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Environmental Auditing Workshop
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®  Definitions
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® Auditing as a Management Tool
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° Administrative

[ Information Desired Before the Plant
Visit
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Scope and Responsibilities




Day 1 (continued)
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12:00 Lunch

Exercise in Deveioping Protocols and
Questionnaires

Interviewing Techniques and Skills
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Role Play: Interviewing

Adjourn
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Due Diligence
Liability
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Auditing - a Different Perspective
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e  Confidentiality
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Future of Auditing

Wrap-Up, Evaluation and Adjourn
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OVERVIEW OF AUDITING

®  Definitions
®  Variety of Terms
Historical Perspective

Auditing as a Management Tool




Definitions

U.S. EPA Poiicy 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

. Intenal evaluations by companies and governmental
agencies to verify their compliance with legal requirements as
well as their 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 industrial
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.




Variety of Terms

Audit
‘Review
Survey
Surveillance
Assessment
Evaluation

Inspection




Some U.S. Companies Developed Internal Auditing Programs
in the 70’s to Respond to Complex Environmental Laws and
Increased Company and Personal Liability of Corporate
Officers :

The SEC Decision on "Love Canal"

Formation of the Environmental Auditing Roundtable in the
Early 80's

Development of the Federal EPA Auditing Policy Statement in
the Mid-80's

Formation of Environmental Auditing Forum in the Mid-80's

Proliferation of Environmental Assessments, Due Diligence for
Property Transfer Activities in the Late 80's

Issuance of a Position Paper on Environmental Auditing in the
Late 80’s by the International Chamber of Commerce |

Development of the California EPA Auditing Policy Statement -
in the Early 90's |

Currently, Auditing is Regarded as a Good Management Tool




Auditing as a Management Tool

Assuraiice to Senior Management
Assurance to Shareholders
Ease of Public Disclosure Requirzments

Systematic Evaluations of Company’s Environmental
Liabilities

Independent issue Identification

Independent Compliance Assurance
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BASIC AUDIT PROCESS

° Pre-Audit Activities

° On-Site Activities

o Post-Audit Activities




Planning

Scheduling

Team Organization

Necessary Approvals

Pre-Visit, if Necessary

Develop Protocols and Questionnaires




On-Site Activities

Meeting with Plant Personnel

Scheduling Interviews

Review of Documents and Records

Site Inspection

Debriefing

Developing Working Papers

Developing Findings




Post-Audit Activiti

[ Exit Interview with Plant Personnel
Team Coordination

Develop a Report

Obtain Necessary Input

Prepare Final Report

Follow-Up




PRE-AUDIT ACTIVITIES




PRE-AUDIT ACTIVITIES

Administrative

Technical

Information Desired Before the Plant Visit
Developing Protocols and Questionnaires
Scope and Responsibilities

Pre-Audit Questionnaire

Sample Protocol




Schedule Audit Dates, Times, etc.

Select Team Members

Confirm Audit Schedule

Make Travel Arrangemehts

Schedule and Obtain Appropriate Facility
Personnel Involvement




Technical

Request and Obtain Background 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




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 Licenses

®  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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ngglgpinq 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




Er.vironmental Audiit
Team Leader Responsihilities:
. Organize
. Plan
Select Team Members
Assign Responsibilities to Team Members
Schedule Interviews
Coordinate with the Facility Management
o  Obtain Appropriate Clearances
. Finalize Audit Report

Team Member Responsibilities

o Gather Pertinent Information with Resbect to the
Auditor Assignment

Develop Protocols and/or Questionnaires




Pre-Audit Questionnaire

General

o060 000

Company Name
Address:

Phone Number

Facility Name:

Facility Manager:
Environmental Manager

Site Characteristics

° Can the area surrounding the facility be described as:
a. Commerical
b. Industrial
C. Residential
d. Agricultural
Topography
o Can the area surrounding the facility be described as:
a Coastal
b. Mountainous
C. Desert
d. Valley
e, Flood Plain
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
e Do you quantify emissions
Wastewater
° Do you produce wastewater
B ‘Sanitary '
Process

Stormwater Runoff
Other

YES

NO

N/A




YES NO N/A

. Do you discharge process wastewater into
river
~lake
sewer
other

o Does stormwater runoff discharge into
river -
lake
sewer
other
' o Do you treat wastewater on site
sanitary
process
stormwater runoff
other '

] Do you monitor wastewater discharge
o 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

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
e Do you have an emergency evacuation plan

9. QOil spill contingency plan
o Do you have an oil spill contingency plan

10. Do you have a waste minimization program

11. Do you have a recycling program




§' ample Prgtggol

Does the facllity treat or dispose of any hazardous :
wastes, including containers, by means of incineration? Yes No___

Section A: RCRA Requirements-40 CFR Parts 264; 265, Subpart 0 (May 19, 1980)
Answer Answer based on Working Paper Ref.
YES NO N/A ing Obs  Test

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

if yes, does the analysis include at
least the following?

(a) Heating value of the wastes e
) (b) Halogen and sulfur content B

(c) Concentrations of lead and
mercury in the wastes

(d) Anything else —_— e e [ = e c—

2. Are waste analysis results made
part of the operating record of the

facility?

3. Does the facility incinerator have
instruments that relate to the
following aspects of combustion and
emission control?

(a) Measurement of waste feed rate

(b) Measurement of auxiliary fuel flow
rate '

(c) Measurement of air flow rate
(d) Measurement of combustion

temperature

(e) Measurement of scrubber flow — o m——  — — ——

() Measurement of Scrubber pH —_— e e | — o e

(Q) Pressure measurements through- .
out system — —— e | o— — e

4. Are the above instruments

monitored at least every 15 minutes
when hazardous wastes are being _— e e | — e
incinerated?




EXERCISE IN DEVELOPING
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EXERCISE IN DEVELOPING
PROTOCOLS 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 site 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.
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INTERVIEWING TECHNIQUES AND SKILLS

®  Role of Interviewing in Auditing

e  Approach to Interviewing

. Scheduling an Interview
. Conducting of Interview
. Closing an Interview

e  Situations to Avoid during an Interview

Arguments
Debates
Political Questions
Coming Across as a "Knowe-it-All"
Coming Across as “Arrogant”
* Using a Tape Recorder

e e o v o o

[ Difficult Interview Situations

The Interviewee Digresses

The Interviewee is Argumentative

The Interviewee has *Yes" or “No" Answers
The Interviewee is Hostile

The Interviewee is Non-Cooperative

25




ROLE PLAY: INTERVIEWING




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 in existence at the plant.




Pla'nt Manager’s Inlgtru'gtigng

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 recently (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 monitoring records are kept at the plant engineer’s office.




Auditor’s Instructions

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 'Iicerises, permits, if any
e thoroughness of the emissioh inventory
method of quantifying the emission inventory
training of personnel
frequency of monitoring

calibration of equipment.




Observer’s Instruction

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.
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ON-SITE ACTIVITIES
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ON-SITE ACTIVITIES

®  Opening Meeting
e  Plant Tour

e  Exit Meeting




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




Plant Tour

Interviews During Plant Tour
Observations

Working Papers




Exit Meetin

Discussion of Findings

Resolution of Facts

Schedule of Reports to the Facility

Report Distribution and Ultimate Disposition
of the Report

Follow-Up Activities Discussion




ROLE PLAY: ON-SITE ACTIVITIES




ROLE PLAY: ON-SITE ACTIVITIES

You are about to conduct an audit of a cement plant. The audit is
scheduled to begin next Monday at 10 A M. You are supposed to meet
with the plant personnel at 10 A.M. You have all the necessary
information to conduct the audit.

The audit scope includes review of air, wastewater and hazardous waste
management activities at the plant. You are complying with the mandate
of the company that all company operations should be carried-out in an
environmentally sound manner. This audit is being conducted as per the
instruction of the company attorney at the direct suggestion of the
president of the company. The audit report, once completed, will be
reviewed by plant personnel for factual information and the company
attorney for proper language in the report. The report will contain target
dates of completion of action plans as agreed to by the auditors and the
plant manager at the exit meeting.

Your team consists of an expert in air quality, wastewater and hazardous
waste management.




Team Leader’s Instructions

Your role in this exercise is to introduce yourself and your team members
to plant personnel, and explain to them the scope and objective of the
audit and the overall audit process - from the on-site tour, to the exit
meeting, to the finalization of the report.




Plant Manager’s Instructions

Your role in this exercise is to explain the facility operations, introduce
plant personnel and answer the questions presented to you by the audit
team members.




Team Member's Instrug' tions

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.
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POST-AUDIT ACTIVITIES

®.  Working Papers

®  Report Writing




Working Papers

L Purpose

[ Format

° Disposition




Report Writing

Importance in Auditing
Format

Distribution of Copies
Record Retention

Importance of Presenting Facts and Not
Opinions




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 Seml-CoIons
and Colons

Proofread Carefully

Summary




Organize and Wri
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 |

®  Rewew 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

®  Wirite in plain, direct language, in the present tense

®  Make no revisions as you draft

®  Tryto complete your dra't in one sitting

Step 3: Cool

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

Step 4: Revise

® - Edit your draft, checking organization, language and grammar

[ Proofread
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Organize as You Go

As you conduct your investigation in the Plan phase of the writing

process, sort the data you gather into toples. 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 outline form,

rather than in rambling descriptions. The following example shows the
difference:

Poor

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 dafinition 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
communication 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.
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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 space"
according to definition. Entry procedures do exist for
this area, but these procedures are not complete if the
area is indeed a “"confined space”.




State the Facts - Just the Facts

The statements in your Assessment.Findings should be purely factual,
with enough detall 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.




nd Wor

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. ..




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

generallzations and vague statements. The following example shows

the difference:

Poor

The hearing conservation program is incomplete.

Better

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




Avoid Interpreting Data

or Drawing Conclusions

In addition to avoiding vague statements, avold 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.




'Pf' ive Statement

Statements which attempt to persuade must be avoided as well. Here

are some examples:
Poor

It is very important that Management make audits and inspections
of facilities, operations, and personnel. -

Better

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

Poor
Management must start enforcing operator procedures.
Better

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




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

posslble.
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).




Avoid Using Names of Individuals

Use Job 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.

Battor

On-site medical personnel lack training in the cleaning and
maintenance of respirators.




Avoid Problem Phrases
and Words

Some words imply judgement, carry emotion, or are extreme, and these
should be replaced by words that are non-judgmental or are used as
“‘neutral” 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 fanks 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.




Avoid Prgb' lem Phrases
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 arisk 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.

\.




After you have finished your draft, then let the draft “cool” for a
period of time, until you are ready to edit and proofread your
document.




Edit Your Work

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

checklist will help you edit:

Have | met the needs of my recipients?

Is my purpose evident?

Have | organized the information in outline form?

Have | avoided interpretation, summary, persuasion?

Have | used non-judgmental statements?

Have | avoided emotion-carrying adjectives, legally-problematic
words or phrases?

Have | been clear and concise?

Have | cited the appropriate regulation, policy or good management
statement?




Edit your Work (ggntinugd)

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

Seritenice fragments
Rule: Every senterice must contain a subject and a verb.

Poor: Not enforcing operator procedures.

Better: Responsible personnel are not enforcing oparator
procedures.

Rule: Every sentence must make sense by itself.

Poor: System to upgrade air permits.

Befter: Thereis no system for Upgrading air permits.

Run-on or fused sentences

Rule: Two independent thoughts must be joined with a
conjunction or with a punctuation mark.

Poor: 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 accidants 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.
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-V'r'Di reemen

Rule: The subject and verb should agree in number

The entry procedures does not address all aspects of
confined space entry.

The entry procedures do not address all aspects of
confined space entry.




Avoid Misplaced Pronouns

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

Poor: When site personnel consulted management, they were
certain the repair would be completed by noon.

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

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

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: Use commas to separate ltems in a serles. ltems may be
words, phrases, or clauses.

Poor: There is no formal system for evaluating new and
modified equipment and processes prior to design
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.

Poor: There is no procedure outlining the schedule for training

new operators, training documentation is not compiete.

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

Rule: Use colons after introductions that suggest a list of items
is going to follow.

oor; 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.

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.




Proofread Carefully

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-left 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.




Sum ma:y'

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 procesé to write more effectively 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.

State 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. :




Summ

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 beiow 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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AUDITING - A DIFFERENT PERSPECTIVE




A!J;D‘I'.I'ING - A DIFFERENT PERSPECTIVE

Waste Minimization
Property Transfer Audits
Due Diligence

Liability

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, including its design,
production, packaging and ultimate fate in the environment.




Wh Prev

“There are significant opportunities for 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 costs as
well as help protect the environment and reduce
risks to worker health and safety.”

- 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
poliutants, or contammants

Pollution prevention includes such techniques as toxics use reduction,
raw material substitution, process or equipment modification, product
-redesign, training, improved inventory control, production planning and

sequencing, and better management practices.
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Waste Minimization (continued)

®  Purpose
. To minimize waste and pollutants duiing the life
cycle of the product as it goes througi the
process.
®  Historical Perspective
. Various Laws in the U.S.

o Economics




Waste Minimization {continued)

e  Waste Minimization Hierarchy

Pollution Prevention
Source Reduction
Recycling

Treatment and Disposal
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POLLUTION
PREVENTION

WASTE
MINIMIZATION

POLLUTION
PREVENTION
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RECYCLING J
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- IMPROVEMENT
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Waste Management

WASTE

REACT
TO IT

- LEAD IT IN THE
DIRECTION YOU
WANT IT TO GO

1




Minimization ntin

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 Storag2 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 Alterations/Reformulations

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-site or off-site. On-site recycling, however, is
preferable because of increased control over tne process.
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Minimization ntin

Establist.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/ar Individual Level
Awards Programs

Establish Procedures to Track Progress
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Waste Minimization (continued)

Waste Minimization Audits

Compiling an Inventory of Waste Streams and
Generation of Waste .

Formulating a Range of Potential Solutions to
Eliminate their Generation

 Prioritizing the Projects for Implementation

Screening the Feasibility of the Various
Alternatives Based on Economics and Technical
Criteria

Making Recommendations to the Management
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Compiling Inventory

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

Formulating Options

Improved Housekeeping

o Material Substitution

o Process Modification
. Recycling and Reuse
. Equipment Redesign
Prioritization

o Potential Criteria

- Volume, Toxicity and/or Mobility
Considerations

Waste Management and Disposal Costs
Safety/Health Risks

Ease of Implementation

Estimated Cost

Technical Feasibility
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Wastg Minimization (g' ontinued)

Screening of Options - Technical and Economic
®  Technical Considerations include:
. Effect on Product and Production
«  Space and Utility Requirements
o Reliability, Maintainability and Availability
® 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 Relatively Low-Cost
Pollution Prevention Projects I

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 of waste. A heightened awareness is a vital
prerequisite to changing old waste generating practices.

2. Improve housekeeping practices, as well as cperator 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
B 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
prevent ground contamination.
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- Examples of Relatively Low-Cost
Pollution Prevention Projects (co !mugd)

Degreasing, Cleaning and Plating Operation Opportunities

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 usége 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.

o

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

3. Equip all machinés utilizing unenclosed lubricants with drainable
drip pans for the collection »f drips and recovery .of spills.
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POLLUTION PREVENTION RESPONSES
BY U.S. CHEMICAL INDUSTRY

@® IS WIDELY PRACTICED BY U.S. INDUSTRY
@® PROVIDES ENVIRONMENTAL AND ECONOMIC BENEFITS
® SOURCE REDUCTION IS KEY TO ECONOMIC

COMPETITIVENESS

3M COMPANY > 3P PROGRAM SAVED $580 MILLION
(1975-1993) AND ELIMINATED 700,000 TONS POLLUTANTS
AMOCO > SAVED ABOUT $50 MILLION AND

(1983-1988) REDUCED ITS HAZARDOUS WASTE BY 80%
CHEVRON > SAVED ABOUT $30 MILLION AND

(1987-1950) REDUCED ITS HAZARDOUS WASTE BY 60%

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

INFORM STUDY OF 29 CHEMICAL PLANTS (1980-1989)

® FROM 1980-1985 IN 29 PLANTS, APPROXIMATELY 60 MM KGS
WASTE REDUCED PER YEAR; § PLANTS REDUCED WASTE BY
MORE THAN 450,000 KGS PER YEAR

® COST OF IMPLEMENTATION WAS LOW (48 SRA’S)*
»  NO CAPITAL INVESTMENT (12 SRA’S)
»  LESS THAN sloo,doo @4 SRA’S)

® ECONOMIC BENEFITS

. TWO-THIRDS OF THE PLANTS RECOUPED THEIR CAPITAL INVESTMENTS IN
6 MONTHS OR LESS (38 SRA’S)

> 15% OF PLANTS SAVED MORE THAN $ 1 MILLION/YEAR AND 50% BETWEEN
$45,000 TO $1 M/YEAR (62 SRA'S)
> PRODUCT YIELDS INCREASED

* Source Reduction ‘Activities {
%

o
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EXAMPLES OF MULTINATIONALS’
POLLUTION PREVENTION PROGRAMS



Case Study:
How 3M Makes Pollution

Prevention Pay Big Dividends -

Company:
3M

Location:

St Paul, MN, headquarters;
Jactlities in fifty-two countries
Number qf Emplopees:
87,500

Business:

Research, manufacture, and
marketing of home and
bustness products including
pressure-sensttive tapes,

photographic films, maardhg
tapes, coated abrasives, and

Thomas W. Zosel

3M 1s oNe of the nation’s leading “blue chip” companies. It is an
integrated enterprise characterized by substantial interdivision and
intersector cooperation in research, manufacturing, and marketing of
products incorporating similar component materials manufactured
at common sources. Its business has developed from its research and
technology in coating and bonding for coated abrasives, the process of
applying one material to another. Today 3M markets more than
60,000 products, including pressure-sensitive tapes, coated abrasives,
roofing granules, photographic film and lithographic plates, magnetic
recording tape, reflective sheeting, electrical insulating materials,
and repositionable notes.

3SM employs some 87,500 men and women in fifiy-two nations, all

{nsulating materials of whom are encouraged to explore new ideas and share what they
gew;::‘:m on at the learn with fellow employees. This philosophy carries over to
source in products and environmental responsibility and is the basis of the internationally
manyfacturing processes, koown 3M Pollution Prevention Pays (3F) Program.
rather than deal wtth
end-of pipe waste The 3P Program Philosophy—
«Pollution Prevention . Pollution Prevention, Not Waste Removal
companywide, wuf,aﬁ:' @ The 3P Program, begun in 1975, has been recognized the world
program based on employee  over for its achievements in waste minimization and preventing
m and recognition  pollution at the source. It has been copied by many companies and has
$500 mmu:"mwd sthee received numerous environmental achievement awards.
1975, 50-percent reduction t The 3P idea is to prevent pollution at the source in products and
pollution per unit of manufacturing processes, rather than remove pollution after it is
production created. Although the idea itself is not new, the concept of applying
—— pollution prevention on 8 companywide worldwide basis,and recording
the results, had not been done before 3M's initiative. _
In the beginning, the 3P Program was established because of the
recognition that prevention is more environmentally effective,
technically sound, and less costly than conventional control procedures.
Natural resources, energy, manpower, and money are all used in
Thomas W. Zosel s Manager, Pollution Prevention Programs for the 3M Company;.
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Thomas W. Zosel'

3M s engaged ina
continuing effort to
eliminate pollution at the
source through product
reformulation, process
mod{fication, equipment
redesign, recycling, and
the recovery of waste
materials jor resale.

building conventional poliution control facilities, and more resources
are consumed to operate them. Furthermore, at best, conventional
pollution removal facilities only constrain a problem temporarily;
they do not eliminate the problem, which ig the objective of Pollution
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.

How the 3P Program Works

The Pollution Prevention Pays Program is conducted by and for
the 3M operating divisions. It is run by a 3P Coordinating Committ.a -
composed of representatives from 3M's engineering, manufacturing,
and laboratory organizations and from the corporate Environmental
Engineering and Pollution Control (EE&PC) organization.

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

One of the most important functions of the manageris to encourage

participation in the program by 3M technical employees. These

employees in 3M laboratories and manufacturing facilities are the
people who initiatc 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 turn have passed goals on through their organizations.

Typically 3P projects are initiated when employees recognize a
specific pollution or waste problem and a possible solution. An
employee team is then developed to analyze the problem and develop
golutions. Such a team might consist of employees from several
disciplines including engineering, research, marketing, and legal. A
proposal is then submitted to the affected operating division and a
decision is made on whether to commit funds, time, and other
resources to it.

Awards and 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: - are based on
four distinct payoffs that 3Midentified as goals before initiating its 3P
Program:(1)a better environment, (2) conserved resources, (3)improved
technologies, and(4)reduced costs. Thus, toreceive formal recognition
under the 3P Program, a project must meet the following guidelines:

¢ It must, through process change, product reformulation, or
other preventive means, eliminate  or reduce a pollutant that
currently is a problem or uus the potential to become a 3M
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Case Study: 3M Makes Pollution Prevention Pay

3P prgjects have
succeeded in eltminating a
variety of pollutants at the
source, including
hydrocarbons (which
coruribute to ozone and
smog), odor, water,
dissolved solids, sulfur,
zince, alcohol, and
incinerated scrap.

problem in the future.

* It should exhibit, in addition to reduced pollution, environmen-
tal benefit through reducticn in energy consumption, more
efficient use of raw materials, or improvement in the use of other
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 through -
reduced or deferred pollution contrc! or manufacturing costs,
increased sales of an 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 awards. If a project is recommended for an
award, the division is contacted for information concerning who
should be cited. Only persons who have made a direct, personal, and
measurable contribution 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 of a certificate signed by the chairman of the board and

the vice president for Environmental Engineering and Pollution
Control. 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
throughout the company. Of these, 785 have been in the United States
and 1,726 have been from 3M operations in Argentina, Australia,
Belgium, Brazl, Canada, France, Germany, Italy, Japan, Mexico,
New Zealand, the Philippines, Soutk Africa, Spain, Sweden,
Switzerland, Thailand, United Kingdom, and Venezuela.

3P projects have succeeded in eliminating a variety of pollutants
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 faclity 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 wastews.ter treatment facility
from 2,100 gallons a minute to 1,000 gallons a minute. The recycling
facility cost $480,000, but 3M saved $800,000 on the construction cost
alone of the 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 Som improved control of
coating weight at a 3M tacility in Gorseinon, Wales, and recycling of
wastewater at Hilden, West Germany, to a variety of combustion
control and heat recovery processes in Japan.

The Bottom Line: $500 Million Saved

The results of the 3P Program have been dramatic. In the fourteen
years the program has been in existence (1975-1989), the pollution
prevented has resulted in a savings of $500 million for 3M ($426
million from U 5. operations and $74 million from international
operations).

Equally dramatic are the reductions in pollution as a result of the
program. Table 1 shows the 3P results for the first year alone.
Projected over a period of several years, these figures become significant
indeed. In fact, since 1975, through the 3P Program 3M has reduced
pollution by an estimated 50 percent.

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

Pollutant : U.S. International

Air pollutants 112,000 tons 11,000 tons

Water pollutants 15,300 tons 1,100 tons
Wastewater 1 billion gallons 600 million gallons
Sludge/solid waste 397,000 tons 12,000 tons

L o=

Looking to the Future
Achieving environmental benefit ani some cost savings through

-pollution preventionis better than no=avings and no benefits. But SM

believesits taskistoreact as high a percentage of pollution elimination
and pollution minimizziion 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 of new and environmentally better
ways to manufacture our products.

3).Uintends to cut all hazardous and nonhazardons releases to the
air, land, and water by 90 percent and to reduce the generation of all
waste 50 percont by the year 2000, This is from the base year 0£1987.
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 with
governmental regulations tobeing substantially under the limitations
established by the environmental regulations. What we believe is
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Case Study: 3M Makes Pollution Prevention Pay

extremely important to note is that t}:us significant commitmentis an
entirely voluntary effort.

3Mwill achieve its goals primarily through an updated 3P Program
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
manufacturing processes—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
products. But as solventless processes that work well for some
products will not necessarily work for others, researchis an important
part of 3M's effort to achieve our goals. We expect to find ways to make
more of our products with low. v no-solvent processes and to
substantially reduce our generatc . .. 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 will 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 government regulations.

3M hasalreadycompleted emission-control projects in NewdJersey
(1,000 tons & year reduced) and Los Angeles (1,050 pounds a day
reduced). We are currently in the process of developing similar
. returns in Illinois, Pennsylvania, and Ventura County, California.

Waste mintmization teams Along with this commitment to substantially reduce emissions,
are being formally 3M's top management has decided that the Emission Reduction
estabusheg in every Credits that are created by the 3P Plus efforts will not be sold to other
g;mé_yhg ou?'J i‘f:dio ction companies. Any credits that are not needed for future 3M expansions
and recycling -~ will be donated back to the state or local agency for improvement in

opportunities and develop ~ &ir quality. In addition, we have made a commitment not to use the
plans to address them. techniques 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 important part of our effort will continue to focus
on sourcereduction. 3PPlus, like 3P beforeit, will require a commitment
from management and employees throughout the company.

But 3P Plus 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
intercisciplinary 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 staff will 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 3P Plus primarily involves mobilizing internal sources
to achieve our goals, outside sources will also participate. Suppliers of
materials to 3M will be asked toimprove their products to ensure that
they cause a minimum of hazardous waste.

As we enter the decade of the nineties, 3M intends to continue its
corporate dedication to pollution prevention. ¢
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Environmental Manager
Advlisory Board

Philip R. Arvidson, Director, Ecology Audit,
BASF Corporation, (lifton, NJ; Claire M. Boc-
cella, Counscl, Rohm and Haas Company,
Philadclphia, PA; William J. Bulsiewicz, As-
sistant Division Counsel, Bristol-Meyers
Company, Syracuse, NY; David Burroughs,
Environmental Manager, Thiokol Corporation,
Shreveport, LA; J. Floyd Byrd, Manager of En-
vironmental and Regulatory Affairs (Ret), The
Procter & Gamble Company, Lawrenccburg,
IN; Keith Choper, P.E, President, ERM Envi-
roclean/Envirodican of Pennsylvania, Exton,
PA; Mike Foresman, Manager, Environmental
Protection, Monsanto Chemical Corporation,
Stlaxis,MO'Funk&l:ﬁediicand
dent, Haalth, Environment, and Safety, Ocd
dental Petroleum Corporation, Los Angdﬁ.
CA; Frank H. Haclanan, Assodate Counsel,
Ralston Purina Company, St. Louls, MO; John
Harland, Environmental Engineering Support
Systems, Intel “Corporation, Portland, OR;
Michael Harrell, Environmental Compliance’
Coordinator, Michigan Gty, IN; Jack W. Har-
tis, Environmental Engineering Director, In
ternational Minerals and Chesnical Corpors-
tion, Mundelein, IL; Maurice A. Leduc, Group
Manager, Environmental Affairs and Public
Protection, Hoechut . Celanece’. ch:a:aw.
Sommerville,NJ; Alan M. Lindsay, Director of
Environment, International Paper Company,
Memphls, TN; Matthew Low, President, TU
Systems, Washingtdn, DG Lynne Milleg, Presi-
dent, Environmental Strategies Corporation,
Vienna, VA; James T. O'Relly, ‘Corparation
Coursel, The Proder’ & Gamble' Company,
CQincinnatl, OH; Winlfred C. Perldns, Senjor
Environmental Coordinstor, Rorida Power &
Light Company, West Palm Beach, FL: Tho-
outs J. Robichaux, Director, Safety, Health,
m&mmmwwm
ton, St. Louls, MO; Richard J. Samuelson,
Mansger.of Environmental®Programs,

Sclences, UN:: |
LosAngeles, CA; Dr. Hugh

M. Senith, Diredtor of Research and Develop-
ment, Sun Chemical Company, Cindnnati, OH;
Robert E. Smith," Diredor: of Government
Regulations, OLIN Corporation, Washington,

DC; ). Mark Suuur, Corporate * Safety

Manager, John' H. -Harland ‘Company,

Decstur, GA; Bradley H. Spooner, Manager,

Alr and Environmental Resource Programs,

New England Electric System, Westboro, MA;

David Sweet, Collier Jacob & Swext, Soavasset,

NJ; Mumay Tilson, Equipment Maintenance

Manager, Wacker Siltronic Corporation,

Portland, OR; Dr. James k. Wallace, Chicf

Engincer and Scnfor Vice-President, Law

Environmental Inc, Kennesaw, GA. &
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Chevron Gets SMART
On Waste Reduction

Chevron Corporation’s Walter G.
Scott is nol a man casily satisfied.
Take his company’s wastc reduction
program:

“After three years, yes, we have a
60-pereent reduction in hazardous
waste—butthalsnot tosaythat ‘we’re
there! We're on our way, and we
wanttoshow continualimprovement.
After sixor seven years, we will have
a databasc that we rcally fecl
comfortable with.”

The San Francisco company’s
hazardous waste minimization
program, called SMART(Save Moncy
And Reduce Toxics),initiated in 1987,
has nonetheless shown sometangible
achicvements.

LANDFILL COSTS SLASHED

In the first year, Chevron cut the
quantityof hazardouswastedisposed
tolandfillsby 44 percent(from 135,000
tons to 76,000 tons), and hazardous
wastegenerationdropped 53 percent.
In 1988, the company achieved a 60-
percent hazardous waste reduction
compared with 1985, the baseline
year. The results from 1989 ate still
being tallied.

Although the company has a hard

precise “figure on

savings, it claims $3.8 million in
savingsindisposal costs the first year
alone. Expenses—induding install-
ation of new equipment, rerouting
processstreams,and “brainstorming”
sessions at local facilities—cost more
than $12 million. Both figures are
dated at this point—savings and
expenses are much higher, says Scott,
the company’s coordinator for waste
programs. “This is a huge cffort,” he
says.

GOAL: ‘CONTINUOUS

IMPROVEMENT'
The company hasalmostachicved
itsstated goal ofa65-percent reduction

in hazardous waste gencration by
1992. But Scott docsn’t intend to rest
on that achicvement, i.c., meet the
company’s five-ycar corporate goal,
“and then wipe our hands and move
on to somcthing clse. The name of
the game is to show continuous
improvement.
“Theeasy stuff will havebeendone
in the first five ycars,” says Scolt,
much of it achicved by mechanical

_processes, such as centrifuging or

mechanical pressing. -

Stillahcad is thetask of developing
a better database, so the company
isn’t comparing apples and oranges.
After all, how much of the 60-percent
reduction figure is rcal—from source
reduction, say—and, how much is
simply the result of fewer plant
shutdowns (when a plant is shut
down, it generates an enormous
amount ‘of waste)? Until 2 belter
database is devised, the company
won't really know, aithough Scolt
believes the 60-percent reduction
figure is basically accurate. Further
complicating the issuc, the company
will soon be adding nonhazardous

_waste to the program.

RECYCLING GLASS VIALS
Nonetheless, the company is able
to document numerous case studics
of waste reduction successes. Take
the 10,000 oil samples the company
produces each month. These arc
contained insmall glass vials, thesize
of one’s finger. Becauscevena traceof
oil from the used samples renders
them a hazardous waste, the used
sampte vials had been packed with
absorbentmaterial in55-gallondrums
and sent to hazardous waste landfills.
The cost of disposal: about $5,000 a
month.
In june 1988, however, the
company installed a vial crusher, a
(Continued on page 4)
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Hazardous Waste Stays
Close to Home

Most ha?ardous wastes end up
being disposed within the borders of
the state where they are generated,
according to a recently issued EPA
report. Large volumes of hazardous
wastes ‘seldom "get’ sh:pped Cross-
countryin ‘the :US. . Even when
shipped out of state, wastes-usually
end up going no further than across
u\cstatelme.u" SRR R SR

:-The EPA report, (*US. EPA’s 1985
Nahonal Report of Hazardous Waste
Genemtors ‘and Treatment Storage
and: sal - Facilities * Regulated
UnderRCRA,VolumelIMethodology
and Data”) states thatonly 1 percent
of ‘the; hazardous waste handled in
faﬂhhes .“,,\,_,, 4»«4‘1 -,! ‘o V .a-_,( r .
X% 0f“the3>237 :mxlhon tons’ “of
hmrdous~waste handledkbyuhe
4,900 ‘.Rmurce Conseryation}{and
RecoveryﬂActf(RCRA)  permitted
‘facilities imthe nation, the EPA ‘said
only threemxllxon tons were' shipped
-out-of-slaleé?-?or»example,&'l‘exas
RCRA fadilities managed ‘more than
41 tmllion tons of hazardous wastein
11985, Less than; :200,000, tons:of this
-was sent out-of-state...= ;i -y
Vi:The: mportalso revealed, that on
themsonswhen hazardouswastes
‘were “shlpped -out-of-state, ‘the
fadililties selected were in ad;acent or
naghbonng states 80 percent ‘of the
{time?(This‘accounted, for2.4 million
‘tons in 1985). 56541 S TN
"-"'ﬁuly-eightslates,plustheDisuict
ofColumbia,sentmﬁnnSOpmnt
of their exported hazardous waste to
nelghbonng‘ states. -Twenty-one of
these ‘states shipped more than_80
pement of their exported hazardous
waste to neighbors, +70 1o ET

*.Only "twelve states—Alaska,
Caleornla, Colorado, “Connecticut,
Hawaii, “Maine, - Nebraska, ‘New
Mexico, . North “Dakota, South
Carolina,” Utah, and Wisconsin—
moved less than 50 percent of their
exported waste to neighbors. Intotal,

. * " " (Continued on page 5)

,1985: 'was shipped ‘to ,;out-of-state’

Chevron Gets SMART

(Continued from puge 3)

device that breaks vials and gathers
tiwcir contents. The oil could be
collected ina drumand recycled, and
the glass, too, collected for scparate
disposal. The equipment cost $20,000.
It paid for itsclf before the year was
out.

Tank bottoms were another major
source of waste. For ycars, 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 watcr system.

CENTRIFUGING SLUDGE

Now a mobile centrifuge unit
rapidly spins the sludge, separating
oil and water into two distinct
streams—as wellasproducingasmall
amount of solid cake. The recovered
oil is used as plant fcedstock, the
water is further treated in the plant's
wastewater system, and the cake, still
ahazardous waste, islandfilled. Butit
represents less than 5 percent of the
originalsludge. This putsthecompany
in good stead for the 1930s, when the
RCRA land ban is expected to send
the costof landfilling slop oil emulsion
skyrocketing.

The company hasalsobecn ableto
turn parts of its waste stream into
direct profits. About twice a month,
for instance, Chevron’s Warren
Petrolecum Company sends spent
caustic to ncarby 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 Comumerce Industry
SurplusChemical Inventory Program.

FIGURING COSTS
Whilethesesavingsaresignificant,
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 are all involved in the tank
sludge recycling process. These are
“costs that are not typically assigned

to disposal costs.”  Chevron has to
figurc out a way to incorporate these
costsintoits waste reductionformula.

Further, source reduction, the
preferred waste minimization
strategy, is not always feasible. With
tank bottoms, it’s difficult to figure
out how no! to gencrate the waste to
begin with. Sediment settles in crude
oil tanks. It could be filtered
“upstrcam,” but this would entail an
enormous amount of filtering. One
could put mixersinthetanks, perhaps.
But these aren’t 5,000-gallon tanks
wheresuchastepmightbe practical—
but one-million-gallon tanks.

SWAPTING IDEAS

Where does the company get its
waste minimization ideas? The ficld,
mostly. A twenty-eight-member
coordinating committee, consisting of
environmental specialistsand middle-
level managers from the ‘opcrating
companics, has been formed to
“swapideas, brainstorm,and estimate
future waste disposal costs.” It was
this committce that also established
the initial bascline and the five-year
overall corporate goal.

Scott, who before October 1989
held an opecrations management
position in one of the company’s
refinerics, belicves that tuming over
ideas withtheoperating companicsis
“the most important part of the
program.”

Récently, ameeting 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?
Whatroleshould corporatestaffplay?
etc. The mecting was conducted ina
workshop sctting, with an outside
facilitator hired todeviscalist of tasks
for the various tcams. About twenty

people participated.

ASKING FOR MORE MONEY
What were the major criticisms of
the program? Onc was that there
simply weren’t cnough dollars
available to support the program’s
philosophy, i.c., saving money and
reducing toxic waste. (The operating
companics fund SMART projccts
themselves.) Sometimes one has to
(Continued on page 16)

Environmental Manager/May 1990
Copyright © 1990 by Exccutive Enterpriscs, Inc.
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Statewide Survey Finds -
More Than Half of Jowa
Wells Contaminated :

' H:gh levels of coliform bactena
nitrates, or pesticide residues were
found inmore than half of rural lowa

drought ‘when fewer contaminants
were “making * their+ wayfinto
groundwater, anew survey found.’
'I'hesulvey,wluchwasauu\onzed
by “Towa’ s‘*1987 ‘Ground%Water
Prolechon Act and conducted by the
University. of: Iowa *and “the" fowa

sampled 686 private wells located in
all ninety-nine counties m.the“stale.
More than 44 percentof. the. wellshad
lugl\levelsof col:l’onnbaclena,wluch

contammated level (MCL) standards
set’by" the EPA“were. found,in 18
percent ‘of; x.wells tested : statew:de.
Nitrate comammahon was. wo:se in
thewatem part of the’ stabe, “where

‘of 2 wells™3 In castern. gams,gwhere

the. MCL *were detected s in; y
pementofwens_.,..,;a.%‘gq a4

f’,'best case’ picture ‘of ’gtoundwaler
‘conditions. ¥ There/ was tvery 7 little
ramwater moving through 'the soxl to

contaminants and carry them «down
lnto lhegroundwatcr. SR
,rMore than13 percent of the wells
.contained’ traces of .pesticides, ‘with
atrazinemost frequently detected. For
additional information, or,to obtaina
copy of thesurveyraulb pubtished
in March, call Rick Kelley at the
Department of Natural Rmourcos,
515-281-3783.m - e

Source: Ground Water Monitor

wells: sampled during the “recent

Department “of | Natural-. R&ources,'

anefoundmhumanand animal wste.-
Nxtratelevelsexceedmgmnmmn ,

high levels were found in 38 percent.

twdenls often have wells more than
50 fect decp, nitrate levels' exocedmg'

2 **Well samples for- thesurveywere.
laken between April :1988. and June;
11989/ peﬁodlof low ‘rainfallin the!
.devgat.-As fsuch,! theygrepmsent a

pickup nitrates, pesticides, and other:
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Washington Update

(Continued from puge 15)

New Additions
To NPL

WASHINGTON—EPA placed 71
hazardous waste sites, including
fourteen federal facilities, on ils final
National Prioritics List (NPL),
indicative of the nation’s waste sites

that pose the greatest threat to health |

and the environment. ltalso dropped
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)
fadilities, bringing to 75 the number of
DOD sites on the final NPL. m

Chevron Gets SMART
(Continued from page 4)

spend dollars to reduce toxics, it was
observed.

Also, many of the opcrating
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
effective ways tomanage waste, might
say: “Joe’s landfill could do it for
this...”

A SMART answer: “But if you
didn’t generate the waste in the first
place, then you wouldn’t have to
worry about Joe's landfill in the
future.” Afterall, Joe’s could become
a Superfund site one day—and the
company could be responsible for its
clcanup.

But the engincer answers that he
has to worry about his costs today. He
can’tbe worrying about whathappens

to an outside wasle site many years
from now.

“The operating companics have
trouble buying into the idca of long-
term liability,” obscrves Scott, who
adds that no onc really has a handle
on the potential waste liabilily costs
today.

RAISING AWARENESS

Where then has the SMART
program been cffective?

Most of the managers agreed that
their operating companies reduced
hazardous wasle as a result of the
program—and all agreed it reduced
their liability.

They also concurred that the
program had raised the gencral
awareness level within thecompany,
making employees more sensilive to
waste reduction. All units now have
aninventory of theirhazardous waste
thatismoredetailed thanthat required
under RCRA (Resource Conservation
and Recovery Act), and they have
also begun to inventory non-
hazardous waste.

A CORPORATE POLICY

Overall, a waste minimization
program needs support from the top
in order to succeed, says Scott. At
Chevron, the chairman of the
company hasstated that “eliminating
unnccessary waste generation” is
now corporale policy. Managers are
expected to integrate waste
management into their normal
business plans. “That’s a key,” says
Scott. Environment is “no longer a
poor cousin” within the company,
butisscenas partof being competitive,
of producing a high-quality product.

Also, to be successful, “the waste
minimization process has to filter
down to the guy 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 theoperating plant manageron
board, not just the environmwntal
coordinator. If the program isn't
vitally aliveat the operating company
level, it won't get anywhere.” &

Environmental Manager/May 1990
Copyright © 199) by Exccutive Enterpriscs, Inc.
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THE CHEMICAL MANUFACTURER’S
ASSOCIATION’S MANAGEMENT PRACTICE
CODE ON WASTE MINIMIZATION
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WASTE AND RELEASE REDUCTION CODE

Management Practice Milestones

Management Practices

l. A clear commitment by senior
management through policy,
communications, and
resources, to ongoing
reductions, at each of the
company's facilities, in
releases to the air, water,
and land and in the
generation of wastes.

A quantitative inventory at
each facility of wastes gene-
rated and releases to the
air, water, and land,
messured or estimated at the
point of generation or
release.

Evaluation, sufficient to
assist in establishing
reduction priorities, of the
potential impact of releases
on the environment and the
health and safety of
employees and the public.

Education of, and dialogue
with, employees and members
of the public about the
inventory, impact evalustion,
risks to the community.

Establishment of priorities,
goals and plans for waste and
release reduction, taking
into account both community
concerns and the potential
health and safety impacts as
determined under Practices 3
and 4.




WASTE AND RELEASE REDUCTION CODE

Management Practice Milestones

Management Practices

Ongoing reduction of wastes
and releases, giving
preference first to source
reduction, second to
recycle/reuse, and third to
treatment. These techniques
may be used separately or in
combination with one another.

Measurement of progress at
each facility in reducing the
generation of wastes and in
reducing releases to the air,
vater, and land, by updating
the quantitative inventory at
least annually.

Ongoing dialogue with employees
and members of the public
regarding waste and release
information, progress in
achieving reductions, and
future plans. This dislogue
should be at a personal,
face-to-face level, vhere
possible, and should
emphasize listening to others
and discussing their concerns
and ideas.

Inclusion of vaste and
release prevention objectives
in research and in design of
nev or modified facilities,
processes, and products.

An ongoing program for promo-
tion and support of waste and
release reduction by others.

-4% -




Property Transfer Audits

Purpose
Phase 1, 2, 3, Audits
Historical Perspective

Current U.S. Practice




M I o R

Property Transfer Audits (continued)

Phase {: The phase i 2udit is typically designed to identify the
potential presence of the following hazards:

asbestos
soil or ground water contamination
leaking underground storage tanks
PCB’s

leaa-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 (continued)

Typical Phase 1 Approach:

®  Review Site Records

© ' Review Chain of Title

®  Review Aerial Photographs

®  Review Agency Records

® Interview Neighboring Facility Personnel
e  Conduct On-Site Visit

Prepare a Report




Due Diligence

Purpose
Scope
Historical Perspective

Required by Venture Capitah‘sts,
Sellers/Owners and Lawyers




® Purpose

® Scope

®  Historical perspective
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LIABILITY ASSESSMENT METHODO’.OGY

Site Information Analysis : Zxposure Estimate Mitigating Measures

Idendfication Identficaton {dentdfication
ol . ol of
Paotenlal Soutces . Release
Hazard Scaenarios

* Process Waste Water Plping
+ Ol Water Separatar

* Oil Starage Tenk
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L ] ﬂk m l
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oll water separatar waler separator
(poor maintenance)

Environmental
Remadiatan l - $XXX
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Quantficaton
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! Business - XX X
Consaquence §

Interruption

Sall, graundwater Materlalloss B. $xX X
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8Buliding contaminaton

Plant & Equipment]
Equipmant damage Restoration $XX X

I - | ¥ Likellhood of $ XXX exposure

Management
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Risk Assessment

Definition

Purpose

Scope

Role of Auditing in Risk Assessment

. Assurance Process
Facility Equipment, Tool Maintenance
Education and Training

Documentation
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LEGAL PERSPECTIVE

e  Confidentiality
e  Attorney - Client Privilege

° Disclosure of Audit Reports




Confidgntiaiity

Early Involvement of Legal Counsel
Determination as to What Data Needs Protection

Establishment of Attorney-Client Privilege to
Maintain Confidentiality




Attorney-Client P'rivileg_e

Defined as a communication made in confidence to an
attorney by a client (or potential client) for the purpose
of obtaining legal advice.

Four elements are necessary to es_tablish this privilege:

1.  the privilege applies only to communications
between the client and his attorney

. the communication must be made for the purpose
of obtaining legal advice

communication for which protection is sought
must remain confidential

the absence of a waiver.




Disclosure of Audit Reports

Liability
. the Corporation and its Individual Officers and its
Employees

the Auditors Themselves

U.S. environmental 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




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. Additionally, some
believe that maintaining confidentiality of audit data is difficult at best, or
stated 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 -
government attorneys 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

113




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 shouid seek legal protection only for those documents
for which there is a legitimate claim and need.

The attorney-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 is
discovered during the course of an 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 circumstanres, 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 outside 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
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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 legal 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 rrotection. 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 confidential" 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
confidentiality 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.




An organization undertaking an audit should consider taking the following
steps to maximize the chances that certain environmental audiiing
documents will be protected by the attorney-client privilege:

e An attorney should 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.

e  Beginning with the letter retaining councel to assist in
performing the audit, all documents should reflect the fact that

the purpose of the undertaking is to obtain legal advice.

o Documentation should reflect that: (1) information necessary
to perform the audit is known only to those people who are
communicating with the attorney or those constuitants 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.

e 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 litigation 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. Litigation need
not be on-going when the documents in question are prepared, but it
must be more than a remote possibility. If it is expected that the
protection of the work-product rule will be sought for environmiental 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-product rule. Nor will the rule prevent discovery of
the existence or location of the documents in question. It basically
protects an attorney’s “mental 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 iegal protection afforded by thie
rule may be waived in certain circumstances. For example, disclosure of
environmental audit material to third parties without regard for
confidentiality will constitute a waiver which will destroy the protection.

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:

e  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.

e  Document the reasons for anticipating litigation.

e 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.

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:
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.
The audit is undertaken by counsel in_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 attorney’s bound
journal only.

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."




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
legal 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

e Government’s Role
® Industry’s Role

° Citizen’s Role
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Government’s Rol

Federal EPA Policy Statement
California EPA Policy Statement
Registration

Certification




Wednesday
July 9, 1986

Part IV

Environmental
Protection Agency

Environmental Auditing Policy Statement;
Notice - ‘
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Federal Register / Vol. 51, No. 131 / Wednesday, July 9, 1986 / Notices

ENVIRONMENTAL PROTECTION
AGENCY '

(OPPE-FRL-3046-6]
Environmental Auditing Policy
Statement

AGENCY: Environmental Protection
Agency (EPA).
acmion: Final policy statement.

sumMany: It is EPA policy to encourage
the use of environmental auditing by
regulated entities to help achieve and
maintain compliance with
environmental laws and regulations. as
well as to help identify and correct
unregulated environmental hazards.
EPA first published this policy as
interim guidance on November 8, 1985
(50 FR 46504). Based on comments
received regarding the interim guidance,
the Agency is issuing today's final
policy statement with only minor
changes.

This final policy statement
specifically: .

« Encourages regulated entities to
develop, implement and upgrade
environmental auditing programs:

* Discusses when the Agency may or
may not request audit reports;

¢ Explaing how EPA's inspection and
enforcement activities may respond to
regulated entities’ efforts to assure
compliance through auditing;

* Endorses environmental auditing at
federal facilities: '

¢ Encourages state and local
environmental auditing initiatives; and

¢ Qutlines elements of effective audit

programs.

Environmental auditing includes a
wvariety of compliance assessment
techniques which go beyond those
legally required and are used to identify
actual and potential environmental
problems, Effective environmental
auditing can lead to higher lavels of
overall compliance and reduced risk to
human health and the environment. EPA
endorses the practice of environmental
auditing and supports its accelerated
use by regulated entities to help meet
‘the goals of federal, state and local
environmental requirements. However,
the existence of an auditing program
does not create any defense 0. o
otherwise limit, the responsibility of any
regulated entity to comply with
applicable regulatory requirements.

. States are encouraged to adopt these
or similar and equally effective policies
in order to advance the use of
environmental auditing on a consistent,
nationwide basis.

DATES: This final policy statement is
effective July 9. 19886.

FOR FURTHER INFORMATION CONTACT:

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

or .

Cheryl Wasserman, Office of
Enforcement and Compliance
Monitoring, (202) 382-7550.

SUPPLEMENTARY INFORMATION:

ENVIRONMENTAL AUDITING
POLICY STATEMENT

1. Preamble

On November 8. 1985 EPA published
an Environmental Auditing Policy
Statement, effective as interim guidance,
and solicited written comments until -
January 7, 1986.

Thirteen commenters submitted
written comments. Eight were from
private industry. Two commenters
represented industry trade associations.
One federal agency. one consulting firm
and one law firm also submitted
comments.

Twelve commenters addressed EPA
requests for audit reports. Three
comments per subject were received
regarding inspections, enforcement
response and elements of effective
environmental auditing. One commenter
addressed audit provisions as remedies
in enforcement actions, one addressed
environmental auditing at federal
facilities, and one addressed the
relationship of the policy statement to
state or local regulatory agencies.
Comments generally supported both the
concept of a policy statement and the
interim guidance, but raised specific
concerns with respect to particular
language and policy issues in sections of

- the guidance. -

General Comments

Three commenters found the interim
guidance to be constructive, balanced
and effective at encouraging moreand
better environmental auditing.

Another commenter, while
considering the policy on the whole to
be constructive, felt that new and
identifiable auditing “incentives" should
be offered by EPA. Based on earlier
comments received from industry, EPA
believes most companies would not
support or participate in an “incentives-
based” environmental auditing program
with EPA. Moreover, general promises
to forgo inspections or reduce
enforcement responses in exchange for
companies’ adoption of environmental
auditing programs—the “incentives"
most frequently mentioned in this
context—are fraught with legal and
policy obstacles. .

Several commenters expressed
concern that states or localities might

use the interim guidance to require
auditing. The Agency disagrees that the
policy statement opens the way for
states and localities to require auditing.
No EPA policy can grant states or
localities any more (or less) authority
than they already possess. EPA believes
that the interim guidance effectively
encourages voluntary auditing. In fact,
Section ILB. of the policy states:
“because audit quality depends to a
large degree on genuine management
commitment to the program and its
objectives, auditing should remain a
voluntary program.”

Another commenter suggested that
EPA should not expect an audit to
identify all potential problem areas or
conclude that a problem identified in an
audit reflects normal operations and
procedures. EPA agrees that an audit
report should clearly reflect these
realities and should be written to point
out the audit’s limitations. However,
since EPA will not routinely request
audit reports, the Agency does not
believe these concerns raise issues
which need to be addressed in the
policy statement. .

A second concern expressed by the
same commenter was that EPA should
acknowledge that environmental audits
are only part of a successful
environmental management program
and thus should not be expected to
cover every environmental issue or -
solve all problems. EPA agrees and
accordingly has amended the statement -
of purpose which appears at the end of
this preamble.

Yet another commenter thought EP
should focus on environmental
performance results (compliance or non-
compliance), not on the processes or
vehicles used to achieve those results. In
general, EPA sgrees with this statement
and will continue to focus on :
environmental results. However, EPA
also believes that such results can be
improved through Agency efforts to

-{dentify and encourage effective

environmental management practices,
and will continue to encourage such
practices in non-regulatory ways.

A fina] general comment
recommended that EPA should sponsor
mninar;1 for small businesses on hou:;‘ u:
start auditing programs. EPA agrees tha
such seminars would be useful.
However, since audit seminars already
are available from several private sector
organizations, EPA does not believe it
should intervene in that market, with the
possible exception of seminars for
government agencies, especially federal
agencies, for which EPA has a broad
mandate under Executive Order 12088 to

3
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provide technical assistance for
environmental compliance.

Requests for Reports

EPA received 12 comments regarding
Agency requests for environmental audit
reports, far more than on any other topic
in the policy statement. One commenter
felt that EPA struck an appropriate
balance between respecting the need for
self-evaluation with some measure of
privacy, and allowing the Agency
enough flexibility of inquiry to
accomplish future statutory missions.
Howaever, most commenters expressed
concern that the interim guidance did
not go far enough to assuage corporate
fears that EPA will use audit reports for
environmental compliance “witch
hunts.” Saveral commenters suggested -
additional specific assurances regarding
the circumstances under which EPA will
request such reports.

One commenter recommended ihat
EPA request audit reports only “when
the Agency can show the information it
needs to perform its statutory mission
cannot be obtained from the monitoring,
compliance or other data that is
otherwise reportable and/or accessible
to EPA, or where the Government deems
an audit report material to a criminal
investigation.” EPA accepts this
recommendation in part. The Agency
believes it would not be in the best
interest of human health and the .
environment to commit to making a
“showing” of a compelling information
need before ever requesting an audit
report. While EPA may normally be
willing to do so, the Agency cannot zule
out in advance all circumstances in
which such a showing may not be
possible. However, it would be helpful
to further clarify that a request for an
audit report or a portion of a report
normally will be made when needed
information is not available by
alternative means. Therefore, EPA has
vevised Section IILA., ph two
and added the phrase: “and usually
made where the information needed
cannot be obtained from monitoring,
reporting or other data otherwise
available to the Agency.”

Another commenter suggested that
{except in the case of criminal
. investigations) EPA should limit
requests for audit documents to specific
questions. By including the phrase “‘or
relevant portions of a report” in Section
MLA., EPA meant to emphasize it would
not request an entire audit document
when only a relevant portion would
suffice. Likewise, EPA fully intends not
to request even a portion of a report if
needed information or data can be
otherwise obtained. To furti.er clarify
_this point EPA has added the phrase,

“most likely focused on particular
Information needs rather than the entire
report,” to the second sentence of
paragraph two, Section IILA.
Incorporating the two comments above, -
the first two sentences in paragraph two
of final Saction [IL.A. now read: “EPA's
authority to request an audit report, or
relevant portions thereof, will be
exercised on a case-by-case basis where
the Agencg determines it is needed to
accomplish a statutory mission or the
Government deems it to be material to a
criminal investigation. EPA expects such
requests to be limited, most likely
focused on particular information needs
rather than the entire report, and usually
made where the information needed
cannot be obtained from monitoring,
reporting or other data otherwise
available to the Agency.”

Other commenters recommended that
EPA not request audit reports under any
circumstances, that requests be
“restricted to only those legally
required,” that requests be limited to
criminal investigations, or that requests
be made only when EPA has reason to
believe “that the audit programs or
reports are being used to conceal .
evidence of environmental non- .
compliance or otherwise being used in
bad faith.” EPA appreciates concerns
underlying all of these comments and
has considered each carefully. However,
the Agency believes that these
ncommﬂeandnbt:m dobnot strike the’
appropriate ce between retaining
the flexibility to accomplish EPA's -
statutory missions in future, unforeseen
circumstances, and acknowle
regulated entities’ need to self-evaluate
environmental performance with some
measure of privacy. Indeed, based on.

e comments, the small
number of formal comments received,
and the even smaller number of adverse
comments, EPA believes the final policy
statement should remain largely .
unchanged from the interim version.

Elements of Effective Environmental
Auditing 5

Three commentsrs expressed
concerns regarding the seven general
elements EPA outlined in the Appendix
to the interim guidance.

One commenter noted that were EPA

 to further expand or more fully detall

such slements, programs not specifically
fulfilling each element would then be
judged inadequate. EPA agrees that
presenting highly specificand
prescriptive auditing elements could be
cnunter-productive by not taking into
sccount numerous factors which vary

. extensively from one organization to

another, but which may still result in

" effective auditing programs.

Accordingly. EPA does not plan to
expand or more fully detail these
auditing elements. -

Another commenter asserted that
states and localities should be cautioned
not to consider EPA's auditing elements
as mandatory steps. The Agency is fully
aware of this concern and in the interim
guidance noted its strong opinion that
*“regulatory agencies should not attempt
to prescribe the precise form and
structure of regulated entities”
environmental management or auditing
programs.” While EPA cannot require
state or local regulators to adopt this or
similar policies, the Agency does
strongly encourage them to do so, both
in the interim final policies,

A ﬁn&i commenter :uought the bed
Appendix too specifically prescribe
w?:gt should and what should not be
included in an auditing program. Other
commenters, on the other hand, viewed
the elements described as very general
in nature. EPA agress with these other
commenters. The elements are in no
way binding. Moreover, EPA believes
that most mature, effective
environmental auditing programs do
incorporate each of these general .
elements in some form. and considers
them useful yardsticks for those
considering adopting or upgrading audit

grams, For thesa reasons EPA has
not revised the Appandix in today’s
final policy statement.’

" Other Comments

Other significant comments addressed
EPA inspection priorities for, and
enforcement responses (o, organizations
with environmental auditing programs.

One commenter, stressing that audit

arein management
tools;. took exception to the phrase (n the
second paragraph of section IILB.1, of
the interim gui which states that
environmental audits can ‘complement’
regulatory ov. L By using the word
‘complement’ in this context, EPA does
not intend to imply that audit reports
must be obtained by the Agency in order
to supplement tory inspections.
‘Complement’ is used in a broad sense
of being in addition to inspections and

providing something (i.e., self-

Skt i
] point

added the phrass “by providing self-

assesament (o assure compliance” after

“environmental audits may complement

inspections” in this paragraph.

The same commenter also expressed
concern that, as EPA sets inspection
priorities, a company having an audit
prcl».?um could appear to be a ‘poor
performer’ due to complete and accurat.
reporting when measured against a
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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
s0. However, the Agency does not
believe a change in the policy statement
is necessary. .

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 circumstances, the Agency
cannoi promise reduced enforcement
responses {o violations at all audited
facilities wher. other factors may be
overriding. Therefore the policy
statement continues to state that EPA
may exerciss 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
responses to violations.

A final commenter suggested the
phrase “expeditiously correct
environmental problems” not be used in
the enforcement context since it implied
EPA would use an entity's record of
correcting nonregulated matters when
evaluating atory violations. EPA
did not intend for such an inference to
be made. EPA intended the term
“environmental problems" to refer to the
underlying circumstances which -
eventually lead up to the violations. To
clarify this point, EPA is revising the
first two sentences of the paragraph to
which this comment refers by changing

“environmental problems™ to “violations

and underlying environmental
problems” in the first sentence and to
“underlying environmental problems" in
the second sentence.

In a separate development EPA is
preparing an update of its January 1984
Federol Facilities Compliance Strategy.
which is referenced in section IIL. C. of
the auditing policy. The Strategy should
be completed and available on request _
from EPA’s Office of Feceral Activities
later this year. :

EPA thanks all commenters.for
responding to the November 8, 1985
publication. Today's notice is being -
issued to inform regulated entities and
the public of EPA's fina! policy toward
environments! suditing. This policy was
developed to help (a) encourage
regulated entities to institutionalize
effective audit practices as one means of
improving compliance and sound
environmental management, and (b)
guide internal EPA actions directly
related to regulated entities’
environmental auditing programs.

EPA will evaluate implementation of
this final policy to ensure it meets the
above goals and continues to encourage

better environmental management,
while strengthening the Agency's own
efforts to monitor and enforce
compliance with environmental
requirements.

1. General EPA Policy on
Environmental Auditing

A. Introduction

Environmental auditing is a
systematic, documented, periodic and
objective review by regulated entities *
of facility operations and practices
related to meeting environmental
requirements. Audits can be designed to
accomplish any or all of the following:
verify compliance with environmental
requirements; evaluate the effectiveness
of environmental management systems
already in place; or assess risks from
regulated and unregulated materials and
practices. ’

Auditing serves as a quality assurance
check to help improve the effectiveness
of basic environmental management by
verifying that management practices are
in place, functioning and adequate.
Environmental audits evaluate, and are
not a substitute for, direct compliance
activities such as obtaining permits.
installing controls, monitoring .
compliance. reporting violations, and
keeping records. Environmental auditing
may verify but does not include
activities required by law, regulation or
permit (e.g., continuous emissions
monitoring, composite correction plans
at wastewater treatment plants, etc.).
Audits do not in any way replace
regulatory agency inspections. However,
environmental audits can improve.
compliance by complementing
conventional federal, state and local
oversight,

The appendix to this policy statement
outlines some basic elements of
environmental auditing (e.g.. auditor
independence and top management
support) for use by those considering
implementation of effective auditing
programs to help achisve and maintain
compliance. Additional information on
environmental auditing practices can be
found in various published materials.®

! “Regulated entities™ include private firms and
public agencies with facilities subject to
environmental regulation. Public agencies can
include federsl. state or local agencies as well as
special-purposs organizations such as regional
sewage commissions.

% See. 0.g.. “Current Practices in Environmental

" Auditing.” EPA Report No. EPA-230-00-83-008,

February 1984; “Annotated Bibliography on
Environmental Auditing,” Fifth Edition, September
1085. both available from: Regulatory Reform Stafl.
PM-223, EPA, 401 M Street S\V, Washington. DC
20460.

Environmental auditing has developed
for sound business reasons, particularly
as a means of helping regulated entities
manage pollution control alfirmatively
over time instead of reacting to crises.
Auditing can result in improved facility
environmental performance, help
communicate effective solutions to
common environmental problems, focus
facility managers’ attention on current
and upcoming regulatory requirements,
and generate protocols and checklists
which help facilities better manage
themselves. Auditing also can result in
better-integrated management of
environmental hazards, since auditors
frequently identify environmental
liabilities which go beyond regulatory
compliance. Companies, public entities
and federal facilities have employed a
variety of environmental auditing
prastices in recent years. Several
hundred majcr firms in diverse
industries now have environmental
auditing programs, although they often
are known by other names such as
assessment, survey, surveillance, review
or appraisal.

While auditing has demonstrated its
usefulness to those with audit programs,
many others still do not audit.
Clarification of EPA's position regarding
auditing may help encourage regulated
entities to establish audit programs or

« upgrade systems already in place.

B. EPA Encourages the Use of
Environmental Auditing

EPA encourages regulated entities to
adopt sound environmental - - .
management practices to improve
environmental performance. In
particular, EPA encourages regulated
entities subject to environmental
regulations to institute environmental
auditing programs to help ensure the
adequacy of internal systems to achieve,
meintain and monitor compliance.
Implementation of environmental
auditing programs can result in better
identification, resolution and avoidance
of environmental problems, as well as
improvements to management practices.
Audits can be conducted effectively by
independent internal or third party
suditors. Larger organizations generally
kave greater resources to devote to an
internal audit team, while smaller
entities might be more likely to use
outside auditors.

Regulated entities are responsible for
taking all necessary steps to ensure
compliance with environmental
requirements, whether or not they adopt
audit programs. Although environmental
laws do not require a regulated facility
to have an auditing program, ultimate
responsibility for the environmental

Val
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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 auditing,
to secure reliable information of facility
compliance status.

EPA does not intend to dictate or
interfere 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
auditing as part of settlement
agreements, as noted below), Because
environmental auditing systems have
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
should remain a voluntary activity.

1I1. EPA Policy on Specific
Environmental Auditing Issues

A. Agency Requests for Audit Reports

EPA has broad statutory authority to
request relevant information on the
environmental compliance status of
regulated entities. However, EPA
believes routine Agency requests for
audit reports ¥ could inhibit auditing in
the long run, decreasing both the
quantity and quality of audits
conducted. Therefore, as a matter of
policy, EPA will not routinely request
environmental gudit reports.

EPA's authority to request an audit
report, or relevant portions thereof, will
be exercised on a case-by-case basis
where the Agency determines it is
needed to accomplish a statutory
mission, or where the Government
deems it to be material to a criminal
investigation. EPA expects such
requests to be limited, most likely
focused on particular information needs
rather than the entire report, and usually
made where the information needed
cannot be obtained from monitoring,
reporting or other data otherwise

* availsble to the Agency. Examples
would likely include situations where:
audits are conducted under consent
decrees or other settlement agreements;
a company has placed its management

, sgacticqut issue by raising themas a

efense: or state of mind or intent are a

relevant element of inquiry, such as

during a criminal investigation. This list

 An “environmental sudit report” is & written
report which candidly and thoroughly presents
findings from @ review. conducted as part of an
environmentsl audit as described in section IL.A.. of
facility environmental performance and practices.
An sudit report is not 8 substitute for compliance
monitoring reports or other reports or records which
may be required by EPA or other regulstory
agencies.

is illustrative rather than exhaustive,

* since there doubtless will be other

situations, not subject to prediction, in
which audit reports rather than
information may be required.- )
EPA acknowledges regulated entities’
need to self-evaluate environmental
performance with some measure of
privacy and encourages such activity.
However, audit reports may not shield
monitoring, compliance, or other
information that would otherwise be
reportable and/or accessible to EPA,
even if there is no explicit ‘requirement’ -
to generate that data.¢ Thus, this policy
does not alter regulated entities' existing
or future obligations to monitor, record
or report information required under
environmental statutes. regulations or
permits, or to allow EPA access to that
information. Nor does this policy alter
EPA's authority to request and receive
any relevant information—including that
contained in audit reports—under
various environmental statutes (e.g.,
Clean Water Act section 308, Clean Air
Act sections 114 and 208) or in other
administrative or judicial proceedings.

- Regulated entities also should be .
aware that certain audit findings may by
law have to be reported to government
agencies. However, in addition to any
such requirements, EPA encourages
regulated entities to notify appropriate
State or Federal officials of findings
which suggest significant environmental
or public health risks, even when not
specifically required to do so.

B. EPA Response to Environmental
Auditing .
1. General Policy

EPA will not promise to forgo
inspections, reducs enforcement
responses, or offer other such incentives-
in exchange for implementation of
environmental auditing or other sound
environmental management practices.
Indeed. & credible enforcement program
provides a strong incentive for regulated
entities to audit.

Regulatory agencies have an
obligation to assess source compliance
status independently and cannot

eliminate inspections for
or classes of firms. Although
environmental audits may complement
inspections by providing self-
assessment to assure compliance, they
are in no way a substitute for regulatory
oversight. Moreover, certain statutes
(e.g. RCRA) and Agency policies

¢ Seq. for example, “Duties to Report or Discloss
Information on the Environmenta! Aspects of
Business Activitias,” Environmental Law [nstitute
report to EPA. final report. September 1988,

-

establish minimum facility inspection
frequencies to which EPA will adhere.

However, EPA will continue to
address environmental problems on a
priority basis and will consequently
inspect facilities with poor
environmental records and practices
more frequently. Since effective
environmental auditii.g helps
management identify and promptly
correct actual or potential problems.
audited facilities' environmental
performance should improve. Thus,
while EPA inspections of self-audited
facilities will continue, to the extent that
compliance performance is considered
in setting inspection priorities, facilities
with a good compliance history may be
subject to fewer inspections.

In fashioning enforcement responses
to violations, EPA policy is to take into
account, on a case-by-case basis. the
honest and genuine efforts of regulated
entities to avoid and promptly correct
violations and underlying environmental
problems. When regulated entities take
reasonable precautions to avoid
noncompliance. expeditiously correct
underlying environmental problems
discovered through audits or other
means, and implement measures to
prevent their recurrence, EPA may
exercise its discretion to consider such
actions as honest and genuine efforts to
assure compliance. Such consideration
applies particularly when a regulated
entity promptly reports violations or
compliance data which otherwise were
not required to be recorded or reported
to EPA.

2. Audit Provisions as Remedies in

. Enforcement Actions L

EPA may propose environmental
auditing provisions in consent decrees
and in other settlement negotiations
where auditing could provide a remedy
for identified problems and reduce the
likelihood of similar problems recurring
in the future.® Environmental auditing
provisions are most likely to be
proposed in settlement negotiations
where: .

* A pattern of violations can be
attributed, at least in part, to the
absence or poor functioning of an
environmental management system; or

* The type or nature of violations
indicates a likelihood that similar
noncompliance problems may exist or
occur elaewhere in the facility or at
other facilities operated by the regulated
entity.

® EPA (s developing guidance for use by Agency
negotiators in structuring appropriate environmental
sudit provisions for consent decrees and other
settlement negotiations.
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Through this consent decree approach
and other means, EPA may consider
how to encourage effective auditing by
publicly owned sewage treatment works
(POTWs). POTWs often have R
compliance problems related to
operation and maintenance procedures
which can be addressed effectively
through the use of environmental
auditing. Under its National Municipal
Policy EPA already is requiring many
POTWs to develop composite correction
plans to identify and correct compliance
problems.

C. Environmental Auditing ot Federol
Facilities

EPA encourages all federa) agencies
subject to environmental laws and
regulations to institute environmental
auditing systems to help ensure the
adequacy of internal systems to achieve,
maintain and monitor compliance.
Environmental auditing at federal
facilities can be an effective supplement
to EPA and state inspections. Such
federal facility environmental audit
programs should be structured to
promptly identify environmental
problems and expenditiously develop
schednles for remedial action.

To ae extent feasible, EPA will
provicie technical assistance to help
federal agencies design and initiate
audit programs. Where appropriate, EPA
will enter into agreements with other
agencies to clarify the respective roles,
responsibilities and commitments of
each agency in conducting and
responding to federal facility
environmental audits.

With respect to inspections of self-
sudited facilities (see section III.B.1
above) and requests for audit
(see section IILA above), EPA generally
will respond to environmenta! audits by
federal facilities in the same manner as
it does for other regulated entities, in
keeping with the spirit and intent of
Executive Order 12088 and the EPA
Federal Facilities Compliance Strategy
{January 1984, update forthcoming in
late 1988). Federal agencies should,
however, be aware that the Freedom of
Information Act will govern any
. disclosure of aundit reports or audit-

enerated information requested from
gcdcn} the public.

When federal egencies discover
significant violations through an
environmental audit, EPA encourages
them to submit the related audit findings
and remedial action plans expeditiously
to the applicable EPA regional office
(and responsible state agencies, 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

- environmantal audi

negotiate a Federal Facilities
Compliance Agreement. EPA will utilize
the escalation procedures provided in
Executive Order 12088 and the EPA
Federal Facilities Compliance Strategy
only when agreement between agencies
cannot be reached. In any event, federal
agencies are expected to report pollution
abatement projects involving costs
{necessary to correct problems
discovered through the audit) to EPA in
accordance with OMB Circular A-108.
Upon request, and in appropriate
circumstances, EPA will assist affected
federal agencies through coordination of

any public release of audit findings with -

approved action plans once agreement
has been reached.

IV. Relationship to State or Local
Regulatory Agencies

State and local regulatory agencies
have independent jurisdiction over
regulated entities. EPA encourages them
to adopt these or similar policies, in
order to advance the use of effective
environmental auditing in a consistent
manner.

EPA recognizes that some states have
already undertaken environmental
guditing initiatives which differ
somewhat from this policy. Other states
also may want to develop auditing
policies which accommodate their
particular needs or circumstances.
Nothing in this policy statement is
intended to preampt or preclude states
from developing other approaches to
environmental auditing. EPA encourages
state and local authorities to consider
the basic prlndrlu which guided the
Agency in developing this policy:

* Regulated entities must continue to:
report or record compliance information
required under existing statutes or
ﬁ?u]auom. regardless of whether such

ormation is generated by an
t or contained in an
audit mﬁﬂ. Required information
cannot bs withheld menllﬁ' because it is
generated by an audit rather than by
some other means.

¢ Regulatory agencies cannot nuake
promises to forgo or limit enforcement
action against a particular facility or
class of facilities in exchange for the use
of environmental auditing systems. °
However, such sgancies may use their
discretion to adjust enforcement actions
on & case-by-case basis in response to
honest and genuine efforts by regulated
entities to assure environmental
compliance. :

o- When setting inspection priorities
regulatory agencies should focus to the
extent possible on compliance
performance and environmental results.

* Regulatory agencies must continue
to meet minimum program requirements

(e.g.. minimum inspection requirements,
etc.). . . .-

¢ Regulatory agencies should not
attempt to prescribe the pracige form
and structure of regulated entities’
environmental management or auditing
programs.

An effective state/federal partnership
is needed to accomplish the mutual goal
of achieving and maintaining high levels
of compliance with environmental laws
and regulations. The greater the
consistency bstween state or local
policies and this federal response to
environmental auditing, the greater the
degree to which sound auditing
practices might be adapted and
compliance levels improve.

Dated: June 28, 1988.
Lee M. Thomas,
Administrator.

Appendix—Elements of Effective
Environmental Auditing Programs

Introduction: Environmental auditing
is a systematic, documented, periodic
and objective review by a regulated
entity of facility operations and
practices related to meeting

. environmental requirements.

- Private sector environmental audits ¢
facilities have been conducted for
saveral years and have taken a varisty
of forms, in part to accommodate unique
organizational structures and
circumstances. Nevertheless, effective
environmental audits appear to hdve
certain discemnible elements in common
with other kinds of audits. Standards for
internal audits have been documented

. extensively. The elements outlined

below draw heavily on two of these
documents: “Compendium of Audit
Standards” (*1983, Walter Willborn,
American Society for Quality Control)
and “Standards for the Professional
Practice of Internal Auditing” (*1081,
The Institute of Internal Auditors, Inc.).
They also reflect Agency analyses
conducted ovar the last several years.

Performance-oriented suditing
elements are outlined here to help
accomplish several objectives. A general
description of features of effective,
mature sudit programs can help those -
starting audit programs, especially
federal agencies and smaller businesses.
These elements also indicate the
attributes of auditing EPA generally
congiders important to ensure program
effectiveness. Regulatory agencies may
use these elements in negotiating
environmental auditing provisions for
consent decrees. Finally, these elements
can help guide states and localities

considering auditing initiatives.
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An effective environmental auditing
system will likely include the following
general elements:

L Explicit top maonogement support for
environmental auditing and
commitment to follow-up on audijt
findings. Management support may be
demonstrated by a written policy
articulating upper management support
for the auditing program, and for
compliance with all pertinent
requirements. including corporate
policies and permit requirements as well
as federal, state 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 findings to correct
identified problems and prevent their
recurrence.

11. An environmental auditing function
independent of audited activities. The
status or organizational locus of
environmental auditors should be
sufficient to ensure objective and
unobstructed inquiry, observation and
testing. Auditor objectivity should not
be impaired by personal relationships,
financial or other conflicts of interest,
interference with free inquiry or
judgment, or fear of potential
retribution.

1Il. Adequate team staffing and
auditor training. Environmental auditors
should possess or have ready access to
the knowledge, skills, and disciplines
needed to accomplish audit objectives.
Each individual auditor should comply
with the company's professional
standards of conduct. Auditors, whether
full-time or part-time, should maintain
their technical and analytical
competence through continuing
education and training.

IV. Explicit audit program objectives.
scope, resources and frequency. Ata
minimum, audit objectives should
include assessing compliance with
applicable environmental laws and
evaluating the adequacy of internal
compliance policies, procedures and
personnel training programs to ensure
continued compliance.

Audits should be based on a process
which provides auditors: all eorporate
policies, permits. and federal, state, 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, establishing avdit scope,
examining and evaluating audit findings,
communicating audit results, and
following-up.

V. A process which collects, analyzes.
interprets and documents information
sufficient to ach.eve audit objectives.
Information should be collected before
and during an onsite visit regarding
environmental compliance(2),
environmental management
effectiveness(2), and other matters (3)
related to audit objectives and scope.
This information should be sufficient,
reliable, relevant and useful to provide a
sound basis for audit findings and
recommendations.

a. Sufficient information is factual,
adequate and convincing so thata
frudent. informed person would be

ikely to reach the same conclusions as
the auditor.

b. Reliable information is the best
attainable through use of appropriate
audit techniques.

¢. Relevant information supports audit
findings and recommendations and is
corcz’sistent with the objectives for the
audit. ’

d. Useful information helps the
organization meet its goals.

The audit process should include a
periodic review of the reliability and
integrity of this information and the
means used to identify, measure,
classify and report it. Audit procedures.
including the testing and sam%llng
techniques employed. should be selected
in advance, to the extent practical, and
expanded or altered if circumstances
warrant. The process of collecting,
analyzing, interpreting. and )
documenting information should provide
reasonable assurance that audit
objectivity is maintained and audit goals
are met.

VL A process which includes specific
procedures to promptly prepare condid,
clear and appropriate writlen reports on
audit findings. corrective actions, and
schedules for implementation. o
Procedures should be in place to'ensure
that such information is communicated
to managers, including facility and
corporate Management, who can
evaluate the information and ensure
correction of identified problems.
Procedures also should be in place for
determining what internal findings are
reportable to state or federal agencies.

VIL A process which includes quality
assurance procedures o assure the
accuracy and thoroughness of
environmental audits. Quality assurance
may be accomplished through
supervision, independent internal
reviews, external reviews, or a
combination of these approaches.

Footnotes lo Appendix

(1) A comprehensive assessment of
compliance with federal environmental
regulations requires an analysis of facility
performance against numercus
environmental statutes und implementing

. regulations. These statutes include:

Resource Conservation and Recovery Act

Federal Water Pollution Control Act

Clean Air Act

Hazardous Materials Transportation Act

Toxic Substances Control Act

Comprehensive Environmental Response.
Compensation and Liability Act

Safe Drinking Water Act

Federal Insecticide, Fungicide and
Rodenticide Act

Marine Protection. Research and Sanctuaries

Act
Uranium Mill Tailings Radiation Control Act

In addition, state and local government are
likely to have their own environmental laws.
Many states have been delegated authority to
administer federal programs. Many local
goyernments® building, fire, safety and health
codes also have environmental requirements
relevant to an audit evaluation.

(2) An environmental audit could go well
beyond the type of compliance assessment
normally conducted during regulatory
inspections, for example, by evaluating
policies and practices, regardless of whether
they are part of the environmental system or
the operating and maintenance procedures.
Specifically, audits can evaluate the extent to
which systems or procadures:

1. Develop organizational environmental
policies which: a. implement regulatory
requirements; b, provide management
guidance for environmental hazards not
specifically addressed in regulations;

2. Train and motivate facility personnel to
work in an environmentally-acceptable
manner and (o understand und comply with
government regulations and the entity's
environmental policy:

. 3. Communicate relevant environmenta!
developments expeditiously to facility and

. other personnel:

4. Communicate effectively with
government and the public regarding serious
environmental incidents:

S. Require third parties working for, with or
on behalf of the organization to follow its
environmental procedures:
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8. Muke proficient personnel available at
all times to carry out environmental
{espacially emergency) procedures:

7. Incorporute environmental protection
into written operating procedures;

8. Apply bast management practices and
operating procedares, including “good
housekeeping” techniques:

9. Institute preventlive and corrective
muintenance systems to minimize actual and
potential environmental harm: :

10. Utllize best available process and
control technologies:

11, Use most-effective sampling and
monitoring techniques. test methods,
recardkeeping systems or reporting protocols
({beyond minimum legal requirements):

12. Evaluste causes bekind any serious
environmental incidents and establish _
procedures to avoid recurrence:

13. Exploit source reduction, recycle and
reuse potential wherever practical: and

14. Substitute materials or processes to
allow use of the Ieast-hazardous subutances
feasible.

(3) Auditors could also agsess
environmental risks and uncertainties.

|FR Doc. 86-15423 Filed 7-8-86 8:45 am)
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Directors
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Chief Counsel
Enforcamant Chiafs

Willtam W. Carter %

Assistant secretary tor law Enforcement
and Counsel

DATE:  March 8, 1993
SIIRTECT: Cal/FPA Ganeral Policy on Envivonmental Auditing

This memorandum sets forth Cal/EPA’s policy on environmental
auditing or voluntary disclosurc. Thiec policy closely follows
those adaoptad by US FPA and the US Department of Justice. ‘tnis
policy applies only to administrative and civil casns, pet
criminal cases.

It is the policy of Cal/EPA to encourage self-auditing,
self-policing, and voluntary disclosurc of environmental
vioclations by the regulated community by indicating that these
activitiaes are viewed as mitiguting factors in the Agency’s
exercise of environmental enforcomcnt diocrotion. Thie document
is intandad to saet forth Cal/FPA’s policy on environmental
auditing and specific issues relatiny to environmental auditing.
Further, it describes the factors that Cal/EPA concidore in
deciding whathar to bring an enforcement action for a violation
Of an environmental statute, zo that such actions do not create a
disincentive teo or undermine the goal of encouraging oritical
salf-auditing, self-palicing, and voluntary disclosure. It is not
intended to limit or abridge the right of a distcict attorney,
Attorney General, U.S. Attorney, or city attorncy to exercise
prosecutorial disaration in evalvating criminal actions. Rather,
it is designed to give direction concerning tlie exercise of
enforcement dicoretion in non-oriminal environmental casee and to
ensure that such discretion is exercised consistently statewide.
Finally, it is suggested that this document be followed in
conjunction with Cal/EPA’s policy on "Rosponsae to Suspected
Ccriminal Violations of Environmental Law."

It is also intended to give the regulated community a sensae

$35 Capital MalL Suite 235 @ Sacramento. California 93814 o (916)445-3846 o Fav: (916 445640
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of luw Lle state exercises its enforoement dicorotion with
recpect to such factors as the facility’s voluntary disclosure of
violations, cooperation with the government in iunvestigating the
viclations, use of envirvnmental audits and other procedures to
encure conmpliance with all applicable environmental laws and
regulations, and use of measures to remedy expeditiously and
completely any violations and the harms cauced thereby.

1l recommend that each Board and Department incorporate this
policy into their media-gpccific pelicles. any guestions
concerning the implemantation of this policy should be addressed _
- to the chief Counsel of the apprupriate Board or Department, or s
' to the Agenoy’s Aseictant Secretary for Law Enforcement and -
Counsel.

Attachment




I. Geperal Cal/EPA Pulicy oun Cnvironmental Auditing

.

A. Tntraduction

Environmental auditing is a systewatic, documanted, periodic
and objective review by regulated.entities' of facility
operations and practices related to meuting onvironmental . )
requirements. Audits can be designed to accomplish any or all of
the rollowing: verify compliance with environaental
requirements; evaluatec thc cffcotivenese of environmental
management systems already in placa; or, assaess risks from
regulated and unregulated materials and pructices.

Auditing serves as a quality assurance check to help improve
the effectiveness of basic environmental managemenl by verifying
that management practices are in place, functioning and adegquate.
Environmental audits evaluate, and are not a substitute for,
direct compliance activities such as obtaining permits, ]
installing controls, monitoring compliance, reporting violations,
and keeping recnrds. Fnvironmantal auditing may verity, but does
not include, activities required by law, regulalion, vr permit
(e.g., continuous cmissions monitoring composite correction plans
at wastewatar treatment plants, ate.). Audits do not in any way
replace requlatory agency inspections. However, anviromental
audits can improve compliance by complementing conventional
federal, stata, and lacal oversight.

The appondix to thie policy etatement outlines scme basic
alemants of anvironmantal auditing (e.g., auditor independence
and top management support) for use by thuse considering
implemontation of offoctive auditing programs to help achieve and
maintain complianca. Additional information on environmental
auditing practices can be found in various published materials.?

Environmantal auditing has davaloped for sound businass
reasons, particularly as a means of helping regulated entitius
manage pollution control affirmatively over time instead of
reacting to crises. 2Auditing can rasult in improved facility
anvironmantal parformanas, halp communicate affaectiva solutions
to common environmantal problems, focus facility managers’
attention on current «nd upconing regulatory regquirements, and

! "Ragulated entities" include private firms and public
agonaice with raciliticc scubjcot to cenvironmental regulation.
Public agencies can include faderal, state or local agencies.

2 See ©.g9., "Curront Practices in Environmecntal auditing,"
EPA Roports No. EPA-230-09-83-008 February 1984, "“Annstated
Bibliography on tnvironmental Auditing Fitth Edition September
1988, beoth available from Regulatory Reform Staff PM-223, EPA 400
M Street, SW, Washington, D.C. 20460.
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yeuetale pivluculs and ‘checklists which hclp fasilitico bottor
manage themselves. Auditing al:» can result in better integrated
management ot environmental has. ds since auditors [reguently
identify environmenlal liubilities which go beyond regulatory
compliance. Companies, public entities, and federal facilities
have employed a variety of environmental auditing practices in
recent years. GSeveral hundred major flrms in diverse industries
now have eonvironmental auditing programs, although they often are
known by other names such as assessment, survey, surveillance
review, or appraisal.

While auditing has demonstrated its usefulness to those with
audit programs, many others still do not audit. cClarification of
Cal/EPA’s position regarding auditing may help encourage
regulated entities to establish audit programs or upgrade systems
already in place.

B. Cal/EPA Encourages the Use of Enviconmental Auditing

Cal/EPA encourages requlated entities to adopt sound
environmental management practices to improve environmental
performance. In particular, Cal/EPA e¢ncouragee rogulated
entities subject to environmental requlations to institute
environmental auditing programs to help ensure the adegquacy of
internal systems to achieve, maintain, and ronivor compliance.
Implamantation of environmental auditing pcograms can result in
better ldentirication, resolution, and avoidance of enviruvnmental
problems, as well as improvcements to management practicaese.
Audits can ba annductad affactivaly by independent, internal, or
third party auditors. Larger orgunications generally have
greater recourcee to devote to an internal audit team, while
smallar aentitias might ba more likely to use outside auditors.

Regulated cntitics are responcible for taking all necessary
stops to ensure compliance with environmental raquirements,
whether or not thay adopt andir programs. Although environmental
lavs do not require a regulated facility to have an auditing
program, ultimate responsibility for the environmental
portornance of the facility lies with top management, which
therefore has a strong incentive to use reasonable means, such as
environmental auditing to secure reliable information of facility
compliance etatue.

Cal/EPA does not intend to dictate or interfere with the
cnvironmental management practices of private or public
organizations. Nor does Cal/EPA intend to mandate auditing
(though in certain instances, Cal/EPA may seek to include
provisions for cnvironmental auditing as part of sottlomont
agreccments, ac noted below). Becausce cnvironmental auditing
systame have haan widely adoptad on a voluntary bagis in the
pust, und becuuse audit quality depends to u lurge degree upon
genuine management commitment in the program and itec objectives,
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auditing sLwuld remain a voluntary activity.

1I. Cal/EPA Policy on Specific Environmental Auditing Lssues
A. Agancy Requaste for Audit Raeports

Cal/EPA has broad statutory authority to request relevant
information on the environmental compliance status of regqulated
entities. However, Cal/EPA believes routine Agency requests for
audit rcports® could inhibit auditing in the long run, deorcasing
both tha quantity and quality of audits conducted. Therefore, as
a matter of policy, Cal/EPA will not routinely request
environmental auait roporets.

Cal/EPA’s authority to request an audit report, or relevant
portions thercof, will bec cxecrcised on a case-by-case basis where
the Agency determines it is needed to accomplish a statutory
mission, or where the State deems it to be material to a criminal
investigation. Cal/EPA cxpects such requests to be limited, most
likely focused on particular information needs rather than the
entire report, and usually made where the information needed
cannot bc obtained from monitoring, recporting, or other data
otharwira availabla tio tha Agancy. Fxamplaes would likely include -
situations where: audits are conducted under consent decrees or
other eeottlomont agrcomente; a company hae placed ite management
practicas at issuae hy raising them as a defense, or state of

mind, or intent are a relevant element of }.nquiryi such as during

a criminal inveetigation. Thie list ie illustrative rather than
exhaustive since there doubtless will be other situations, not
subject to prediction, in which audit reports rather than
information may be required.

Cal/EPA acknowledges regulated entities need to self-
cvaluate cnvironmcntal performance with some measure of privacy
and encourages such activity. Howaver, audit reports may not
shield monitoring, compliance, or other information that would
otherwise be rcportable and/or accessible to Cal/EPA, even if
there is no explicit "requirement" to generate that data. Thus,
this policy doas not alter regulated entities existing or future
obligatione to monitor, rcoord, or roport information required

3 An "environmental audit report" is a written report which
candidly and thoroughly presents findings from a review conducted
“s & parl of an environmontal audit as dosoribed in section II.A of
facility environmental performance and practices. An audit report
is not a substitute for compliance monitoring reports or other
reporte or records which wiay be mandaled by Cal/EPA or other
regqulatory authority.




under environmental statutea, regulations, or permite, or to
allow Cal/EPA access to that information. Nor doas this policy
alter Cal/EPA’s authority to request and receive any relevant
information—--including that contained in audit repertec——under
various environmental statutes (e.g., Health & Saf. Coda, §§
42303 & 25185.6 and Water Code, § 13267(b)) or in other
adminictrative or judicial proceedinge.

Regulated entitles also should be aware that certain audit
findings may by law have Lo be reported to government agencies.
However, in addition to any such requirements, Cal/EPA encourages
regyulaled entities Lo notifly appropriate State or Federal
officials of findinge which suggest significant environmental or
public health risks, even when not specitically reguired to do

S$Q.

B. Cal/EPA Response to Environmental Auditing
1. Ganeral Policy

Cal/EPA will not promise to forego inspectiaons, reduce
enforcament responses, or offer other such incentives in exchange
for implementation of environmental auditing or other sound
environmental management practices. Indeed, a credible
enforcement program provides a strong incentive for regulated
entities to audit.

Regulatory agencies have an obligation to assess source
conmpliance status independently and cannot eliminate inspections

for particular firms or classes of firms. Although envirommental
audits may complement ingpectione by providing salf-ascossment to
assure compliance, they are in no way a substitute for regulatory
oversight. Moreover, certain statutes (e.g., RCRA) and Agency
policies establish minimum facility inspection frequoncies to
which Cal/ErA will adhere.

Howevar, Cal/EPA will continue to address environmental
problems on a priority basis and will consequently inspect
facilities with poor environmental records and practices more
frequently. Since effactive environmental auditing helps .
management identiry and properly correct actual or potantial

roblems, audited facilities’ environmental performance should
- improve. Thus, while Cal/EPA incpections of ceolf-audited
facilities will continue to tha extant that compliance
performanca is cousidered in setting inspection priorities,
facilities with a good compliance history may bo subject to fewer
inspections.

. Tn fashioning enforcement responses to violations, Cal/EPA
policy is to take into account, on a case-by-case basis, the
honent and gemuine offorts of regulated entities to aveid and
promptly correct violations and underlying environmental
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problemc. When reogulated entiticoc take roaconable precautiono teo
avoid noncompliance, axpaditiously correct underlying
environmental problems discovered through audits or other means,
and implement mcasurces to prevent their reourrencce, Cal/EPA may
axarcise its discretion to consider such actions as honest and
genuine efforts to assure compliance. Such consideration applies
particularly when a regulatod cntity promptly repoxte violations
or compliance data which otherwise were not requirad to be

. recorded or reported to Cal/EPA.

2. Audit provisions as remedies in enforcement actions.

Cal/EPA may propose¢ wnvirommental auditing provisions in
consent degrees and in other settlement negotiations where
auditing could provide a remedy for identified problews and
Teduce the likelihood of similar problems recurring in the
future. Environmental auditing provisions are most likely to ba
proposed in settlement negotiations where:

O A pattern of viclations can be attributed, at least in
part, to the absence or poor functioning of an
environmental management systemn; or

O The type or nature of violations indicates a likelihood
that similar noncompliance problems may exist or occur
elsewhere in the facility or at other facilities operated
by the regulated entity.

C. Environmental Auditing at Federal Facilities.

Cal/EPA encourages all federal agsicies subject to
environmental laws and regulations to institute environmental
auditing systems to help ensure the adequacy of internal systems
to achieve, maintain and monitor compliance. Environmental
auditing at tederal tacilities can be an ettective supplement to
US EPA and Cal/EPA inspectiuns. Such federal facility
environmental audit programs should be structured to promptly
identify environmental problems and expeditiously develop
schedules for remedial action.

To the extent feasible, Cal/EPA will provide technical
assistance to help federal agencias design and initiaste audit
programg. Where appropriata, Cal/EPA will enter into agrecomonts
with other agencies to clarify the respectiva roles,
responsibilities and commitments of each agency in conducting and
responding to federal facility cnvironmental audits.

With respect to inspuctivnu vl sulf-audlted facilitics (scc
Saction II.B.1 above) and requests for audit reoports (see Section
II.A abova), Cal/EPA generally will respond to environmantal
auditas by federal focilities in the same manner ae it doec for
other ragulated entities, in keeping with the spirit and intent

s
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of the Federal Facilitico Complianoe Aot of 1993 (HR 23194).
Faederal agencias should, however, be aware that the Freedom of
Information Act will govern any disclosure of audit reports or
audit-generated information requeeted from federal agenciec by
the public.

Whon federal agencies discovaer significant violations
through an environmental audit, Cal/EPA encourages them to submit

the related audit findings and remedial action plans
expeditiocusly to the applicable Cal/EPA regional office and
responsible rederal agencies, where appropriate, even when not
sgecifically required to do so. Upon request and in appropriate
circumstances, Cal/EPA will review the audit findinys and assist
the arfected rederal agencies.

III. Relationship to Federal and Local Regulatory agencies

Federal and local regulatory agencies have independent
jurisaiction over regulataed entities. Cal/EPA has adopted
auditing policies similar to those of US EPA. Moreover, the
Agency encourages local agenciss to adopt these or similar
policies, in order to advance the use of effective environmental
auditing in a consistent manner.

Nothing in this policy statement is intended to preempt or
preclude locals from developing other approaches to environmental
auditing. Cal/LPA encourages local authorities to consider the
basic principles which guided the Agency in developing this

policy:

o Regulated entities must continue to report or record
compliance information required under existing statutes or
regulations, regardless of whether such information is generated
by an environmental audit or contained in an audit report.
Required information cannot be withheld merely because it is
generatad by an audit rather than by some other means.

o Regulatory agencies cannot nmake promises to forgo or
limit enforcement action against a particular facility or class
of facilities in exchange for the use of environmental auditing
systems. However, such agencies may use their discretion to
adjust enforcement actions on a case-by-case basis in response to
honest and genuine efforts by regulated entities to assure
environmental compliance.

o When setting inspection priorities regulatory agencies
should focus, to the extent possible, on compliance performance
and envirenmantal reasults.

°) Regulatury ayenclies must continue to meet minimum
program raquiremante (e.g. minimum innpaction requirements, ete.)




o Regulatory agencics should not attempt to prescribe the
pracisa form and structure of ragulatad entities’ envirsnmental
management or auditing programs.

An ettective local/state/tederal partnership is needed to
accomplish the mutual goal of achieving and maintaining high
levels of compliance with environmental laws and regulations.
he greater the consistency between federal or local policies and
this state response to environmental auditing, the greater the
degree to which sound auditing practices might be adopted and
compliance levels improved.

APPENDIX
vi ' jti tem:

As previously stated, environmental auditing is a
systematic, documented, periodic and objective review by a
raegulated entity of facility operations and practices related to
meeting environmental requirements.

Private sector environmental audits of facilities have been
conducted ror several vears and have taken a variety of forms, in
part to accommodate unique organizational structures and
circumstances. Nevertheless, effective environmental audits
appear to have certain discernible elements in common with other
kinds of audits. Standards for internal audits have been
docunmented extensively. The elements outlined below draw heavily
on two of these documents: "Compendium of Audit standards" (1S83,
Walter Willborn. American Society for Quality Control) and
"Standarde for the Professional Practice of Internal Auditing”
(1981. The institute of ilnternal auditors, Inc.)

Porformance-orientad auditing elements are outlined here to
halp accomplish several objectivas. A general description of
faaturar of effaective, msture audit programs can help those
starting audit programe, ecpecially federal agencies and smaller
businesses. Thasa elaments alre indicate the attributes ot
auditing cal/EPA ganaerally considers important to ensure program
effcotiveneoss. Rogulatory agencics may uee thece elements in
negotiating anviraenmantal auditing provisions for consent
dacrees. Finally, these olemants can help guide localities
coneidering auditing initiativee.

An effective envirommental awditing system will likely
include the following general elements:

I. Explicit top management support for environmental
auditing and commitment to follow-up on audit findings.
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rellaple, relevant ana userul to provide a suvund basis [or audit
findings and recommendations.

a. Surricient information is factual, adequate and
convinecing co that a prudent, informed person would be
likely to reach the same conclusions as the auditor.

Reliable information ic the best attainable through use
of appropriate audit techniques.

Relevant information supports audit findings and
recommendations and is consistent with the objectives
for the audit.

d. Useful intormation helps the organization meet its
goals.

‘Ihe audit process should include a periodic review of the
reliability and integrity of this information and the means used
to identify, measure, classify and report it. Audit procedures,
including the testing and sampling techniques employed, should be
selected in advance, to the extent practical, and expanded or
altered if circumstances warrant. The process of collecting,
analyzing, interpreting, and documenting information should
provide reasonable assurance that audit objectivity is maintained
and audit goals are met.

- VI. A process which includes specific procedures to
promptly prepare candid, clear and appropriate written reports on
audit rindings, corrective actions, and schedules for
implementation. DProcedures should be in placc to cnsure that
such information is communicated to managers, including facility
and corporate management, who can evaluate the information and
ensure correction of identified problems. Proccdures alse should
be in place for determining what internal findings are reportable
to state or raederal agencties.

VII. A process which includes quality assurance procedures
to ageure the accuracy and thoroughness of environmental audits.
Quality assurance may be accomplished through supervision,
independent internal reviews, external reviews, or a combination
of these approaches.

Juid Envixonmental Auditing when. initiating an_knforcement
dction: ’

I. Nature of thie cuidancc

This guidance explains the current genaral practica of
Agency in making cnfozcement declsions ufter yiving consideration
to the criteria deecribed beclow, as well ae any other criteria

9




Management support may be demonstrated by a written policy
articulating upper management support for the auditing program
and for compliance with all pertinent requirements, including
corporate policies and permit requirements as well as federal,
state and local statutes and regulations.

Management support for the auditing program 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
audited activities. The status or organizational locus of
environnental auditors should be sufficient to ensure objactiva
and unobstructaed inguiry, observation and testing. Auditor
objectivity should not be impaired by personal relationships,

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

IIT. Adequate team staffing and auditor training.
Environmental auditors should possess or have ready access to the
knowledge, skills, and disciplines needed to accomplish audit
objectives. Each individual auditor should comply with the
conpany’s professional standards of. conduct. Auditors, whether
full-time or part-time, should maintain their technical and
analytical competence through continuing education and training.

Iv. Explicit audit program objectives, scope, resources and
frequency. At a minimum, audit objectives should include
assessing compliance with applicable environmental laws and
evaluating the adeguacy of internal compliance policies,
procedures and personnel training programs to ensure continued
compliance.

Audits should be based on a process which provides auditors:
all corporate policies; permits; and fedaral, state, and local
regulations pertinent to the facility; and checklists or
protocols addressing specific features that should be avaluatad
by auditors.

Explicit writtan avdit procaduras ganerally should be used
for planning audits, establishing audit scope, examining and
evaluating audit findings, communicating audit results, and
following-nup.

V. A process which collects analyses, interprets and
dooments information sufficient to achiave audit objactives.
Information should be collected before and during an onsite visit
regarding environmental compliance (1), environmental management
effectiveness (2), and other matters (3) related to audit
objectives and scope. This information should be sufficient,
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that are relevant to the exercise of enforcement discretion in a
particular casa. This discussion is an expression of, and in no
way departs trom, the long tradition of exercising entforcement
discretion. The criteria set forlh below are intended only as
internal guidance to Cal/EPA attorneys. They are not intended
to, do not, and may not be relied upon to create a right or
benerit, substantive or procedural, enforcuable at law by a party
to litigation with the State of California, nor do they in any
way limit the lawrul litigative prerogatives, including civil or
administrative enforcement actions, of the any Board or
Departnent of the Califernia Fnvironmental Protection Agency.
They are provided to guide the effective use of limited
enforcement rcsources, and do not derive from, f£ind their basils
in, nor constitute any legal raquirament, whether constitutional,
statutory, or otherwise, to forego or modify an enforcement
action or the use of any evidentiary material.

Finally, this guidance and the examples contained herein
provide framework for the detcrmination of whether a partioular
case presents the type of circumstances in which lenience would

bg approprlate.

II. Eactore to ba Considered

Where the law and evidence would otherwise be sufficiant for
an enforcement. action, tha Roard or Department should consider
the factors contained herein, to the extent they are applicable,
aleng with any other relevant factore, in determining whether and
how to proceed. It must ha emphasizad that these are examples ot
the types of factors which could be relevant. They do not
constitute a definitive rccipe or checkliet of regquiremonts.

They merely illustrata snma of tha types of information which is
relevant to our exercise of enforcement discretion.

It is unlikely that any one factor will be dispositive in
any given casa. Al relevant factors are considered and given
the weaight deemed appropriate in the particular caece.

A. Vejuntary Disclosure

The Cal/EPA Board or Department should consider whethar
the person' made a voluntary, timely, and complete disclosure of
the matter under investigation. Consideration should be given to
whathor the person came forward promptly after discovering the
noncompliance, and to the quantity and quality of information
provided. Particular consideration should be given to whether
the disclosure substantially aided the government’s investigation

4 As used in this doccument, the terms Yperson® and
"viul§tor" are intonded to refer to bueinece and nonprofit
entities, as well as individuals.
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" . prococe, and whothor it ocourrad baforo a law onforcoemont or

regulatory authority (tederal, state, or local authority) had
already obtained knuwledye regyarding noncompliance. A disclosure
i3 not consideraed to bae "voluntary" if that disclosure iz already
specifically required by law, regulation, or permit.’

B. ~ Cooperstion

The Board or Department should consider the degree and
timeliness of cooperation by the person. Full and prompt
cocperation is essential, whether in the context of .a voluntary
disclosure or after the government has independently learned of
the violation. Consideration should be given to the violator’s
willingness to make all relevant information (including the
complete results of any internal or external investigation and
the names of all potential witnesses) available to government
investigators and regulators. Consideration should also be given
to the extent and quality of the viclator’s assistance to the
government‘s investigation.

C. Preventive Measures and compliance Programs

The Board or Department should consider the existence and
scope of any regularized, intensive, and comprehensive
environmental compliance program; such a program may include an
environmental compliance or management audit. Particular
consideration should be given to whether the compliance or audit
program includes sufficient measures to identify and prevent
Zuture noncompliance, and whether the program was adopted in gooad
faith in a timely manner.

Compliance programs may vary, but the rollowing questions
should be asked in evaluating any program: Was there a strong
ingtitutional policy to comply w¥t§ all environmental
requirements? Had safeguards beyond those required by existing
law been developed and implemented to prevent noncompliance from
occurring? Were there regular procedures, including internal or
external compliance and management audits, to evaluate, detect,
prevent, and remedy circumstances like those that led to the
noncompliance? Were there procedurac and safeguards to ensure
the integrity ot any audit conducted? Did the audit evaluate all
sougces of pollulion (l.¢., «l1 media), including the posaibility
of cross-media trancfors of pollutante? Wdre the auditor’s

5 For oxample, any party, without regard to intent or
negligence, responsible ror the discharge or threatened discharge
of o0il in marine waters shall report the discharge to the Office of
Fmergency Sarvicas who, in turn, notifies the public agencies
affected by the spill, including the regional water quality control
board having jurisdiction over the lecation of the discharged oil.
(Gov. Code, § 8670.25.5.)
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rcoommendationo implemented in a timely fashion? Were adeguate
resources committed to the anditing program and to implementing
its recommendalions? Was environmental compliance a standard by
which employee and corporate departmental performance was judged?

D. Lt Lo actors whic v

1. EPervasiveness of Noncompliange

Pervacivec noncomplianoc may indicatc systomic or repeated
participation in or condonation of ariminal behavior. It nmay
also indivate the lack of a meaningful compliance program. 1In
evaluating thic factor, the Board or Department chould
consider, .among other things, the number and level of employeaes
participating in the unlawful activities and the obviousness,
seriousness, duration, history, and frequency of noncempliance.

2. Interpal Disciplinary action

Effective internal disciplinary action is crucial to any
compliance program. The Board or Department should consider
whether thare was an affective system of discipline for
employees who violated company environmental compliance peolicies.

Did the disciplinary syslem eslablish an awareness in other
employees that unlawful conduct would not be condoned?

3. seque Co; Q ort

, The Board or Department should consider the extent of any

efforts to remedy any ongoing noncompliance. The promptness and
completeness of any action taken to remove the source of the
noncompliance and to lessen the environmental hazard resultin
from tho noncompliance chould bo considered. Considerable weight
should be given to prompt, good-taith etforts to reach
envirommental compliance ayceements with federal or state
authorities, or both. Full compliance with such agreementc
should ba a factor in any dacision whether to institute an
anforcamant action.

TIT. A A hese Pactors t ¢

Thece exanpleec are intonded to accict Agency personnel in
their exercise ot discretion in evaluating environmental cases.
The situations, of cougse, present & wide variety of fact
patterns. Therefora, in a given case, some of the criteria may
be satisfied while others may not. Moreover, satisfaction nf

s While this policy applies to both individuals and
organizational vioclators, thece examples focus particularly upon
situations involving organizations.
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varioug oritoria may he a mattor of dogree. Consequently, thae
effect of a given mix of factors also ls a matter of degree. In
the ideal situation, if a company fully meets all of the
critaria, tha rasult may ha a dacision not to taka an enforcenment
action aqgainst that company. Even if satisfaction of the
criteria is not complete, still the company may benefit in terms
of dagran af anforanmeont rogponan by the government. The
following hypothetical examples are intended to illustrate the
operation of these gquidelines,

Example 1:

Thise is the ideal case in terms of criteria =zatisfaction and
consequant enfoccement leaiency.

1. Company A regularly conducts a comprehensive audit of
its compliance with environmental requirements.

2. The audit uncovers information about employees’
disposing of hazardous wastes by dumping them in an
unpermitted location.

3.. An interndl coumpany investigation confirms the audit
information. (Dcpending upon the naturc of the audit,
this follow-up investigation may be unnecessary.)

4. Prior to the violationc the company had a sound
compliance program, which incluaed cilear policies,

employee training, and a hotline for suspected
vioiations.

5. Ac egoon a¢ the company confirms the violations, it
discloses all pertinent informatioi to the appropriate
guveriuuent ayency; it undertakes wompliance planning
with that agency; and it carrico out satisfactory
ramadiation maasures.

6. The company also undertdkes to correct any falsce
information praviously submitted to the government in

relation to the violations.

7. Tntarnally the company disciplinas the employees
actually involved in the violatlons, including any
supervisor who was lax in preventing or detecting the
activity. Aiso, the company reviews its compliance
program Lo delermine how the viovlatiuns slipped by and
corrccts the woaknecses found by that rovicw.

8. The company discloses to the government the names of
the amplovaes actually responsible for tha violations,
and it cooperates with the government by providing
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documcntation ncccoosary to the invecotigation of thoose '
persons.

Under thesce civcumstancez Company A would etand a good
chance of baing favorahly considered for anforcemant. leniency.
The deqree of any leniency, however, may turn upon other relevant
factore not epccifically dualt with in theee guidelines.’

Example 2:

At the opposite end of the scale is Company 2z, which meets
few of the criterida. The likelihivud vl enforcenent leniencvy,
therefore, is remota. Company Z‘s circumstances may include any
of the following: .

1. Bocause an employes has threataned to roport a
violation to the authorities, the company is atraid the :
investigators may begin looking at it. an audit is P
undertaken, but it tocuses only upon the particular
vioclation, ignoring the possibility that the vioclation
may be indicative of widespread activities in the
organization.

2. After completzng the audit, Company Z reports the
violations digscovered to the government.

. 3. The coumpany hiad « compliance program, but it was
) effactivaly no more than a collaction of paper. No
ettort is made to disseminate its content, impress upon
enployees its sign;f;canye, train employees in its
application, or ovarsee ite implementation.

4. Even after "discovery" of the v1°1ation, the company
makes no effort to strengthen its compliance
procedures.

5. The company makez no effort to come to terme with
regulators regarding its violations. It resists any
remedis) work and refuses Lo pay any monstary
ganctioneg.

6. Because of the noncompliance, informatiorn submitted to
ragulators over the ycars has been materinily
inaceurate, painting a substantially false picture of
the company’e true compliance gituation. The company
fails to take any steps to correct that inaccuracy.

? For exampla, if the company had a 1loeng history of
noncompliance, the compliance audit was done only under pressure
from regulators, and & timely audit would have ended the violations
much soonar, those circumstances would be considerad.
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The company does not cooperate with regulaters in
identifying those employees (including managers) who
actually were involved in the violation, and it resists
disclosure of any ducuments relating either to the
violations or to the responsible employees.

In theve ciccumutunces lealonuy is unlikoly. The enly
positive action is the so-=-callad audit, but that was so narrowly
focused as to be of questionable value, and it was undertaken
only to hoad off a poceible investigation. Otherwise, the
company damanstrated no good faith either in terms ot compliance
efforts or in assisting Lhe government in obtaining a full
underestanding of the violation and discovering its sources.

Nonetheless, these factors do not necessarily assure seeking
a oriminal prosocution of Company 4. Ae with Company A, above,
othar ciraumstancas may be present which affect the balance for
consideration. For exumple, the effecl of the viovlation (becauss
of cubectance, duration, or amount) may ba such that prosacutors
would not consider it to be an appropriate criminal case.
Administrative ur civil proceedings may be considered a more
appropriate raesponsa.

Other Examples:

Between these extremes there is a range of possibilities.
The presence, absence, or degree of any criterion may affect the
oxercise of discretion. Below are some examples of
such eftects:

1. In a cituation otherwise similar to that of Company A
above, Company B pertorms an audit that is very limited
in scope and probably reflects no more than an effort
to avoid an enforcamant action. Degpite that
background, Company B is cooperative in terms of both
bringing itself into compl;ance and providing
information regarding the crime and its perpetrators.
he result could be any of 2 number of outcomes,
including enforcement of a lesser violation or a
dacision to enforce against the individuals rather than
the company.

Again the eituation ic cimilar to Company A’c, but
Company C rafusas to ravaal any information regarding
the individual violators. The likelihood of the Board
or Dopartment eccking to procecute the company
criminally are substantially increased.

In anothar situation similar to Company A’g, Company D
chooses to "sit on" the audit and take corrective

action without telling the government. The government
learns of the situation months or yeara after the fact.
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A complicating fact here is that environmental regulatory
programs are self policing: they include a substantial number of
reporting requirements. If reports which in fact presented false
information arc sllowed to stand uncorrected,; the rcliability of
this system is undarminad. They also may lead to adverse and
unfair impacts upon other members of the regulated community.

For examnple, Company D failed to report discharges of X
contaminant into a municipal sewer system, discharges that were
terminated as a result of an audit. The sewer authority, though,
¥nowing only that there have bLean excessive loadings of X, but
not Knowing that Company D was a source, tightens limitations
upon all known sources of X. Thus, all of those sources incur
additional treatment expenses, but Company D is unaffected.

Had Company D revealed its audit results, the other companies
would not have suffered ulinecessary expenses.

In some situations, moreover, railure to report is a
crime. (See, Gov. Cude, § 8670.64(c)(l).) To illustrate the
ettfect of this factor, consider Company k, which conducts a
thorough audit and rinds that hazardous wastes have been disposed
of by dumping them on the ground. The company cleans up the area
and tightens up its complianca program, but does not reveal the
situation to regulators. Assuning that a reportable quantity of
a hazardous substance was released, the company was under a legal
obligation under Govarnment Code section 8670.64(c) (1) to report
that release as soon as it had knowledge of it, thereby allowing
regulators the opportunity to assure groper clean up. Compan
E’s knowing failure to report that release upen learning of it is

itself a felony.

In the cases of both Company D and Company E, consideratian
would be given by regulators for remedial efforts; hence
enforcement of fewer or lesser charges night result. However,
because Company D’s silence adversely affected others who are
entitled to fair regulatory treatment and because company E
deprived those legally responsible for evaluating cleanup needs
of the ability to carry out their functions, the likelihood of
their totally escaping the initiation of a criminal prosecution
is significantly reduced. ,

4. Company t’s situation is similar to that of Company B.
Howevar, with rayacd o the various vioclations shown by
the audit, it concentrates upon correcting only the
easier, less expensive, less signiticant among them.
Its lackadaisiceal approach Lo correction does not make
it 2 strong candidate for leniency.

s, Company G is similar to Company D in that it performs
an audit and finds violations, but does not bring them
tv Lthe government’s attention. Those violations do not
involve failures to coemply with reporting requirements.
The company undartakas a program of gradually
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corracting ite violations. Whan tha govarnmaent learnes
ot the situation, Company G still has not remedied its
must significant violations, but claim that it
certainly planned to get to tham. Company C could
receive some consideration for its efforts, but its
failure to disclose and the slowness of its remedial
work probably mean that it cannot expact a cubstantial
degree of leniency.

G. Comprehensive audits are conaidered positive efforts
toward good raith compliance. However, such audits are
not indispensable to enforcement lcnicncy. Company H'e
situation is mssentially identical to that of Company
A, except for the fact that it dues not underteke a
comprehensive audit. It does not have a formal audit
program, bul, as part. of its efforts to ensure
compliance, does realize that it is committing an
- environmental vielation. It thercafter takee etepe
Sty othearwisa idantical Lo Lhuse of Company A in terms of
: : compliance efforts and couvperation. Company H is also
e a likely candidate for lcnicnoy, including poesibly no
' criminal prosacurion.

R In sum, mitigating efforts madc by the regulated community
" will be recagnizead and aevaluated. While Cal/EPA <annot grant

v immunity from prosecution, only « district attorney, attorney
general or a city attorncy can make euch promises, Cal/EPA can
make recommendations based on the apove criteria. ‘Lhe greater
the showing uf yood faith, the more likely it will be met with
leniency. Conversely, thc leee good faith shown, the less llkely
that entorcement discretion will tena towara leniency.
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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

e  Community Right to Know
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MULTINATIONALS’ AUDIT PROGRAMS

3M Company

U.S. Minerals-Based Company
Atlantic Richfield Company
General Motors

Royal Dutch/Shell Group




PROGRAM ESTABLISHED
PROGRAM OBJECTIVES

ORGANIZATION
AUDTT TEAM OBJECTIVES |

SCOPE AND FICUS

AUDIT FREQUENCY

TEAM SIZE AND DURATION
AUDIT METHODOLOGY
REPORTING FINDINGS
REPORT CONTENT

REPORT TIMING

REPORT DISTRIBUTION

EXIT MEETING

CORRECTIVE ACTION AND
FoLLOW-UP

TRACKING AUDIT FINDINGS

AUDIT WRAP-YP

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

Identify potential environmental problems

Keep top management informed on oompllance 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 concems at the facility.

Environmental multimedia and management systems review 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 concem.

All audits are perform~d under legal direction with the Attomey-Client Privilege. A
formal, written repor.  'the audit is issued to top management and to the comrective
action team.

Executive summary report stating what was found (positive and negative),

‘recommendations for improvements and timing on the cormrective follow-up process.

Foimal repait issued from Gemeral Counsel office within tow weeks of the
completion of the audit.

Limited to Facility Manager, EE&PC; Manager and Divison Contact. Manufacturing
Director, Division Vice President, Govemment Compliance Audit Department, and
EE&PC Auditing files.

A draft report is reviewed at the site by facility and EE&PC personal at the
conclusion of the audit.

Facility and corporate environmental staff select target dates and assign
coordinators for each audit finding. Facility manager is responsible for corrective
action and follow-up process.

Audit computer tracking (ACT) status reports issued on open audit findings every 80
days to EE&PC division contact and facllity manager until all audit findings are
corrected.

Lalter sont to manufacturing director indicating all audit findings oomp%eted Survey
sent to facility managers for their assessment of auditing process.

Issued: 2 Jan 85
Retssued: 20 Dec 91

3M Company




3M Company’s Auditing Program
Qutside the U.S.

Evolving Program - 2 part Strategy:

®  Conduct Environmental, Health and Safety (EHS)
Management Systems Reviews at Locations "Outside
the U.S." (OUS).

s ® 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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U.S. Minerals-Based Company

Environmental Compllance Audit Program
Organization: Corporate Environmental Affairs
Reports to General Counsel

Staffing: Team leader is operational manager

Team members are division/location environmental

managers/coordinators

Scope: Air, water, waste management, USTs, PCBs

Coverage: Facilities are ranked by risk and audited at frequencies

between once every two years and once every five
years

Team Size: Three to five members

Duration:

Five days

Approach: Questionnaires
Protocols

Computerized procedures to verify compliance

Working papers

Reporting: Written reports to

- Facility vice president and general manager
Division president
Legal
Environmental affairs
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Atlantic Richfield Company

Environmental Review Program
Organization: Program run by corporate environmental services group
Staffing: Rotating team

Team leader and members selected Afrom pool of middie
managers

Air poliution control

Water pollution control

Solid and hazardous waste management
Coverage: Each major facility audited at least once every four years

Team Size: Three to four managers from other operating companies
plus corporate environmental advisor

Duration: Ten days
Approach: Audit against internal criteria

Comprehensive environmental review procedures
manual

Pre-review questionnaire
Extensive interviews
Records review

Emergency drill




Atlantic Richfield Company (continued)

Environmental Review Program
Reporting: Written report includes both

- Findings and recommendations
- Facility’s Response

Sent to

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

Program ,
Evolution: After several years of conducting corporate reviews,
decided to

- Deiegate review program to operating companies
- Establish corporate audit program
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General Motors

Industrial Environmental Performance Review

Organization:

Staffing:

Scope:

Coverage:
Team Size:
Duration:

Approach:

Separate group within Plant

Environmental Department of the Environmental
Activities Staff

Reports to Manager, Plant Environmental Audit

Nine full-time auditors

Air quality

Water quality

Hazardous and waste materials handling

Energy conservation

Certain occupational safety and health related topics

Review all manufacturing plants within a four-year cycle
Two- to four-person team, depending on size of facility
Generally five days; large facilities, ten days

Detailed checklists

Informal interviews

Review of records, procedures, and test clata
Physical observation of plant operatiny situations
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Roval Dutch/Shell Group

Envirr nmental Audit Progeam

Organization:

Staffing:

Scope:

Coverage:

Team Size:

* Duration:

Audits requgsted by operating companies are
administered through Central Office Environmental
Affairs (Service Company)

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

Air pollution control
Water pollution control
Special wastes
Drinkirig water

Soil and groundwater

Each major facility is encouraged to be audited at least
every three to five years

Four to eight peopie

One to ten days depending on size
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Rovyal Dutch/Shell Group (continued)

Environmental Audit Program

Approach:

Reporting:

Audit against applicable vagulations, internal policies,
and management standards

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

Pre audit information package gathered and distributed
to team

Kick-off meeting with senior management at the site
Staff interviews

Draft prepared on site and presented at the “wrap-up*®
discussion before leaving

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

Site management develops the plan to address the
findings
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FUTURE OF AUDITING
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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




