretion. The criteria :set furLll lJeloW' cu,·e intended. only Q3

internal guidancQ to Cal/EPA attorneys. ThQY arQ not intQndQd
to. do no~, and may not be relied upon ~o create a right or
benefit, ~ubstantive or procedural, enfor~~~blc ~~ luw b~ a party
to litigation with thQ StatQ of California, nor do they 1.n 3ny
way limit the lawful lit1qat1ve preroqatives, includlnq clvll or
aam1nis~rQt~ve entorocment aotione, o~ the ~ny Bo~rd ur .
D~pa:rtm~n1: of th'i' Cali-forni", V,rl\'lt rOi'lTnGmtal ProtQction AgQncy.
They are prov1~ed to guide the etfective use oC limited
en~oroement re~ouroeD, and do not dsrive rrom, rind their ~asi6

in, nor constitute any leqal r9ql1ir~mQnt, whQthQr constitutional,
statutory, or otherwise, to torego or modify an enforcement
action or the use of any Qvidenti~ry material.

Finally, ~h1s guidance and the examples contained herein
provide frameworlt for th~ a~termin~tion of whothGr a partioular
ca~e prosQnts th'? typ~ of r.irr:um~t.~nC':~f; in Which lQniQncR would
be appropriate.

Where ~he law and evidQnoe would otherwise Do sUffioiQn~ for
an Qnforcement ~~t.jnn, the Ronrd or DQpa~,ent shOUld consider
the factors contained herein, to the ext¥nt Ul~Y are applicable,
along with any other relovant factorc, in determining whother and
how to procoQd. It must bl? ",mph3~; ~ftd that thQSU2 arQ cncamples of
the types of factors whiCh could be relevant. They do not
constitute a definitive recipe or ch~ckliBt of requirements.
ThQY moroly illustrOllt.e ~l')mR nf t.hA t.ypas of information Which is
relevant to our exercise or entorcemanl. discretion.

It ia unlikqly that any on~ fnctor will DR dispositive in
any given C~~A. All rR1Qvant factors are considered and glvexi
the weigh~ deemed 4ppropriata in the p~rticular ea~o.

The Cal/EPA Board or DQpartment should consider whethar
the person4 m~~Q a voluntary, timoly, an4 complete 41sclo~ure of
the ma~ter under inveetigation. Consideration ahou14 be qivon to
whQthQr ~h0 pQr~on came forward promptly after diccovorinq th.
noncomplianoe, and to the qu~nt1ty and quality 0: in:ormation
provided. Particular consideration should be qiven ~o whether
~hQ diacloGurQ cub=tantially aidod the governmene'c invegtiqation

10
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· . proooec, ana whether it occurred boforo a l~w on£orcomon~ or
regulatory au~nori~y (federal, s~a~G, or local authority) haa
already obtained knowledge regarding noncompliance. A disclosure
ig not conaido1:'od ~o ba "....olunt:nrylf if i:h~t cliGlclogurg ia Q.lro'lcly
specitically required by law, regula~1on, or permit. 5

B. . cOoPQrfttion

The Board or Department should consider the degree and
timeliness of cooperation by tho person. Full and prompt
coopera~1on is essential, whether in the context ot·a voluntary
disclosure or after the sovernment haa independently learned of
the violation. ConliJiuwr~tion should be given 1:0 the viola1:or's
w11l1nqness ~o make all relevant intormation (lncludlnq ~e

complete results of any internal or external investisation and
tho namos o~ all potontial witnossos) availablo to govQrnmgnt
investiqators and regulators. considerat1on Should also be given
to the extent and quality of the viol~tor's assistance ~o the
govQrnment'~ inves~i9ation.

c. Preventive Measures ~nd Compliance Progreme

The Board or Department should consider the existence and
scope of any regularized, intensive, and comprehensive
environmQntal eompliancQ program; ~uch a program may inclUde an
env1ronmental compliance or manaqement aUdit. particular
consiQera~ion should be given to whether the compliance or audit
pro9ram includos sufficient moasure. to identify and p~@vQnt

luture noncompliance, ana Whether the program was adopted in qood
f~ith in a timely manner.

Compliance proqrams may vary, but the tollowlnq questions
should b. asked in evaluat:inq anr program: Wae there 4 stronq
institutional policy to comply w th all enviro"m~nt.~]

requirements? Had safequards beyond those requ1re~ by existinq
law been developed and implemented to prevent noncompliance from
occurrinq? Wore thore roqular proeedurQa, including intQrnal or
external compliance and manaqement aUd1~s, ~o evaluate, detect,
prevent, and remedy circumstances like those that led ~o the
nonoompliance? Wore there procodurQa and safoquardg to Qn~urQ

the inteqrity of. any audit conaucted? Did the audit evaluate all
~.uurc.:t.'s (I.e 1.Jullullull (..l.:...!t..:., '1:\11 mttdiA), includinq the poli:RibUity
of gro;Q-media tran;fer, of pollut~nto? Waro tho audi~or'o

S For examplQ, any party, wi'thout roqarc! to in~oDi: or
neq11qence, respons1ble ror ~fte discharge or threatened disCharqe
of oil in marin. wa~.rs ,ha11 ropor~ th. discha~. ~o ~h. Of~ice o~

F.mArqQncy ~ArV;C':R~ who, in turn, notifiAA t.ht:\ public llgAneies
l:lfft!ctf.!Q by the spill, inclUding the reqional water quality control
board havin~ jU1:'i~dietion ovor ~h. looation of tho diGchar~od oil.
(Gov. Code, § 8670.";.~.)
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rooommc"QQ~ionc i~ple~cn~cd in Q ~imely fQ~hion7 Were AdequA~e

resources comm1t.tQd t.n t.hp. ~nditi"q ~rngr.:Jm ;tnd to implel'1c':!fttinq
its l'ecollllU~ndClLluIl::i? Wus environmental compllance a standard by
~hioh employee and oorpora~e Qepar~men~al performance WQG jUQqcd?

o. AUU,Ltlumtl Taylurs Which May Be Relevant

Pervasi~e noncomplianoe may indioate systemic or repeQted
participatinn in nr r:nndnn;tti.on of m:-i1l1inal bel,tWior. It may
al~9 lndlc~te the lack ot a meaninqtul compliance program. In
evaluatin9 thiQ tactor, the Board or Dopartmont ehould
consiaer, .among other ~hinqs, ~he number ana level of emp~oyeQs

participating in the unlawful Ilctivities and the obviousness,
s9riou~nQss, duration, history, and rrequency 0: noncomp11anco.

2. Internal Disciplinary Action

Effective internal disciplinary action is crucial ~o any
complianc;e program. Tllt!s Board or Department should cUlIsiuur
whothQr ~horQ wa~ an offoctlvQ systom of disoipline for
employees who violated company environmental complianc~ policisa.
Did the disci})lincst·y l:iy~Lt:Sm f.:SlSl.csUlilSh dO aWartsuf.:SI,iS .In other
omployooe ~hat unla~ful conduct would not bo condonod?

3. Sub~~quQnt Complianco Efforte

The Board or Department should consider the extent o~ any
efforte to remedy any ongoing noncomplianco. Tho promptnoeg and
completeness at any action taken to remove the source of the
noncompliance and to lessen the environmental hazard resultin~
from thQ noncomplianco chould bo coneidorod. Con=idorablo w01ght
should be qiven to prompt, qood-talth efforts to reach
env!rolUuental (;'llupliduc.;~ ClY~'et:ll1Jents with federal or state
~uthorities, 'or both. Full complianco with ~uch _groementa
~hnuld hA a fHctnr 1n Any dA~i~inn whether to in~~i~u~R Hn
Antnrc~mAnt ~r.tin".

TTT. Annl1SAtinn of ThARf Fa~tnrs to Hyngthgt1cft1 ExampJASG

Theme 9xamplo£ arc in~ondod ~o accict Aq_ncy porconncl in
~eir exercise of discretion in avaluatinq Rnvironm.ntal CH~.R.

Th. situatiolls, or CUU,,"»... , P""V»Wllt iii w1u.. vari"ty g~ ~ac:t.

patterns. Thoroforo, in a qivon oaGO, Gomo of the cri~eria may
be sat1sfied whl1a o~hers may noe. Moreover, satisfaction ~f

tl Whtle this policy app11QIi to oon l11fHviclual~ and
or9aniza~ional viol.~o~., ~h.c. example. ~oou. par~ioul~r~y upon
~ituation~ involvinq organiza~ions.



variouG cri~ori~ m~y bo ~ m~t~or of d09rooo Conaoquontly, ~ho

etreet ot a given mix or tactors also 1s a matter ot degree. In
the ideal 3ituntion, if a company fully meets all of the
critori~, ~ho ro~u't. ~AY ho A doei~i~n no~ too +'ak~ ~n Qnforo~mgnt

action aqalnst that company. Even it satisfaction at the
criteria is not complete, still the company may benefit in terms
nf nn9rnn nf. n"fnr.~nm~n~ roopon~o by tho 90vornmont. Tho
tollowing hypothetical examples are intended to illustrate ~~e

operation of these guidelines.

Example 1:

This is th@ ideal cas@ in ~.rms of criteria sati5¥~~ion nnd
t.:un~~qu~nt ~n.cuL°c,;~1U~nl. 1~111ellcy.

1. Company ~ reqularly conducts a comprehensive audit of
its compliance with environmental requirements.

2. The audit uncovers information about employees'
disposing of ha~ardous wastes by dumping them in an
unpermittea location.

J.. Au int~l:lIcll c,;UlIII./CllIY iJlv~:o.;tigation conril'W::,; tlle «uuit
informwtion. (Depending upon thc naturc'of tho ~udit,
this follow-up 1nvestiqat1on may ~e unnecessary.)

4. Prior to tho viola~ionc tho company had a cound
compllance proqram, wnich 1nCluaea Clear pOlicies,

employee training, and a hotline for suspeoted
v1oJ.at1ons.

5. As soon as the company confirms thQ violations, it
discloses all pertinent informat1o:,1 to the approprlate
quve,t°lUutsut ,uJeuey; .it UJldertc1lkes '.;ompliance planning
with that ag'ency; and it ~rrico Qut oatiGfaotory
rAm~dt~t1on m.a~UTQ~.

6. The oom~any also undertakes ~o correct any fulsa
infn'Ml1~t.inn P"'~Vi(,)UAly ~\Jhmitt:ad to tha govarnmant ira
relation to the violations. .

7. Tnt~Tn811y the cnmp8ny di~ciplinQs thR Rmploy••s
actually involved in the vlcltlt.lUll~, lnclLlcHng Clny
supervi30r who was lax in prcvcnting or detocting tho
activi.ty. ~Uso, thQ company revie~ its compliance
pL'ugrcun Lu delermine how the vlolCl t.lgns slipped by Clna
corrcctr. the wcaknecccc found by that review.

s. The company discloses to the 90vernment the names of
thQ gmploYQQg aotually rQQPongiblQ for thQ viola~ione,

an~ i~ coopera~es w1~n ~nQ qovernmant ~y prov1~1nq
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Example 2:

documentation necc~GQrj· to the invco~i9Q~ion of thoae
perl;ons:

For e=-:amplo, if tho company haa ~ long hic1:ory of
noncompliance, ehe compliance au~1t was done only under pressure
from reguletor., and a ~im.ly audi~ would have endod ~o viola~iono

mu~h ~oon~r, thosp. circumstaneoc would bo considarQd.

BocauQQ an omployQQ has throatQno4 to roport a
viola~ion to ~ne 'au~orities, the company is afraid ~he

investiqators may begin looking at it. An audit is
undortakon, but it focucoc only upon tho particular
violation. 19noring the POSSiDility that the violation
may be indicative of widespread activities in the
organization.

After completing the audit, Company Z reports the
violation~ di~covQrQd to tho governmont.

l'h~ \';"JlI~einy hdU ei c;umfJlic!ulce pl'oqram, but it was
QffQo~ivQly no morQ than ~ colloation of paper. No
error~ is made ~o dissemina~e its conten~, impress upon
employees its signiricance, train emplofees in its
application, or ovorCQO itc implomentat10n.

Even after "discoveryll of the violation, the company
maxQG no offort to utron9thQn ita complimnco
procedures.

The company make~ no effort to come to terms with
rQquIBtors TaqBrdinq .its violations. It resis~s any
l"fI!meditll work t1nd ret.'ust.!l» Lu lJdY any monetary
uanctionc. .

J3l1caU5Ci1 o~ thcr :loncompllance, lntormatlol. lIubmltt.d to
rogulatoro over the yearc hac boen matori~11y

in~ccllr.atp., paintin!] a substantially ft.llse picture of
the oompany's true com~11ance situation. Tho company
faila to toke ony atepa to corroct thnt inQccuZ'Qoy.

2.

3.

4.

5.

6.

At the opposi~e end of the scale is company z, Which mQQts
few of the (;1; i teL· lei. Th~ llA~llhuuu u( enforcement ItsniWlcy,
th8reforQ, is rQmotQ. company Z's circumstancQs may include any
of the following:

Under theoe circumotQnce~ Company h would c~andQ SOOQ
chance o~ hAing f~vor~hly cnnsid~r~d for An~nT~AmAnt. leni~ncy.

The deqree of any leniency, however, may turn upon other relevant
faQtor~ not ~pQ~ifiQally dealt with in these ~ideline~.7



7. The comp~ny QOC~ not coopcr~te with re9ulator~ in
idQntifying those employees (includinq manaqers) who
actually were involved in the violation, and it resists
cH:scle,,;surc e,,! any Yuc.:WI1c:::n\;.:::t ~'c:::lutin9 either to the
viol~tion~ or to the rgsponaiblQ ~mploYQQg.

In the;,u clrc.:Llm;,t.unc.:c.:u lc.:II!<,lUUy ia unlikely. The only
positiv~ action i~ ~h~ ~n-~~llAd ~udit, hut that was ~o narrow.ly
focused as to be of questionable value, ~nd it W~~ undertaken
only to heJad o~r a pQ£elble .i-nveut.J.9Clt.,Lon. othel'wisa, tbe
company dAmonAtratQd no qnod faith either in terms o~ compliance
efforts or in assistlnq ~he guverrunent in abtaininq a. .cull
undor~tan41nq or the violation an4 41scovering its sources.

Nonetheless, these factors do not nece~~~rlly Q~su&e Heeking
a oriminal prococu~ion ot company~. As with ~ompany A, above,
othc:l'l'" C':j.T.'cnTll~t.~nC:AA TIllty ba prQ~Qnt Which affQct 1"..hQ balancQ for
consideration. for example, the e!fttcl. uf th~ viola.tion (because
of eUbctanco, duration, or amount) may DO ~uch ~hat prosecutora
would not consider it to be an appropriate criminal case.
A\bninistl'~tiv~ UL' civil proceedings may be considered 11 mare
appropriato reaponGQ.

other EXI1Eples:

~etween these extremes there is a range or possibilities.
The presence, absence, or degree of any criterion may affect ~he
QxercisQ of diRcretion. Below aro some examples of
S1uch affects: .

1. In a eituation otherwise similar to that of Company A
abova, Company B performs an audit that is very limited
.in :icupe elml pL'ubClbly I:erlects no more than an effort
to ~void an enforcement action. Despite that
backqround, Company B 1s cooperative 1n terms or bOth
J:trinqin9,itsel.f into ~omplia~ce ana providin9
1nformatlon regarding the er1mG and it~ p.rpQ~ratorc.

The result could De any or a number of ou~comes,

includinq enforcement of a lesser violation or a
dQciaion to enforcQ &9ainst the individual~ rather than
the company.

2. Again the cituation i£ eimilar to Company A'g, but
Comrany ~ rf;\fU(CIA~ t.n T.Avt=lal any information rQqardinq
the individual violators. The l!kellhood of the Board
or Dopartmont c~ekin9 to proeecu~e the company
crimi.na lly are substantial.ly increased.

3. In anothQr situ~tion gimilar to Company A'e, Company D
chooses ~o "s1~ on" the audit and take corrective
action without telling ~e gov.rnm.n~. Tho 90v.rnm.n~

Ip.ii\t"n~ of th~ ~itllat.ion month~ a.,.. yAl.tr!' 8ftf!l'!r t.h#!l fltc1:.
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A complicQtins fact here i~ thQt environmen~al resulctory
programs are sp.lf policinq: they include a substantial number of
reporting requirements. It reports which in tact presented ralse
inform~tion ~rc ~llo~cd to otond unoorreoted; the reliability of
thi~ ~yF;'tAm ;~ undArmitlAd. 'T'hp.y t'll!=:(') n!;s¥ lead to adv,Ar,;~ ;lnd
unfalr lrnpacts upon other members of the regulated community.
For example, Company 0 failed to report discharqes of X
contaminan~ into a municipal sewer system, disCharges that were
terminated as a result or an auclit. The sewer authority, though,
knowins only that thQrQ havQ bQQn QXCQssivQ loadings of X, ~~t

not knowinQ that company D was a source, tiqhtens limitations
upon all known sources of X. Thus, all of those sources incur
additional tr~atmQnt QXPQnsQs, but Company D 1& unatfGctud.
Had company 0 revealed its aUdit results, the other companies
WQulc:1 not have surret'ed UUllecessary expenses.

In some si~uations, moreover, tailure ~o repor~ is a
crime. (See, Gov. Code, S B670.64{c) (l).) To illustrate the
ot£oe~ of this factor, concioQr company ~, which conducts a
thorough audit and tinds ~hat hazardous wastes have been disposed
of by,dumpinq them on the qround. The company cleans up the area
and ti9hton~ up it~ comp!iancQ program, bU~ dOQ~ no~ rovoal ~ho

s1~uat1on to requlators. Assum1nq ~hat a reporta~le quan~1ty ot
a hazardous substance was released, ~he company was under a legal
obligation undor GovQrnmQnt CodQ 9Q~tion aG70.G4(e){1) to rQport
that release as soon as it had ~nowledge ot it, thereby allowing
regulators the opportunity to assure iroper clean up. Company
E'c knowing failurQ to rQport that rQ Qa~Q upon lQarning of it is
itself a felony.

In tho casos of both Company D and Company i, consideration
would be given by regulators tor remedii'lJ. efforts; hence
enforcement of fewer or lesser charges ~~qht result. However,
bocause Company D's silonce adver~el~ affoctod othors who aro ,
entitled to ra1r regulatory tr~atment and because company E
d9priv~d those lC9ally re5pon$ible for evaluatinq ~leanup needs
of ~he ability ~o carry ou~ their funetiong, ~hQ likQlihood of
their totally escaping the initiation ot a criminal prosecution
is significantly reduced.

4. company 1"'S situation 1s similar to that at company B.
Rl"IW!=rVAl', wiU, ,tiI\)~t'c:1 \:(~ the vitriou$ violations shown by
tho audit, it oonoentrates upon oorrecting only the
easier, Less expensive, less significant among them.
Its lisckcu.l• .i.wlc.:.. l -',pP"'Ulilc.:ll to" c.:u.r:.r:wc.:llon dOQS not male"
i~ a Gtron9 candidate for leniency.

S. Com~any G is similar ~o Company D in that it p.r~orms

~n i'tudi,t: and finds violations, but doos: not bring thcrm
Lv Lhe government's attention. Those violations do not
i"v~lv~ failur9Q ~o oomply wi~h roportin9 re~uir.mon~••
The company unde:trt~kA~ a ~Toljr"'tll nf gradually
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, .

oorrocting itc viol~tion~. Whon ~hQ 90vornmQnt loarn=
of the situation, company G still has not remedie~ its
1II0~L ~i9niri(';C'.I.nt violations, bu.t claim that it
cer~ainly plannod to gQt to ~hom. Company C oould
receive some consideration tor its ettorts, but its
failure to disclose ana the slownes3 of its remedial
work p~obBbly meRn tha~ it e~nnot ~xp~et a ~ub~tantial

degree of leniency. .

G. Compr.h.nsiv~ audit~ ~re ~~nAiderQd pOQitivQ Qffo~~

toward good faith compliance. Huw~ver, ~uch ~uaits are
not indispen~able to enforcement leniency. Company R'g
situation i~ ~~~~n~i~11y identical to that of Company
A, except tor the tact that it cloes not ulldertaks a
comprehen~ive audit. It doea not have a formal audit
pro<Jcam, but, 0:\1:' (Jitt't of its efforts to ensure
compliance, does realize tbat it is committing ,an
environmen~Ql violntion. It theroafter takee steps
(It:hF.'rwh~R idRntical, Lo Lhose (I! Compi:lny A in teXltls 0:1:
compliance ettorts ~nd ~uuperation. Company.H is also
a likely candidate for lenienoy, j.ncluding pOGsibly no
r.:rllT11n~1 P"'(,)~AC':u1:.1on.

In SU~, mitigating effort3 mwdo by the regulated community
will b~ r.~~nqn1~Ad ~nd Qvaluated. Wh1le Cal/EPA canno~ qran~

immunity trom prosecutiun, unly d uistrict attorney, attorney
genernl or Q city Qttorncy C3n mako euch promisQs, c~l/EPA can
maka rQcommendatlons based on ~ne 8Dove crl~erla. ~ne qrea~er

the showing u£ good 'raith, the more likely it will be met with
lenioncy. Converooly, the Ieee good faith Shown, tho lose likoly
that Qnforcement dlscretlon Will tena towara lenlency.
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Industry's Role

• Voluntary

• Proactive

• Setting Example Worldwide

• Promotion

• Training

• Global Environmental Management Initiative
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Citizen's Role

• Valdez Principles

• Community Right to Know
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MULTINATiONALS' AUDIT PROGRAMS
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MULTINATIONALS' AUDIT PROGRAMS

• 3M Company

• U.S. Minerals-Based Company

• Atlantic Richfield Company

• General Motors

• Royal Dutch/Shell Group
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ISlued: 2 Jan 115
Reissued: 20 Dec gl

*

1981

To measure and ensure tha procedures, practices and programs comply
with environmental regulations and 3M corporate policies

* Identify potential environmental problems
* Keep top management infonned on compliance issues.
* Manage beyond compliance

Program managed by Auditing Supervisor who reports to EE&PC Vice President
through the quality Assurance Manager•.

Working as a team, the facility and EE&PC personnel strive to identify all the
environmental concerns at the facility.

Environmental multi-media and management systems revie~ at 3M facilities.

Facilities are audited every one to four year depending.

One to three people; varies from one to four days per facility.

Checklists used as guide to help identify areas of concern.

All audits are perfonr--tt under legal direction with the AUomey-Cftent Privilege. A
fonnal, written repcl. .~e auert Is Issued to top management and to the corrective
action team.

PROGRAM ESTABUSHEO

PROGRAM OBJECTIVES

AUDIT~OBJECTIVES .

ORGANIZATION

SCOPE AND FOCUS

AUDIT FREQUENCY

AUDIT METHODOLOGY

REPORTING FINDINGS

TEAM SI2E AND DURATION

REPORT TlMlNG

REPORT CONTENT

REPORT DISTRIBUTION

EXIT NEETING

CORRECTIVE ACTION AND
fOLLOW-UP

3M Company

ENVIRONMENTAL AUDITING

TRACKING AUDIT FINDINGS

Executive summary report stating what was {ound (positive and negative).
·recommendations for Improvement.. and timing on the corroctlve-folfow.up process.

Foi11U1l report issued from Gerneral Counsel office within tow weeks of the
completion of the auell.

Umlted to facility Manager. EE&PC; Manager and OMson Contact. Manufaduring
Director. Division Vice Pmsldent. Government Compliance Audit Department. 8fk:l
EE&PC AUditing files.

A draft report Is reviewed at the site by ~c1"ty and EE&PC pemonal at the
conclusion of the audit

Facility and c;orpomte gnvironmental staff select target dates and assign
coordinators for gach audIt finding. Facility manager Is responsible for corrective
action and follow-up process.

Audit computer tracking (ACT) status reports issued on open aucfrt findings every 39
days to EE&PC dMslon contact and facility manager until ull audit findings are
corrected.

AUDIT WRAP-UP Ldt(1(~ to manufaduring director indicating aU audit findings oompIeted. Sufvey

__________1sent to facility managetS for their assessment of .....rting procesa.



3M Company's Auditing Program
O.-utside the U.S.

Evolving Program • 2 part Strategy:

• Conduct Environmental, Health and Safety (EHS)
Management Systems Reviews at Locations IIOutside
the U.S.II (OUS).

• Review Team Consists of Corporate Environmental,
Safety and Industrial Hygiene Staff.

• OUS Site Periodically Uses EHS Compliance Checklists
in Self-Assessment Reviews.
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Environmental Compliance Audit Program

Organization: Corporate Environmental Affairs

Reports to General Counsel

Staffing:

Scope:

Coverage:

Team Size:

Duration:

Approach:

Reporting:

u.s. Minerals-Based Compan~

Team leader is operational manager

Team members are division/location environmental

managers/coordinators

Air, water, waste management, USTs, PCBs

Facilities are ranked by risk and audited at frequencies
between once every two years and once every five
years

Three to five members

Five days

Questionnaires

Protocols

Computerized procedures to verify compliance

W9rking papers

Written reports to

Facility vice president and general manager

Division president

Legal

Environmental affairs
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Environmental Review Program

Staffing: Rotating team

Organization: Program run by corporate environmental services group

Air pollution control

Water pollution control
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Team leader and members selected from pool of middle
managers

Solid and hazardous waste management

Each major facility audited at least once every four years

Three to four managers from other operating compa,nies
plus corporate environmental advisor

Ten days

Audit against internal criteria

Comprehensive environmental review procedures
manual

Pre-review questionnaire

Extensive interviews

Records review

Atlantic Richfield Compan!l

Emergency drill

Scope:

Coverage:

Team Size:

Duration:

Approach:



Environmental Review Program

Atlantic Richfield CompanticontinUedl

Reporting:

Program
Evolution:

Written report includes both

Findings and recommendations
Facility's Response

Sent to

Facility manager's supervisor
Operating company president
All interviewed levels of management

After several years of conducting corporate reviews,
decided to

Delegate review program to operating companies
EstabHsh corporate audit program
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General Mot.QrS

Industrial Environmental Performance Review

Organlzstlon: Separate group within Plant
Environmental Department of the Environmental
Activities Staff
Reports to Manager, Plant Environmental Audit

Staffing: Nine full-time auditors

Scope: Air quality
Water quality
Hazardous and waste materials handling
Energy conservation
Certain occupational safety and health related topics

Coverage: Review all manufacturing plants within a four-year cycle

Team Size: Two- to four-person leam, depending on size of facility

Duration: Generally five days; large facilities, ten days

Approach: Detailed checklists
Informal interviews
Review of records, procedures, and test data
Physical observation of plant operating situations
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Royal DyJch/Shell Gr01Jp

EI11Vlrr l1mental Audit Prtl9~"am

Organization: Audits requested by operating companies are
administered through Central Office Environmental
Affairs (Service Company)

Staffing: Rotating team comprised typically of members of
Environmental Affairs. members of relevant functionar
groups (e.g.• Manufacturing. Chemicals. Exploration.
and Production), environmental staff, member from
comparable location, and a representative from the site
being audited

Scope: Air pollution control
Water pollution control
Special wastes
Drinking water
Soil and groundwater

Coverage: Each major fa,cility is encouraged to be audited at least
every three to five years

Team Size: Four to eight people

Duration: One to ten days depending on size



Environmental Audit Program

Ro~al Dutch/Shell Group...{conJinuedl
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Audit against applicable ,'agulations, internal policies,
and management standards

Broad guidelines established for identifying topics to be
covered during each audit

Staff interviews

Kick-off meeting with senior management at the site

Draft prepared on site and presented at the "wrap-up·
discussion before leaving

Pre audit information package gathered and distributed
to team

Full report prepared within one month for operating
company management that requested the audit

Site management develops the plan to address the
findings

Approach:

Reporting:
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FUTURE OF AUDITING



FUTURE OF AUDITING

• Will Become a Worldwide Activity

• Will Become a Standard Environment, Safety and
Health Management Philosophy

• May Get Included as Part of ISO 9000

Increased Use of Auditing as an Enforcement Tool

• Trend away from Compliance Auditing and
towards Management Systems Reviews
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