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Executive Summary 

Purpose As the estimated costs of cleaning up contamination on federal lands rise 
to hundreds of billions of dollars, environmental auditing is increasingly 
viewed as a way to foster better environmental practices in operating 
federal facilities. Environmental audits are comprehensive and systematic 
reviews of environmental performance used to improve compliance with 
environmental laws and minimize future environmental damage and 
cleanup costs. 

The Ranking Minority Member of the Senate Committee on Governmental 
Affairs asked GAO to examin e the potential for increasing the use of 
environmental auditing in the management of federal agencies’ operations. 
Specifically, he requested that GAO (1) examine the experience of 
organizations that are leaders in environmental auditing and identify the 
characteristics that distinguish their programs, (2) determine the extent to 
which federal agencies use environmental auditing and the benefits that 
could accrue from its wider use, and (3) identify obstacles and 
disincentives to the more effective use of environmental auditing by these 
agencies, 

Background During a typical environmental audit, a team of qualified inspectors, either 
employees of the organization being audited or contractor personnel, 
conducts a comprehensive examination of a plant or other facility to 
determine whether it is complying with environmental laws and 
regulations, Using checklists and audit protocols and relying on 
professional judgment and evaiuations of site-specific conditions, the team 
systematically verifies compliance with applicable requirements, The team 
may also evaluate the effectiveness of systems in place to manage 
compliance and assess the environmental risks associated with the 
facility’s operations. 

No laws currently require environmental auditing. Environmental auditing 
has been--and remains- largely a voluntazy activity. Companies and 
public agencies that have adopted the practice have done so for sound 
business reasons. The adoption of environmental auditing by these 
organizations represents a management decision to seek compliance 
proactively, instead of simply reacting to crises. The Environmental 
Protection Agency’s (EPA) 1986 policy on environmental auditing 
encouraged federal agencies subject to environmental laws to adopt 
environmental auditing to achieve and maintain compliance. The agency 
also acknowledged its own responsibility to provide technical assistance 
to help federal agencies design and initiate audit programs. 
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Results in Brief Effective environmental audit programs have a number of characteristics 
in common, according to studies GAO reviewed. First and foremost, the 
programs have the strong support of their organization’s management, 
stemming from top management’s explicit commitment to compliance 
with environmental requirements. They also receive resources adequate to 
hire and train audit personnel, to perform audits of appropriate scope and 
frequency, and to promptly fix problems identified through the audit 
process. In addition, effective audit programs operate with freedom from 
internal or external pressure and employ quality assurance procedures to 
ensure the audits’ accuracy and thoroughness. Private and public sector 
organizations that have effective environmental auditing have reported 
benefits that include, in addition to improved compliance, reduced 
exposure to civil and criminal liabiIity, cost savings from operating 
efficiencies and avoided cleanups, and reduced environmental hazards. 

Even though environmental liabilities are widespread throughout the 
federal sector, most agencies-aside from the Department of Energy (DOE) 
and the Department of Defense (DOD)~O little or no environmental 
auditing. GAO'S review of two civilian agencies with significant 
environmental liabilities, the Department of the Interior’s (DOI) Bureau of 
Land Management (BLM) and the Department of Transportation’s (DOT) 
Federal Aviation Administration (FAA), showed that both agencies have 
begun to put in place some of the key elements of an environmental audit 
program. Improvements are still needed, however, to more fully address 
the agencies’ environmental problems. Information from EPA indicates that 
most other civilian federal agencies are either beginning to develop an 
environmental audit program or have no program at all. 

Obstacles and disincentives impede the further development of 
environmental auditing in civilian agencies. In particular, senior agency 
management has yet to make the same strong and explicit commitment to 
environmental auditing as have the organizations with effective programs. 
Civilian agencies may have little incentive to support environmental 
auditing as a means of achieving compliance because EPA and state 
environmental regulators have performed few, if any, inspections at many 
civilian agencies. GAO'S work at BLM and FAA, along with information from 
EPA, further indicates that environmental auditing at civilian agencies is 
hampered because many agencies lack the necessary environmental 
expertise. Environmental auditing is also discouraged by (1) the 
inconsistent application by some EPA regions of the agency’s policy on 
requests for audit reports and (2) current enforcement policies that 
provide managers with only vague assurance that taking the initiative to 
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audit for compliance and correct identified deficiencies will by some 
measure reduce penalties. 

Principal Findings 

Environmental Auditing Is 
Credited W&h Significant 
Benefits 

Union Carbide, Allied Signal, and other companies contacted by GAO that 
previously faced enormous liabilities for pollution indicated that they 
currently experience fewer fines, cleanup costs, and legal problems-a 
turnabout they attribute chiefly to environmental auditing. One company 
official noted that “even the most hardline managers are beginning to 
recognize [environmental auditing’s] value when they are presented with 
the. . . cost of remediation, permitting, and enforcement actions.” WE and 
Air Force officials were similarly supportive, citing a number of examples 
of significant cost savings and other benefits. DOE claimed, for example, 
that engineering studies at its Savannah River nuclear facility, spurred by 
an environmental audit, resulted in a decision to consolidate 14 separate 
water systems at a savings of over $120 million dollars, Air Force 
engineers estiated, conservatively, that environmental audits save one 
service command over $4.3 million yearly in fines and penalties, although 
Air Force lawyers believe the savings to be much higher. Notwithstanding 
such anecdotal accounts, however, GAO found that systematic and 
comprehensive data on the savings realized through environmental audits 
are not available, 

Representatives of organizations using environmental auditing emphasized 
the importance of top management’s commitment to a program’s success. 
A  formal environmental poiicy statement is often used by top managers to 
put employees, shareholders, and others on notice that environmental 
protection is integral to the organization’s mission. In addition, some 
organizations consider environmental performance in compensation 
decisions for key personneL Union Carbide officials, for example, told GAO 
that a facility manager’s pay can be reduced if the facility’s environmental 
performance is rated poorly. They added that the “surest way for a plant 
manager to be fired is to fail to follow up on an audit’s findings by 
implementing appropriate corrective actions, ” 

Environmental Auditing 
Among Federal Agencies Is 
Lim ited 

While DOE and DOD have made significant progress toward developing 
effective environmental audit programs, many other federal agencies, 
some with potentially large environmental Liabilities, have made more 
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l imited progress. GAO’S review of BLM and FM showed that although these 
agencies have developed pilot audit programs, they still need to expand 
these programs and ensure that the programs become permanent. 
Information from EPA indicates that other federal agencies also have only 
fledgling audit programs or no programs at all. For example, a 1993 EPA 
survey of agency environmental officials disclosed that 8 of 19 agencies 
surveyed have no environmental audit program and that many of the 
remaining agencies’ programs were, at best, rudimentary. 

As the private sector’s experience has shown, environmental audit 
programs can increase compliance with environmental laws and help 
avoid the costs of noncompliance. Furthermore, while the environmental 
audit programs at BLM and FAA are still under development, their pilot 
audits have already realized fmancial and environmental benefits. For 
example, an audit at FAA’S Technical Center in New Jersey revealed that oil 
left outdoors in open containers for fire extinguisher training was 
overflowing and contaminating the ground when it rained. The audit 
manager stated that if the audit had not discovered the oil spillage and 
simple, low-cost measures had not been taken to correct it, the Center 
could have had to spend additional dollars investigating the contamination 
before the actual cleanup could even begin He added that if the Center’s 
audit program had been implemented in the 196Os, current cleanup costs, 
estimated at $26 million to $30 mihion, could have been avoided. 

Agencies Face Obstacles in While some civilian federal agencies, such as BLM and FAA, have launched 
Developing Environmental pilot environmental audit programs, obstacles impede the further 
Audit Programs development of environmental auditing in the civilian sector. According to 

environmental audit experts GAO interviewed, building strong 
environmental audit programs requires that senior managers take actions 
such as issuing statements notifying personnel of management’s support 
for the program, providing adequate and reliable funding for the program, 
personally reviewing audit reports, and ensuring that environmental audit 
findings are promptly addressed. Senior managers at most civilian 
agencies have yet to take such steps. 

Civilian agency managers may have little incentive to support 
environmental auditing because, under the current EPA and state 
inspection strategy, many civilian agencies have little risk of being 
inspected. BLM and FAA environmental officials explained that relatively 
few of their agencies’ facilities have ever been inspected and that, as a 
result, agency managers see little need to use environmental auditing to 
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ensure compliance. EPA data show that a large portion of the civilian 
facilities inspected by federal and state inspectors in fiscal year 1994 
belonged to a few civilian agencies, while few, if any, facilities belonging 
to other civilian agencies with substantial environmental liabilities were 
inspected. 

Another obstacle to the wider use of environmental auditing by civilian 
agencies is that many lack the necessary technical expertise. EPA has 
recently taken steps to address civilian agencies’ needs for environmental 
expertise, but GAO'S work at BLM and FAA and information from EPA itself 
indicate that more sustained and regular technical assistance will be 
required. In particular, effectively encouraging environmental auditing in 
civilian agencies will require outreach to senior civilian agency managers 
on how environmental auditing can improve compliance with 
environmental laws, reduce ercposure to environmental liabilities, and 
lower costs. Opportunities exist for EPA to deliver the needed technical 
assistance at low cost through cooperative efforts with experienced 
agencies, such as DOE and the Air Force, which have already developed 
environmental audit training programs and have demonstrated a 
willingness to share them with other agencies. 

Another disincentive to environmental auditing results from EPA'S 
treatment of environmental audits in enforcement actions against the 
sponsoring organization To avoid discouraging the voluntary adoption of 
environmental auditing, EPA'S 1986 policy statement notes that the agency 
“will not routinely request audit reports.” However, members of the audit 
community explain that the inconsistent application of this policy by some 
EPA regional enforcement authorities has had a “chilling effect” that has 
impeded environmental auditing in both public and private orga&ations, 
Environmental officials report that an additional disincentive to auditing is 
created by EPA policies that encourage environmental auditing and the 
disclosure of violations but do little to assure regulated entities that such 
proactive behavior will be rewarded with any relief from penalties. 

Recommendations GAO recommends that the Administrator, EPA, (1) ensure that civilian 
federal agencies receive a measure of enforcement attention 
commensurate with the environmental risks posed by their operations, 
(2) use technical assistance and outreach to civilian federal agencies to 
improve agency managers’ awareness and understanding of the benefits to 
be gamed from environmental auditing, (3) require EPA regional offices to 
adhere to the agency’s stated policy that WA will not “routinely request” 
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environmental audit reports but will confine such requests to the 
exceptional situations outlined in the agency’s 1986 policy statement on 
environmental auditing, (4) revise agency policies to encourage regulated 
entities to self-discover, report, and correct noncompliance by providing 
for reductions in the penalties for violations identified through 
environmental auditing, 

Agency Comments EPA, DOE, DOD/A& Force, and DOT/FAA provided written comments on a draft 
of this report, which are included in their entirety in appendixes III 
through VI of this report EPA agreed generally with GAO'S 

recommendations that it inspect civilian federal agencies and provide 
technical assistance to these agencies to encourage wider use of 
environmental auditing, but it questioned whether the report had 
(1) shown persuasively that there have been significant departures from its 
stated policy of not requesting copies of audit reports except under limited 
circumstances and (2) adequately demonstrated the need to change its 
audit policy to provide more explicit assurance that penalties wouId be 
mitigated for violations that were discovered, reported, and corrected as a 
result of voluntarily conducted audits. Citing the common belief among 
regulated companies and agencies that these issues do, in fact, discourage 
the wider use of voluntary environmental audits, GAO still maintains that 
the recommended actions are needed. EPA'S comments and GAO'S detailed 
responses are included in appendix III. 

DOE, DODMI- Force, and DOT/FAA agreed generally with GAO'S findings and 
recommendations. They also provided information to supplement, clarify, 
and update points discussed in our draft report. Where appropriate, such 
information has been incorporated in the flnal report. DOIhM reviewed the 
draft but declined to provide written comments. The DOI Assistant 
Secretary for Land and Minerals Management stated that BLM would give 
the report’s lindings and recommendations careful consideration as the 
agency proceeds with the development of its environmental audit 
program. 
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Chapter 1 

Introduction 

Starting in the late 197Os, a number of companies began to systematically 
evaluate their compliance with environmental requirements and assess the 
potential liabihties they faced as a result of noncompliance and the 
environmental damage caused by their operations. In some instances, 
these “environmental audits” were mandated by regulatory authorities. In 
other cases, they were undertaken voluntarily by corporate managers 
wanting to identify compliance problems and to avoid the associated fines, 
penalties, lawsuits, and criminal liability. 

The practice of environmental auditing continued to develop and spread 
throughout the 198&s, partly because of the visibility and encouragement 
given to it by the Environmental Protection Agency (EPA), which viewed 
environmental auditing as a useful adjunct to traditional regulatory 
enforcement. Perhaps more importantly, the practice grew as top business 
managers increasingly recognized that compliance was too important to 
be left to chance. Increasingly, corporate managers came to view 
environmental auditing (I) as a powerful tool for monitoring and 
proactively managing compliance as well as overall environmental 
performance and (2) as a means of controlling the risks inherent in failing 
to meet legal requirements. 

A Tool for Ensuring 
Compliance 

While there is no single, universally recognized definition of environmental 
auditing, there is broad consensus on what environmental auditing 
consists of and what it seeks to accomplish. EPA has defmed 
environment.al auditing as a systematic, documented, periodic, and 
objective review by regulated entities of facility operations and practices 
related to meeting environmental requirements1 The agency notes that 
environmental audits can be designed to achieve a number of objectives, 
including verifying compliance with environmental laws and regulations, 
evaluating the effectiveness of systems already in place to manage 
environmental responsibilities, and assessing the risks from regulated and 
unregulated materials and practices employed in facilities’ operations. 

While the tam environmental auditing, used in its broadest sense, can 
encompass a variety of evaluation methods and subjects, this report is 
concerned solely with the ongoing, periodic, and systematic evaluations of 
an organization’s environmental performance conveyed in the definition 
adopted by EPA and other key organizations. Such environmental audits 
rely primarily on spectic criteria, such as laws, regulations, and 

The International Chamber of Commerce and the Environmental Auditing Roundtable, B membership 
organization dedicated to furthering the development and professional practice of environmental 
auditing, have adopted definitions that closely resemble EPA%. 
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Chapter 1 
I I lWOdUCtiOIl 

Impetus for 
Environmental 
Auditing 

organizational policies relating to environmental protection. While these 
audits may also use as criteria standards and principles adopted by 
industry organizations and “best practices” identified through 
benchmarking and other studies, their hallmark is reliance on objective 
facts measured against some commonly recognized standard. 

An effective and comprehensive environmental management program, as 
distinguished from a discrete environmental audit conducted at a 
particular facility, cannot be achieved overnight. It must be developed 
gradually and systematically over time, with the hiring and/or training of 
environmental personnel (including qualified environmental auditors), the 
building of basic environmental management systems and expertise, and 
the fostering of environmental awareness and sensitivity among the 
organization’s members. 

Environmental auditig emerged as a compliance management tool in the 
late 197Os, at a time of rapidly expanding environmental regulation and a 
number of highly publicized incidents of environmental pollution. Among 
the more significant environmental laws enacted during this period was 
the Resource Conservation and Recovery Act of 1976 (RCRA), which 
regulates hazardous wastes from their generation to their disposal and 
provides for cleanups at active facilities. Among the more notorious 
pollution incidents of the period was the 1975 contamination of the James 
River by the toxic chemical Kepone, resulting from activities at an Allied 
Chemical facility in Virginia This and similar pollution incidents forcefully 
brought home to corporate managers the potential liability that unknown 
and unassessed compliance problems posed for their companies and for 
them personally. 

The development of environmental auditing as a tool to assess and manage 
compliance was further spurred by actions of the Securities and Exchange 
Commission (SEC), which in the early 1970s began to require companies to 
disclose significant costs of complying with environmental standards. 
Beginning in 1977, SEC also required several large U.S. companies, 
including Allied Chemical, to undertake corporatewide audits to determine 
the true extent of the environmental liabilities they faced. The Commission 
believed, essentiaily, that these companies were understating their 
potential pollution-related liabilities in their annual financial statements 
and reports to stockholders. After complying with the SEC orders to audit 
their potential environmental liabilities, each of these companies 
established programs to conduct environmental audits on a regular basis. 

i 
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Interest in environmental auditing received an additional boost in the early 
1980s from the passage of the Comprehensive Environmental Response, 
Compensation, and Liability Act of 1980 (CERCLA), which governs cleanups 
of hazardous waste sites. Liability for cleanups under CERCLA, coupled with 
heavy penalties for violations of RCRA rules and RCRA’S requirements for 
corrective actions, caused many corporate officers to attach much greater 
importance to environmental compliance. To better ensure compliance 
and avoid potentially staggering costs, many companies decided to 
implement environmental audit programs. Because of the nature of their 
business and the environmental risks involved, major chemical-intensive 
companies were in the vanguard of this movement. 

However, nohwithstandhg SEC and EPA settlements and orders mandating 
environmental auditing under particular circumstances, there has never 
been a general requirement for regulated entities to conduct 
environmental auditing. Environmental auditing has been-and 
remains-largely a voluntary activity. For the most part, companies and 
public agencies that have adopted environmental auditing have done so by 
choice, for sound business management reasons. Given the increasing 
complexity of environmental regulations and the potentially high cost of 
noncompliance, the top managers of these organizations have embraced 
environmental auditing as a means of identifying and correcting violations 
before they are discovered by others or develop into costlier liabilities. 
The adoption of environmental auditing by these organizations represents 
a management decision to seek compliance proactively, instead of simply 
reacting to crises. As one corporate legal officer commented in a survey 
conducted by the National Law Journal, 

“[e]nvirorunental compliance is a legal, and is becoming a moral, necessity. Therefore, 
attention must be given lirst to correcting the most obvious deficiencies, second to being 
proactive and flushing out the latest deficiencies, and thkd to being proactive and, in a 
cost-effective manner, anticipating the next arena for regulation.” 

As most organizations have gained experience with compliance auditing 
and have sought to identify the root causes of problems discovered during 
their audits, they have expanded their programs to include an evaluation 
of their environmental management systems and an assessment of risks 
from materials and practices employed in their operations. These 
organizations have found that weaknesses in environmental management 
systems (e.g., inadequate policy guidance, employee training, and 
accountability) most commonly explain compliance problems, particularly 
recurrent problems. 
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Introduction 

Early Efforts to 
Promote 
Environmental 
Auditing 

During the late 197Oq EPA’S regulatory reform staff became attracted to 
environmental auditing as an innovative approach to help ensure 
compliance and a useful complement to traditional regulatory policing. 
Through contracted and internal studies, EPA gave heightened visibility to 
environmental auditing and fostered increased interest in it on the part of 
the regulated community, particularly private sector industrial flrms. 
Starting in 1981, some of the most committed industrial practitioners of 
environmental auditing began to meet periodically to compare their 
auditing approaches and exchange experiences in achieving the goals of 
their voluntary self-assessment programs. This group, which early on 
began to admit EPA representatives to its meetjngs, constituted the nucleus 
of what came to be called the Environmental Auditing Roundtable (EAR). 
EAR was soon joined by other organizations that shared its objectives of 
advancing the practice of environmental auditing and developing 
standards for the conduct of environmental audits. 

Beginning in 1983, EPA undertook a number of initiatives to encourage 
environmental auditing and generate information on the manner and 
extent of its use. EPA endorsed auditing at workshops and conferences, 
analyzed the attributes and benefits of effective private sector audit 
programs, and provided information and technical assistance to those 
interested in pursuing specific audit approaches. In 1984, the agency 
published the results of a major study entitled Current Practices in 
&4ronmental Auditing. This document provided an overview of the 
then-current state of the art and characterized in detail the audit programs 
of five industry pioneers in the field. In the same year, EPA sponsored a 
conference for federal agencies to emphasize that federal managers also 
need to know the actual and potential environmental problems associated 
with their facilities’ operations. Environmental auditing, the agency noted, 
could be an invaluable tool for obtaining this knowledge. 

In July 1986, EPA issued a policy statement on environmental auditing, 
which remains in effect. This policy statement 

l encourages regulated entities to develop, implement and upgrade 
environmental audit programs; 

. explains how EPA’S inspection and enforcement activities may respond to 
regulated entities’ efforts to ensure compliance through auditing; 

l discusses circumstances under which EPA may request audit reports, in 
whole or in part; 

l endorses environmental auditing at federal facilities; and 
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9 outlines elements of effective audit programs as reveakd by EPA’S 
examination of mature and successful programs in the private sector. 

In response to comments received on an earlier interim policy statement, 
EPA stressed that it was encouraging rather than mandating environmental 
auditing. It noted that “[blecause 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 
program.” While the agency had considered requiring regulated entities to 
establish environmental audit programs, it was persuaded by comments 
from industry and by its own research that such an approach would 
discourage rather than encourage initiative and innovation in 
environmental auditing and would lead to audit programs that emphasized 
form over substance. 

In March 1988, EPA sponsored a second conference on environmental 
auditing, specifically for federal agencies. At the conference the agency 
distributed to participants a document intended to serve as a ready 
reference source for those interested in acquiring further training in or 
information about environmental auditing. This was followed in 
August 1988 by the publication of a technical assistance document entitled 
Environmental Program Design Guidelines for Federal Agencies. In 
August 1989, EPA provided further technical assistance in the form of a 
Generic Protocol for Environmental Audits at Federal Facilities. 

Little Progress Made in 
Promoting Environmental 
Auditing Among Federal 
Agencies 

Executive Order 12088, issued in October 1978, directs federal agencies to 
comply with applicable environmental laws and regulations in the same 
manner as other regulated entities. Consistent with this order, EPA’S 1986 
policy statement on environmental auditing encouraged all federal 
agencies subject to environmental laws and regulations to institute audit 
programs to help ensure the adequacy of internal systems to achieve, 
maintain, and monitor compliance. The agency also acknowledged its own 
responsibility in this area, noting that to the extent feasible, it would 
provide technical assistance to help federal agencies design and initiate 
audit programs, 

Notwithstanding EPA’S policy statement, a 1987 IPA-sponsored survey 
suggested that the federal sector had a long way to go in developing 
effective environmental audit programs. As reported by EPA, only 9 out of 
the 36 federal agencies or organizational units surveyed at that time had 
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implemented fairly comprehensive environmental audit programs. A  
number of these-in particular, the Department of Energy (DOE) and 
certain Department of Defense (DOD) agencies-had done so in response 
to serious environmental problems caused by their past and current 
operations and the adverse publicity and criticism these problems had 
generated. For the remainder of the federal sector, little progress had been 
made in implementing environmental auditing. Moreover, as discussed in 
chapter 3, this situation is little changed today, as shown by EPA’s most 
recent (1993) survey of federal agencies’ environmental compliance 
programs. 

In recent months, EPA has taken several initiatives to promote the greater 
use of environmental auditing by federal agencies. Since mid-1994, it has 
chaired an interagency work group responsible for revising and updating a 
complete set of multimedia environmental audit protocols for federal 
facilities. It is also updating the Environmental Audit Program Design 
Guidelines for Federal Agencies. first issued in 1988. Finallv, it 
cosponsored, with DOE, a 4day environmental audit training conference 
for federal agencies, held in March 1996. 

Objectives, Scope, 
and Methodology 

On July 30,1993, the Ranking Minority Member of the Senate Committee 
on Governmental Affairs requested that we examine the potential for 
increasing the federal government’s use of environmental auditing as a 
means of improving federal agencies’ environmental performance and 
realizing cost savings. On the basis of subsequent discussions with the 
Ranking Minority Member’s staff, we agreed to 

l examine the experience of organizations that are leaders in environmental 
auditing and identify the characteristics that distinguish their programs; 

l determine the extent to which federal agencies use environmental auditing 
and the benefits that could accrue from its wider use; and 

l identify obstacles and disincentives to the more effective use of 
environmental auditing by these agencies. 

To address the tlrst objective, we reviewed the literature on environmental 
auditing; interviewed EPA officials who have been involved in the agency’s 
efforts to study and promote environmental auditing; consulted with 
recognized private sector experts on the subject, including audit 
consulting firms and audit practitioners; and interviewed individuals in 
charge of the environmental audit programs of a number of corporations 
acknowledged to be leaders in the field. We also interviewed officials of 
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the Department of Energy and the Department of the Air Force, agencies 
that our research revealed to be recognized leaders in environmental 
auditing in the public sector. (See app. I for a listing of the companies and 
other organizations we consulted.) 

To address the second and third objectives, we reviewed studies of federal 
agencies’ environmental compliance programs prepared for EPA, reviewed 
prior GAO reports as well as reports issued by agencies’ Inspectors General, 
the Congressional Research Service, the Congressional Budget Office, and 
others. We also interviewed EPA officials, including officials in the agency’s 
Office of Enforcement and Compliance Assurance, and attended meetings 
and reviewed proceedings of the Civilian Federal Agency Task Force 
sponsored by EPA. 

To determine what benefits federal agencies could gain by implementing 
environmental audit programs and to identify possible obstacles to the 
wider use of auditing by these agencies, we examined the relevant 
experience of private sector organizations that have made a strong 
commitment to environmental auditing and compliance. We also examined 
the environmental audit programs of DOE and the Department of the Air 
Force, which in recent years have taken sign&ant steps to improve their 
environmental performance. 

In addition, to obtain detailed insights into both the nature of civilian 
federal agencies’ environmental audit programs and the barriers impeding 
their development, we examin ed in depth the activities undertaken to 
ensure compliance by two agencies: the Department of the Interior’s (nor) 
Bureau of band Management (ELM) and the Department of 
Transportation’s (DOT) Federal Aviation Administration (FAA). We selected 
these agencies on the basis of information obtained from a number of 
sources, including (1) EPA'S Federal Facilities Compliance Docket, which 
lists all potentially contaminated facilities reported by agencies or other 
sources for possible inclusion on the National Priorities List, EPA’S register 
of the nation’s most contaminated sites, (2) reports of congressional 
hearings on environmental problems faced by civilian federal agencies, 
and (3) published reports of environmental liabilities resulting from the 
past and current operations of federal agencies. We sought, in making our 
selection, to include agencies that varied in size and in the nature of their 
activities and whose operations could have s&n&ant adverse effects on 
the environment. 
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We conducted our work between July 1993 and February 1996 in 
accordance with generally accepted government auditing standards. 
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Organizations that monitor and actively manage environmental 
compliance do so as much to protect their own interests as to protect the 
environment. Chief among the benefits they seek from environmental 
auditing are the detection of compliance problems before these problems 
pose serious liabilities, cost savings through operating efficiencies, and 
reduced risks from environmental hazards. 

Studies have shown that effective environmental audit programs have a 
number of characteristics in common. First and foremost, they have the 
strong support of their organization’s management, stemming from top 
management’s explicit commitment to environmental protection and full 
compliance with environmental requirements. They also receive resources 
adequate to staff and operate the programs properly, to hire and train 
audit and other necessary personnel, to perform audits of appropriate 
scope and frequency, and to promptly ti problems identified through the 
audit process. Successful audit programs also operate with independence, 
objectivity, and freedom from internal or external pressure or conflict of 
interest. F’inaUy, to ensure the accuracy and thoroughness of the audits 
and the integrity of the audit process, effective audit programs are subject 
to quality assurance procedures. 

Environmental 
Auditing Has Proven 
Benefits 

EPA-sponsored research and our own discussions with private and public 
practitioners of environmental auditing show that organizations that adopt 
environmental auditing typically do so because they believe it makes good 
business sense-helping to maintain or improve their long-term 
competitive status and viability. More specifically, the benefits of 
environmental auditing include improved compliance and a corresponding 
reduction in exposure to legal actions, lines, penalties, and criminal 
prosecution; cost savings and operating efficiencies; fewer environmental 
hazards and reports of incidents/accidents and improvements in workers’ 
health and safety; and a positive perception by regulators, employees, 
stockholders, and the public. 

Environmental Auditing 
Helps to Ensure 
Compliance 

Noncompliance with environmental laws and regulations can entail heavy 
costs for regulated entities, including fines, penalties, tort liabilities, and 
even criminal sanctions for responsible officials. As one corporate 
environmental officer noted at a March 1994 conference on environmental 
management, there is substantial precedent indicating that corporate 
officers can be held liable for the conduct of subordinate employees. 
Moreover, he noted, a growing number of judicial decisions indicate that 
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any purposeful failure to investigate criminal activity or deliberate 
ignorance thereof also constitutes criminal liability. The result, we found, 
is that most environmental audit programs have been established at the 
direction of top management to identify and document the compliance 
status of the company’s facilities and to provide management with 
assurance that the organization’s potential exposure to regulatory 
compliance problems is being effectively limited. 

A  manager of Allied Signal’s environmental audit program told us that the 
company’s program serves to overcome top management’s inevitable 
insulation from day-to-day operating practices at the facility level, 
including practices related to environmental compliance. He noted that 
top management gets the “straight story [on a facility’s compliance status] 
from trusted people who have no ax to grind.” Information developed by 
the audits permits managers to judge the adequacy of the environmental 
management systems and the personnel put in place to ensure compliance 
and make decisions to influence the behavior of the system. Moreover, he 
noted, the direct involvement of top management in environmental 
protection, through the audit program, stiulates lower-level 
management, particularly facility managers, to get involved also, so that 
environmental considerations receive attention at all levels of the 
company. 

Studies of corporate environmental audit programs commissioned by EPA 
in the early f98Os show how corporate management uses environmental 
audit programs to assess and improve operating facilities’ compliance. As 
one such study reported, at a facility for manufacturing scientific 
instruments, the company’s environmental audit team found that 
wastewater was being discharged to the storm sewer rather than the 
sanitary sewer. The team made this discovery while reviewing the plant’s 
sewer diagrams and physically observing discharge points. Following the 
audit, the manufacturer took steps to obtain approval from the local 
publicly owned wastewater treatment works to include this waste stream 
in the plant’s sanitary discharge. W ithin 2 months, the necessary approvals 
and changes were made, The audit benefited the company by identifying 
and correcting an instance of noncompliance before it became a costly 
liability and benefited the environment by causing the wastewater 
discharge to be rerouted to the sanitary sewer. 

Environmental Auditing EPA’S research and our own work show that organizations that practice 
Can Lower Costs environmental auditing can save money by improving compliance and 

Page 19 GAO/lWED-96-37 Environmental Auditing 



Chapter 2 
EfPective Envlroumental Audit Programa 
Have Benefita and Distingulshlng 
CharacterLtics 

enhancing environmental performance. To the extent that improved 
compliance results in fewer and less serious findings of rule violations, 
these organizations can expect to spend less for fines, penalties, and 
lawsuits over time. Also, to the extent that improved compliance and 
performance reduce pollution, these organizations can lower the long-term 
costs of environmental cleanup and remediation. 

Exact data on these categories of cost savings are often not readily 
available. Most private sector organizations report that they do not 
systematically track regulatory fines and penalties to identify patterns or 
trends, and even those that could provide such information are generally 
reluctant to do so. W ith regard to savings on future cleanups, the 
organizations we contacted also told us that it is virtually impossible to 
quantify the costs avoided in the future through improvements in 
environmental compliance and performance today. 

To recognize the dif6culty of estimating these kinds of savings, however, 
is not to deny their reality. A  senior vice president in charge of one 
company’s environmental compliance program noted, for example, that 
the costs avoided through environmental auditing “may be ‘soft dollars,’ 
but even the most hardline managers are beginning to recognize 
[auditing’s] value when they are presented with the ‘hard dollars’ cost of 
remediation, permitting, and enforcement actions.” Similarly, a manager of 
DOE'S environmental audit program, while acknowledging the difficulty of 
quantifying many of the savings resulting from environmental auditing, 
confidently predicted that auditing would help the agency avoid in the 
future the multibillion dollar cleanup costs that its past operations have 
imposed on it to date. 

Some officials, nonetheless, did provide us with at least an indication of 
the cost savings potential of environmental auditing. For example, officials 
in charge of the Environmental Compliance Assessment and Management 
Program (ECAMP) for the Air Force’s Air Combat Command told us that 
they have seen a substantial reduction in fines and penalties, attributable, 
in their view, to the effectiveness of their audit program in discovering and 
correcting compliance deficiencies before they are discovered by others. 
They said that Air Force engineers estimated, conservatively, that 
environmental audits save the Command about $4.3 million yearly in fines 
and penalties. Air Force lawyers, they added, believe that the amount in 
avoided fines and penalties might be much higher, perhaps as much as 
$100 million annually. 
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The following examples i&&rate cost savings achieved through 
environmental audit programs: 

+ Through an audit of drinking water systems at its Savannah River nuclear 
facility, DOE found that the facility’s plant for treating surface water to 
produce potable water failed to comply with state drinking water 
regulations. This finding initially pointed to the need to upgrade the 
facility’s numerous groundwater-based systems at an estimated cost of 
$156 million. Further engineering studies spurred by this high cost 
estimate subsequently resulted in a decision to consolidate 14 separate 
systems, reducing the estimated cost to $32 million-a savings of over 
$120 million. 

9 During an audit of a facility that polishes and grinds glass lenses, a 
company’s environmental audit team determined that the plant was 
disposing of aLl of its glass sludge as hazardous waste because the sludge 
contained residue from leaded glass. Further investigation through the 
audit revealed that less than 30 percent of the residue came from leaded 
glass waste streams; the balance did not qualify as hazardous waste. As a 
result, the plant began segregating the residue into separate waste 
streams, testig to verify that lead existed only in those waste streams 
originating from the leaded glass grinding operations, and disposing of the 
nonhazardous waste, at a much lower cost, in a sanitary landfill. 
According to the company’s environmental audit manager, these changes 
in procedure led to substantial yearly cost savings. 

Furthermore, environmental auditing is only one component of a 
comprehensive system for managing environmental performance, and it is 
not the only component that can produce savings. We found that 
organizations with highly developed environmental performance 
management programs typically have other programs that also generate 
savings. These may include pollution prevention, waste minimization, 
recycling, and energy and materials conservation programs. The 
environmental audit program is often the catalyst for establishing these 
programs and can be adapted to evaluate their operational 
effectiveness--just as it evaluates compliance, environmental 
management systems, and regulated and unregulated risks, Illustrating the 
economic benefits of a proactive approach to managing environmental 
performance, the manager of DuPont’s environmental effectiveness 
program stated that his company’s analysis shows that, on average, 
voluntary waste reduction measures cost one-third as much as measures 
required by regulatory agencies-for the same environmental benefit In 
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fact, he added, there is a high probability that the cost of voluntary efforts 
can be as little as one-tenth that of regulatory-driven measures. 

Environmental Auditing 
Can Reduce 
Environmental Hazards 

While our work showed that environmental audits typically focus on 
compliance with regulatory requirements and on the functioning of 
environmental management systems established to ensure compliance, it 
also showed that a number of organizations use audits to identify and 
assess the potential environmental risks posed by the practices, 
procedures, and materials routinely employed in a facility’s operations. 
Such practices, procedures, and materials may already be subject to some 
regulation, or they may currently be unregulated. In either case, they may 
pose inherent environmental, health, and safety hazards that the 
organization may wish to reduce or eliminate. This goal might be 
accomplished by introducing changes in processes and procedures or by 
substituting less environmentally hazardous materials for those currently 
used in operations and maintenance. For orgar&ations that have never 
previously assessed the risks posed by their operations in a systematic 
way, the potential for reducing risks through auditing may be great. 

In a case reported by EPA, a member of a company’s environmental audit 
team was assigned to cover a plant’s program for controlling PCBS 
(polychlotiated biphenyls-chemicals commonly used as insulating 
material in electrical equipment). Following the audit protocol, the auditor 
reviewed documentation on controlling PC& and physically inspected each 
of the Site’s transformers containing PCBS. During the inspection, he 
noticed that one large transformer was located in an area where forklifts 
and other vehicles frequently passed. Although the transformer appeared 
to meet all regulatory requirements, he realized that its location 
constituted an inherent hazard because a vehicle could collide with it The 
facility manager agreed with this assessment and took steps to move the 
transformer to a more secure area Through this action, the company not 
only eliminated a hazard to health, safety, and the environment but also 
avoided a potential liability. 

Xerox environmental officials told us that their company has emphasized 
the identication and elimination of potential hazards as part of its total 
quality environmental management program. In 1986, the company began 
environmental assessments at all company locations. The worst potential 
outcome of any hazard was assumed. Unacceptable risks were eliminated t 
the storage of chemicals was minimized, and hazardous chemicals were 
eliminated from processes wherever possible. At one Xerox facility, a large 
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store of arsenic and selenium was discovered near warehouses that 
contained food and pharmaceuticals. The storage site was moved to 
another area and the volume of chemicals judged acceptable at any one 
location was greatly reduced. At another Xerox facility situated near a 
nursing home, the number of stored tar&~ of chlorine was first reduced; 
then the tanks were removed; and finally chlorine was eliminated 
altogether from the manufacturing process. 

Environmental Auditing 
Can Have Other Benefits 

In addition to the primary benefits of environmental auditing discussed 
above, a number of other benefits were cited by the authorities we 
consulted. 

- 

l Environmental auditig can increase environmental awareness and 
capability among employees. As EPA and corporate leaders in 
environmental auditing have reported, an important benefit of auditing is 
that it raises the general level of environmental awareness within an 
organization and helps employees at all levels better understand their 
responsibilities in protecting the environment. According to company 
officials we interviewed and pertinent literature we reviewed, the act of 
establishing an environmental audit program signals to the organization 
that top management attaches importance to meeting environmental 
requirements and conducting the organization’s operations in an 
environmentally responsible way. 

9 Environmental auditing can result in relaxed regulatory scrutiny. Many 
corporate environmental and legal officers told us that having a credible 
environmental audit program can positively influence regulators’ 
confidence in the intention and ability of a company to conduct its 
business in an environmentally responsible manner. One consequence, 
they note, is that regulators tend to direct limited inspection resources to 
other companies perceived as posing greater risks to the environment. 

. Environmental auditing establishes a record of a company’s environmental 
performance. Increasingly, organizations are under pressure to disclose 
information to the public about their environmental performance and 
about the environmental, health, and safety hazards posed by their 
operations. Practitioners and advocates of environmental auditing note 
that it provides a basis for organizations to responsibly report to their 
stakeholders (employees, investors, regulators, neighbors in the 
community, and the general public) on their environmental compliance 
and liabilities and on the measures they are taking to improve their 
environmental performance. 
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l Environmental auditing facilitates planning and budgeting for 
environmental projects. A  comprehensive environmental audit provides 
valuable information about the nature and extent of an organization’s 
environmental problems, allowing managers to set priorities and to plan 
and budget for necessary corrective actions. Officials in the Air Force’s 
environmental program told us that the audit program’s ability to help 
identify the service’s environmental liabilities and build a data base of 
environmental requirements was a big selling point for the program and a 
benefit borne out by experience. DOE officials concurred with this 
assessment, telling us that environmental auditing helped the agency to 
incorporate environmental needs into the long-range budget process. 

Effective In its 1986 policy statement on environmental auditing, EPA included a list 

Environmental Audit 
of what it saw as the basic elements of an effective environmental audit 
program. The list included such factors as top management’s explicit 

Programs Have support and commitment to follow up on an audit’s findings; adequate 

Common resources for the audit program, including appropriate staffing and 

Characteristics 
training; the audit program’s independence from the functions and 
facilities audited; and quality assurance measures to ensure the integrity of 
the audit process and the accuracy and thoroughness of the audits. The list 
also included elements more intrinsic to audits themselves, such as a clear 
definition of the audit’s objectives and scope; a process through which 
enough information is collected, analyzed, interpreted and documented to 
achieve the audit’s objectives; and a process through which reports of the 
audit’s findings are promptly prepared. Lists very similar to EPA’S can be 
found in basic texts on environmental auditing and in literature prepared 
by such organizations as the International Chamber of Commerce, the 
Environmental Auditing Roundtable, and environmental management 
consulting firms such as Arthur D. Little, Inc. 

Top Management’s 
Commitment Is a 
Prerequisite 

The prime determinant of an effective environmental audit program is a 
strong commitment by management to comply with environmental 
requirements. W ithout such a commitment, we were told, adequate 
resources will not be provided to support and sustain an effective audit 
program, to hire and train competent auditors and audit managers, to 
conduct audits of sufficient scope and frequency, and, most importantly, 
to ensure that audit recommendations are promptly followed up with 
appropriate corrective actions. We also heard repeatedly that without 
clear indications of top management’s commitment and support, managers 
at lower levels will not perceive environmental compliance and protection 
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as organizational priorities and will not view them as integral to their job 
responsibilities or essential to evaluations of their performance. 

The manager of Allied Signal’s audit program echoed the opinion of many 
others in saying that the support of top management is key to the success 
of any program because the rest of the organization takes its cues from 
management and supports the things that it perceives management cares 
about. He added that an absence of commitment and support from top 
management would constitute a virtually insurmountable obstacle to 
building an effective environmental audit program. 

Our review showed that top management’s support for the goal of 
environmental protection, and for environmental auditing as one of the 
tools for achieving that goal, can be communicated and demonstrated in a 
number of ways. A  formal environmental policy statement is one of the 
means most frequently employed by top managers to put employees and 
other stakeholders on notice that they view environmental protection as 
integral to the organization’s mission. Explicit support of environmental 
policy in annual reports, shareholder meetings, and management meetings 
is another. Other methods include (1) visibly placing environmental 
functions, including the environmental audit function, in the 
organizational structure and (2) considering environmental performance 
in compensation decisions for key personnel, such as facility managers. 

DuPont has adopted a policy on safety, health, and the environment that 
specifically commits the corporation, among other things, to (1) comply 
with all laws and regulations applicable to safety, health, and 
environmental quality in its manufacturing, product development, 
marketing, and distribution activities and (2) routinely review its 
operations for the purpose of making safety, health, and environmental 
quality improvements beyond those legally required when such changes 
will provide significant benefits at reasonable cost. Managers in DuPont’s 
environmental audit program told us that top management’s commitment 
to environmental goals is further underscored by the fact that the 
company’s Chairman/Chief Executive Officer also serves as its Chief 
Environmental Officer. This individual has articulated as a goal for DuPont 
that uevery employee be able to recognize art unsound environmental 
practice and correct it or call it to the attention of those who will.” 

Union Cat-bide-which has, since the Bhopal disaster of December 1984, 
committed itself to having a compliance assurance and risk management 
system “second to none”-has tried to create a corporate culture that 
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accepts nothing iess than full compliance with environmental laws and 
regulations and with corporate environmental standards that are often 
more stringent. On the theory that “what gets measured gets done,” Union 
Carbide has built environmental performance into its employee review 
system. Environmental audits, which are viewed as setting a tone of 
compliance in the company, are the primary means for measuring this 
performance. Company officials told us that if the environmental 
performance of a Union Carbide facility is rated as poor, the compensation 
of the facility’s manager can be reduced. If the performance is very bad, 
the manager can lose his or her job. The surest way for a plant manager to 
be fired, we were told, is to fail to follow up on an audit’s tidings by 
implementig appropriate corrective actions. 

Resources Are Adequate to While it is important for top management to communicate its commitment 
Support Environmental to environmental goals as a way of fostering a climate of compliance 
Compliance within an organization, managers of leading environmental audit programs 

told us that tangible support is also needed-resources sufficient for the 
program to operate effectively, for appropriate corrective actions to be 
implemented, and for the organization to be convinced of the seriousness 
of management’s decked intent. 

The Air Force has strategically invested resources to ensure the success of 
its Environmental Compliance Assessment and Management Program 
(ECAMP). Established in the mid-1980s ECMP reviews were initially 
voluntary. However, because the major service commands and 
installations were slow to adopt environmental auditing, Air Force 
headquarters officials decided in mid-1988 to make the reviews mandatory. 

To implement the decision, Air Force headquarters provided $1.2 million 
to fund environmental audits during 1988 and 1989 and to initiate an 
environmental training program for service personne1. The training was 
highly effective, we were told, in increasing employees’ environmental 
awareness and unde&anding of the need for ensuring compliance. By 
investing resources in 1988 and 1989, headquarters allowed the 
environmental audit program to get under way quickly. Since 1990, the 
major Air Force commands have absorbed the cost of doing 
environmental audits of their instaktions. Officers of the Air Combat 
Command’s (ACC) environmental staff told us that ECAMP was integrally 
involved in their resource docation process. Their ECAMP staff assists in 

annually validating line items for the headquarters ACC environmental 
compliance programs’ budget. Furthermore, they plan to have their A-106 
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program managers participate as members of the ECAMP team in fiscal year 
1996 to provide on-site assistance/valid&ion. 

The Director of Compliance Audits in Union Carbide’s Health, Safety and 
Environment organization told us that top management has always 
demonstrated support by amply funding environmental activities, 
including auditing and corrective actions aimed at ensuring compliance. 
He listed the company’s spending priorities as 1) achieving compliance, 
2) gaining competitive advantage and maintaining and increasing market 
share, and 3) reducing environmental, health, and safety risks. Projects 
that are needed to keep the company in compliance with regulatory 
requirements will always be funded, he said, and most projects that reduce 
waste will also be funded because they generally save costs over time, He 
reported that the company spends about $1 million a year on the audit 
program alone and that this cost is borne by headquarters rather than by 
the operating business units. 

An Adequate Number of An effective environmental audit program requires a sufficient number of 
Qualified StaEf Is Available qualified auditors and supervisory audit personnel. According to the 

experts we contacted, qumed personnel are trained and experienced in 
the techniques of auditing and collectively have knowledge of all 
applicable environmenti laws and regulations, understand the role and 
functioning of environmental management systems, and recognize 
organizational processes and practices that can adversely affect the 
environment. Moreover, these experts agreed, because environmental 
auditing is but one part of a comprehensive environmental performance 
management system, an effective audit program presupposes the 
existence of complementary environmental activities, including programs 
for training employees in environmental requirements and in their 
responsibility for complying with these requirements. 

Environmental consultants we interviewed as well as published materials 
we examined noted that organizations that begin environmental auditing 
typically do not have the trained and experienced personnel needed for 
this activity. Nor have they typically established training programs to 
develop qualified audit personnel and to train employees in environmental 
protection issues and responsibilities. To overcome these obstacles, these 
organizations may (1) engage expert consultants to conduct audits on 
their behalf and provide the desired environmental training and/or (2) hire 
qualified individuals Tom the outside to put together in-house 
environmental audit and training programs. Some organizations may use 
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contractors/consultants as an interim measure, allowing them to build 
their audit programs gradually and provide training in step with the 
evolution of their overall environmental program. Others, particularly 
smaller organizations, may opt to rely exclusively on outside contractors. 

Allied Signal followed the path that many organizations have taken to 
develop an effective audit program. Allied relied heavily on an outside 
contractor’s assistance in establishing its program but gradually moved 
towards making the audit function an internaI activity. After hiring an 
environmental consulting firm  to perform a baseline assessment of its 
environmental compliance in the late 197Os, Allied contracted with the 
same firm  to help design and implement an internal audit program and 
provide assistance in conducting early audits. At about the same time, 
Allied hired an experienced environmental professional to head up and 
direct its in-house audit program. 

Today, Allied’s program has evolved to the point that company personnel, 
rather thsn outside consultants, perform the bulk of the audit work The 
program is permanently staffed at the corporate level with four 
environmental professionals who serve as audit team leaders, Audit team 
members, from throughout the company, are drawn from a specially 
selected and trained cadre of ‘environmental auditors” who participate in 
from two to six audits each year, in addition to carrying out their normal 
health, safety, or environmental functions in a plant or maor business 
unit. Contractor personnel supplement the audit team’s membership on a 
minority of audits, particularly on oversees audits or on audits for which 
special knowledge is required. 

The Audit Activity Is 
Independent of the 
Facilities and Functions 
Audited 

According to the corporate audit program managers we contacted, 
environmental auditors must be objective and independent of the facility 
or activity they are auditing if they are to provide management with an 
impartial assessment of a facility’s compliance status. The program 
managers explained that facility managers and others responsible for 
environmental performance are more likely to perceive the audit to be fair 
and to accept and act on its findings if the criteria against which the 
facility is measured are clear to them and the auditors are careful to 
evaluate the facility’s performance against these criteria Senior 
management throughout the organization, we were told, must also 
recognize and respect the independence of the audit function, ensuring 
that there is no impediment to free inquiry or judgment and no fear of 
retribution. 
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Union Carbide ensures the independence and objectivity of its audit 
program by operating it as a centralized corporate function. The audit 
program is, in fact, the only functional program at the corporate level. The 
program is funded by corporate headquarters rather than by major 
business units, and it reports directly to the company’s board of directors. 
It employs a core group of full-time environmental auditors, most of whom 
are retired former Union Carbide employees, who conduct the audits on a 
contractual basis. Most of the auditors have been with the program since 
its inception, have a good knowledge and understanding of the company’s 
operations, and have been trained in environmental auditing techniques by 
Union Carbide’s environmental consultants. 

DuPont ensures the independence and objectivity of its audit program by 
prescribing the selection criteria for both audit team members and team 
leaders and requiring its major corporate business units to follow these 
criteria in staffing audits. A  major requirement is that team members and 
team leaders not be drawn from the site being audited. Audit team 
members are typicahy managers of facilities’ environmental programs, 
rather than production personnel, and are selected on the basis of their 
expertise in the environmenti media under review in the audit. 

Quality Assurance 
Procedures Ensure the 
Accuracy and 
Thoroughness of Audits 

Another characteristic of effective environmental audit programs is that 
they are subject to some type of review mechanism designed to maintain 
the quality of the audit system and ensure the validity of each audit’s 
results. Quality assura.nce, according to the authorities we consulted, may 
be accomplished through continuous supervision, internal reviews, 
external reviews, or a combination of these and other techniques. 

Union Carbide and Allied Signal rely primarily on outside consultants to 
ensure the continuing quality of their audit programs. In the case of Union 
Carbide, environmental consultants participate as team members in 
approximately 20 percent of the company’s environmental audits. The 
contractor determines which outside auditors to assign on the basis of the 
expertise needed in each case. After the audits in which they have 
participated have been completed, the outside auditors prepare separate 
reports. These reports discuss such matters as how the company’s 
auditors performed, how audit meetings and interviews were conducted, 
and how well the audit work was documented in workpapers. 
Representatives of the consulting firm  use these reports as a basis for 
providing feedback to Union Carbide’s management on the operation of 
the audit program and for recommending actions to improve it. In Allied 
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Signal’s environmental audit program, outside contractors play a similar 
role, participating in about one-third of the company’s audits and reporting 
directly to the board of directors twice yearly on the operation of the audit 
program. 

Eastman Kodak employs avariety of mechanisms to ensure the quality and 
integrity of its environmental audits. In addition to relying on corporate 
team leaders and on outside consultants participating as audit team 
members, Kodak employs a separate outside consulting firm  to conduct an 
independent audit of its health, safety, and environmental assessment 
program every 2 years and report back to top corporate management with 
findings and recommendations. Kodak also solicits feedback on audits 
from its facilities, requiring site managers to complete and return to 
corporate headquarters a questionnaire evaluating the audit team’s 
performance at the audit site. 

Environmental Audits 
Have Essential Elements 

The preceding discussion focused primarhy on elements that are widely 
viewed as essential characteristics of successful and effective 
environmental audit programs. We found that there is also substantial 
consensus on the essential elements of environmental audits themselves. 
In large part, this agreement reflects the fact that environmental auditing 
has been modeled afkr financial auditing, an area in which consensus on 
standards has existed for some time. 

A  comparison of EPA’S 1986 policy statement on environmental auditing, 
the Environmental Auditing Roundtable’s standards for the performance 
of environmental, health, and safety (EHH) audits, Arthur D. Little’s 
principles for conducting EHH audits, and the International Chamber of 
Commerce’s position paper on environmental auditing reveals basic 
agreement on the following characteristics of environmental audits: 

l Audit work is defined in advance. The coverage and objectives of an audit 
are clearly established before the audit takes place, so that the needs and 
expectations are completely defined and understood by the client and the 
auditee. 

l An audit is systematic. Audits are based on plans and systematic 
procedures that ensure comprehensive and efficient coverage of all 
relevant matters and provide guidance in preparing for an audit, 
conducting fieldwork, and documenting and reporting findings. 

9 An audit occurs periodically. Since an audit represents only a “snapshot” 
in time, audits are conducted with some specified frequency to provide 
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assurance of conthing compliance with requirements and evidence of 1 
the continued effectiveness of the management systems in place to ensure ! 
compliance. 

l Results are documented. The audit cuhninaks in a written report that 3 
clearly communicates the audit’s findings in a timely manner to the I 
intended recipients, with sufficient clarity and detail TV facilitate corrective c 
action. E  

i 
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Chapter 3 

Few Federal Agencies Have Effective 
Environmental Audit Programs 

While a few federal agencies have developed environmental audit 
programs that they report as achieving substantial benefits, most federal 
agencies @articularly civilian agencies) have made litie progress in 
establishing such programs. A few agencies, such as BLM and FAA, have 
some elements of an environmental audit program but are missing key 
components. Other agencies have no environmental audit program at all, 
even though the experience of civilian agencies has demonstrated that if 
an agency’s mission is not carried out in an environmentally responsible 
way, costly environmental liabilities can result. 

DOE and the Air 
Force Have 
Comprehensive 
Environmental Audit 
Programs 

DOE and the Air Force have implemented comprehensive environmental 
audit programs largely to correct major environmental problems and to 
stem adverse publicity arising from some of their past operations. They 
embraced environmental auditing as a way to avoid creating new 
environmental problems and to ensure compliance with environmental 
requirements. To guarantee the success of the audit programs, managers 
in each agency provided the necessary financial resources and staffing and 
took steps to gain the support of the agency’s employees. As their audit 
programs matured, these agencies expanded the scope of their audits 
beyond environmental compliance to include examinations of 
management systems and environmental risks, and they made other 
improvements as well. Today, DOE'S and the Air Force’s programs are 
widely regarded as among the best in the public sector. 

DOE DOE established its environmental audit program in 1990. The magnitude of 
DOE'S environmental problems was identified in environmental surveys 
conducted at 35 major facilities from 1985 to 1989 at the Secretary of 
Energy’s request. The agency also published a study in December 1988 that 
estimated the costs of cleaning up all of DOE'S environmental pollution 
through the year 2010 at $75 billion to $115 billion2 While the 
environmental surveys of the 1980s were one-time reviews, top managers 
recognized the need for periodic assessments of environmental problems 
at all DOE facilities. 

Accordingly, senior officials created the Office of Environmental Audit 
(OEA) to “provide comprehensive, independent, management-Ievel 
oversight” of line management’s environmental performance in order to 
achieve fulI compliance and excellence in the environmental area The 

2Environment, Safety, and Health Needs of the U.S. Department of Energy. More recent estimates put 
the cost of the cleanup at $300 billion to as much as $1 trillion over a 30-year period. 
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Secretary communicated to DOE employees the importance of the 
environmental audit program by issuing departmental notices that 
emphasized “the need for and value of assessments, . . to ensure W E  

activities are undertaken in an environmentally sound manner. . . [and] to 
assure compliance with applicable laws related to environmental 
protection. ’ 

DoE’s environmental audit protocol specifies that all major facilities 
nationwide are to be audited once every 3 years. The scope of the audits 
includes all environmental media and assesses compliance with federal, 
state, and local environmental regulations; DOE policies and procedures; 
and best industry practices. DOE'S audits also assess a facility’s 
environmental management systems and look for ways to manage both 
regulated and unreguIated environmental hazards. According to DOE 

officials, the audit teams consist of both the agency’s fi&time 
environmental auditors and contractor personnel who have specialized 
environmental knowledge. By using both contractors and full-time internal 
auditors, DOE ensures that the audits are independent and objective. 

DOE'S audit program guidance requires that auditors prepare a report at the 
condusion of an audit that details the problems found. The audited 
facilities must formulate a plan of corrective actions and must submit 
quarterly updates to OEA on the actions taken to correct identified 
problems. According to DOE documents, DOE budgeted $2+9 million for 
environmental audits in fiscal year 1994. 

As DOE'S audit program has matured, OEA has expanded the scope of its 
audits from checking only for compliance with environmental regulations 
and DOE policies to assessing environmental management systems. These 
assessments seek to identify the factors contributing to the occurrence of 
observed deficiencies in compliance. In addition, DOE requires facilities to 
perform environmental self-assessments using facility-specific audit 
manuals. DOE has also developed quality assurance procedures to ensure 
that the techniques and results of all audits are consistent, technically 
valid, and of high quality. These procedures ensure th& auditors have the 
guidance required to effectively perform audits, that this guidance is 
updated as needed, and that auditors have received appropriate training. 
OEA also visits facilities during an audit to observe firsthand the 
implementation of audit guidance and ensure consistency among audit 
teams in methods of auditing. While DOE continues to face billions of 
dollars in costs to clean up contamination from past environmental 
practices, DOE environmental officials stated that changes to current 
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practices, introduced in response to environmental audit findings, will 
avoid future cleanup costs for the agency. On December 18, 1994, DOE’S 

environmental audit program, which had until then been under the 
jurisdiction of the Deputy Assistant Secretary for Environment, became 
the programmatic responsibility of the Deputy Assistant Secretary for 
Independent Oversight and Appraisals. 

Air Force The Air Force established its environmental audit program (ECAMP) in 1986 
in response to the unfavorable publicity and regulatory attention that the 
service’s poor environmental performance had attracted. The improper 
use, storage, and disposal of hazardous materials and petroleum products 
pose the greatest problem for the Air Force and for the Department of 
Defense (DOD) in general. A  1991 study prepared for DOD estimated the cost, 

to clean up all DOD facilities at $24.5 billion. The Air Force alone will spend 
$509 million in 1994 on cleanup. 

Once the audit program was established, the Air Force Chief of Staff 
communicated to employees the high importance attached to the program 
by the service’s top management, which had set a goal of zero 
enforcement actions against any base and determined that this goal would 
be the “measure of merit?’ for the service. Environmental auditing was 
deemed to be the primary tool to measure and ensure progress towards 
this goal. To reinforce this point, a brochure sent to all base commanders 
stated that Undo helps facilitate environmental compliance which, in 
turn, reduces the risk of legal actions and places the Air Force in a positive 
position as a steward of the environment.” The brochure further stated 
that the base commander was both responsible and personally liable for 
any activities at the base that damaged the environment and that he/she 
therefore could not afford not to conduct audits. 

The Air Force’s audit protocol specifies that all facilities are to be audited 

once every 3 years. The audits assess compliance with federal, state, and 
local regulations and with the service’s policies for all environmental 
media According to Air Force officials, audit teams consist of both 
contractor personnel with specialized environmental knowledge and Air 
Force personnel, from both the base being audited and from other 
instaI.ltions, who are trained in various environmental media By using 
contractors and personnel from other installations, the Air Force ensures 
the independence of its auditors. 
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At the conclusion of an audit, Air Force auditors prepare a report that 
outlines the problems found. The audited facilities must then plan 
corrective actions and ensure that these actions are taken. Documents 
show that the Air Force budgeted $5 million in fiscal year 1994 for ECAMP 

reviews. 

As ECAMP matured, the Air Force made several major improvements to the 
program. While auditors initially checked only for compliance, the Air 
Force expanded the scope of the audits to examine deficiencies in 
management systems so as to address the root causes of noncompliance. 
The agency also tiained its personnel in environmental auditing so that it 
could decrease its reliance on contractors. 

In addition, Air Force facilities are now required to do self-audits in the 
years between ECAMP reviews. Facilities use the ECAMP protocol to conduct 
these audits. Findings from the self-audits must be written up, entered into 
a computer data base, and tracked to ensure that deficiencies are 
corrected. Since the self-audits are conducted by base environmental 
officers who are not necessarily trained in all environmental media, the 
facilities have contractor support available. Auditors for the subsequent 
EcM review then follow up on the self-assessment’s findings to ensure 
that identified deficiencies have been corrected. Air Force environmental 
officials stated that the environmental audit program has led to the timely 
correction of problems found during audits and has helped to prevent 
future problems. 

Few Civilian Federal While environmental auditing is widely recognized in the private sector 

Agencies Have 
and in the defense and energy agencies as a means of reducing 
environmental compliance problems and their associated costs, most 

Effective civilian federal agencies currently do little or no environmental auditing. 

EnvironmentaI Audit At least 16 such agencies currently face cleanup costs in the millions of 
dollars and risk significant fines and other penalties because of past 
environmental mismanagement and ongoing violations of existing 
regulations. Both BLM and FAA have developed pilot environmental audit 
programs to address the potential environmental liabilities at facilities 
they co&ok however, both agencies will need to extend and 
institutionalize these programs to deal with the magnitude of their 
environmental challenges. Information from EPA indicates that most other 
civilian federal agencies are either just beginning to develop 
environmental audit programs or have no programs at all. 
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Bureau of Land 
Management 

BLM has begun to put in place some of the key elements of an 
environmental audit program. Specifically, it has acquired an auditing 
capability by contracting with the U.S. Army Corps of Engineers (the 
Corps), thereby ensuring the availability of qualified and independent 
audit staff. In addition, BLM has designed a protocol to systematically audit 
BLM facilities for compliance with environmental laws and for sound 
environmental management practices. IZU is currently conducting 
environmental audits on a pilot basis. Improvements are still needed, 
however, to more fully address the agency’s environmental liabilities. 

BLM’S mission is to plan for and manage the long-term use of public lands 
in federal ownership to achieve the objectives of multiple use and 
sustained yield. BLM manages 272 million acres of public lands, the largest 
area managed by any federal agency. However, BIN’S stewardship of the 
public lands has frequently been criticized. Congressional committees in 
both the House of Representatives and the Senate have held hearings on 
BLM’S environmental performance. The committees focused in particuIar 
on the agency’s handling of hazardous materials and solid wastes and on 
the need for BLM to take measures, such as environmental auditing, to 
avoid further contamination. The National Research Council also criticized 
the agency’s environmental performance in a 1992 report entitled 
Hazardous Materials on the Public bands and recommended that BLM 
adopt an aggressive and proactive strategy for managing hazardous 
materials and solid wastes. BLM has about 300 sites on EPA’S Federal 
Facilities Compliance Docket requiring cleanup at a cost estimated in the 
hundreds of millions of dollars. Moreover, BLM has thousands of other sites 
that may be contaminated but have not yet been inspected. 

Most of BLM’S environmental problems have been created by the private 
users of public lands, such as miners. However, BLM’S own activities also 
pose potential threats to the environment. For example, BLM operalions 
involve the use, storage, and disposal of solvents, pesticides, and 
hazardous materials, many of which are flammable. BLM has numerous 
underground fuel storage tanks, and several BLM programs generate 
infectious wastes. One of the biggest challenges for BLM is ensuring the 
safety of the many drinking water systems it operates to service public 
campgrotmds and visitor centers on lands managed by BLM. 

BLM began developing its environmental audit program in 1993 when 
employees at its Denver Service Center-which serves as a technical 
assistance and support group to the agency but has no line 
authority-were prompted by criticism of BLM’S environmental 
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performance to look for a way to better ensure compliance with 
environmental laws. In 1993, the Center hired an environmental engineer 
to design and implement an audit program for the agency. Since then, pilot 
audits have been conducted in several BLM state offices that have 
volunteered to participate in the program. 

BLM'S environmental audit program has clear objectives and some key 
program elements. The stated objectives are to (1) assist managers in 
identifying compliance problems and the resources necessary to correct 
them, (2) increase environmental awareness, and (3) minimize potential 
liabilities. The agency has contracted with the Corps for assistance in 
developing the audit program. BJA4 developed an audit protocol that 
establishes systematic audit procedures and provides uniform guidance in 
order to promote consistency and uniformity in preparing for an audit, 
conducting fieldwork, and reporting findings. 

Audits are conducted by Corps auditors under the oversight of the BLM 
audit coordinator. One or two staff from the audited facility also 
participate as members of the audit team, primarily for the educational 
value. By relying primarily on Corps auditors, BUN ensures that the audits 
are independent and objective, 

BLM has made progress in establishing an environmental audit program. 
Improvements are still needed, however, to develop a program that can 
significantly minimize the agency’s environmental liabilities. Specific 
improvements include the following: 

. While a few state offices have provided tlnancial support for pilot audits, 
BLM headquarters has not provided any funding for 1995. BJA headquarters 
needs to make funding available for state offices to continue to conduct 
pilot audits and for the agency to develop a permanent program of regular 
and periodic audits. 

. BLM’S top management needs to submit requests for funds to the Office of 
Management and Budget (OMB) to correct identified deficiencies requiring 
capital expenditures. OMB directs federal agencies to submit requests to it 
for environmental projects costing over $10,000 that are needed to 
maintain compliance with environmental laws. BLM found, in conducting 
its initial audits in the fall of 1993, that several drinking water systems 
were not in compliance and would cost an estimated $30,000 per site to 
fix; however, BLM headquarters officials have not submitted any funding 
requests to OMB. According to several field environmental officials, BIM 
headquarters has not yet made following up on audit fmdings a priority. 
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l BLM needs to develop a quality assurance system to ensure the integrity of 
the audit process and the consistency and reliability of the audit results. 
BLM'S audit coordinator explained that he did not want to establish a 
quality assurance system unless the agency’s top management made a 
commitment to continue the environmental audit program beyond the 
pilot phase. 

+ BLM needs to encourage the extension of environmental auditing beyond 
the agency’s own facilities to the operations of private users of the public 
lands-the area of greatest liability for the agency. As discussed more fully 
in chapter 4, both EPA officials and BLM environmental officials believe that 
BLM has a responsibility under the Federal Land Policy and Management 
Act (FLPMA) to encourage proactive environmental practices, such as 
environmental auditing. 

The need for improvement in BIN'S program is to be expected, given the 
early stages of the program’s development. Nevertheless, as discussed in 
chapter 4, significant obstacles and disincentives need to be removed if the 
Bureau’s program is to become effective. 

Federal Aviation 
Administration 

F’A& like BLM, has begun to develop the essential elements of an 
environmental audit program. Like BLM, FAA has obtained the necessary 
expertise to conduct audits by contracting with the Corps, thereby 
ensuring the qualification and independence of the audit staff. FAA has also 
designed a protocol to systematically audit facilities for compliance with 
environmental laws. Like BLM, FAA is conducting environmental audits on a 
pilot basis and stiIl needs to develop the program further to more fully 
address the agency’s potential environmental liabilities. 

FAA's mission is to provide a safe, secure, and efficient global aviation 
system that contributes to national security and promotes U.S. aviation. 
The agency has 8,500 facilities that carry out this mission. Potential thream 
to the environment from FAA's operations at these facilities stem from such 
activities as the disposal of waste oils and solvents, the handling of PCBS in 
radar equipment, the servicing of machinery, and the use and storage of 
hazardous materials. FAA is currently most concerned about the potential 
hazards posed by leaks from its approximately 3,000 underground fuel 
storage tanks. The agency estimates that bringing all of these tanks into 
compliance with environmental requirements will cost $200 million. Of 
this amount, $78.8 million had been spent through fiscal year 1994. 
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Because of contamination caused by past operations, one FAA facility was 
named to the National Priorities List (NPL) for Superfund sites, and 59 
facilities have been put on EPA’S Federal Facilities Compliance Docket for 
further evaluation and possible cleanup. FAA currently spends $13 million 
to $20 million a year to clean up environmental damage from past 
improper handling of hazardous materials. FM’S Technical Center, which 
was named to the NPL in 1985 for leaks and spills of hazardous materials, 
will require an estimated $25 million to $30 mUon to clean up. To address 
the environmental damage caused by its operations, the Center developed 
its own environmental audit program in 1988. The Center’s environmental 
audits began as examinations of the facility’s practices for managing 
hazardous materials and were expanded to include other environmental 
media and to check for compliance with federal, state, and local 
environmental laws. 

FAA headquarters recognized the need for environmental audits as early as 
1990, when a cooperative effort was initiated with the Office of the 
Secretary of Transportation. ARer an interagency agreement was 
developed between FAA’S Southern Region and the Corps, FM began to 
develop the current audit program in 1991, using the Corps’ expertise. The 
agency allocated $3.6 million over 3 years to develop and test the pilot 
program in the Southern Region, for subsequent use nationwide. The pilot 
phase of field implementation started in 1992 and ended in July 1994, when 
implementation of the national program began. The program has been 
extended to three additional regions (Southwest, Central and Alaskan) and 
the Aeronautical Center. Expansion to all regions is scheduled in 1995. 

According to FAA’S strategic plan for the environmental audit, program, the 
audits will help the agency (1) understand its environmental problems, 
(2) prioritize these problems, and (3) estimate the costs of correcting the 
problems. The Corps has adapted the Army’s environmental audit protocol 
to reflect the issues of most concern to FAA and its facilities. Corps 
auditors conduct the audits, while one person from the audited FAA faciLity 
participates as an audit team member. 

FAA has made progress in establishing an environmental audit program. FAA 
environmental officials, however, acknowledge that the program needs to 
be implemented more widely and refined if it is to significantly reduce the 
agency’s environmental liabilities. For example, the program is not yet 
fuIly developed in the following areas: 
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l The audits conducted by the Corps do not examine environmental 
management systems, whose weaknesses are offen the root cause of 
compliance problems. Audits of environmental management systems have 
been conducted separately at the FAA Technical Center but have not yet 
been implemented in the regions. 

l FAA has contracted with the Corps to audit all of its facilities through 1998. 
While the agency reports that it intends to continue environmental 
auditing after that date, it has not yet finalized the program’s structure. As 
data from the initial audits are evaluated, officials told us, the format of 
the program will be adjusted to optimize effectiveness. The agency will 
also reassess the role of the Corps in the continuing program, as it 
determines whether in-house resources or contractor resources wiU better 
meet its long-term audit needs. 

. The agency is planning to conduct quality assurance evaluations of the 
compliance audits conducted by the Corps but has not yet completed 
these evaluations. The oversight evaluation process began in November 
1994. The first of two sets of field visits was conducted in .huumry 1995, 
and the second set is planned for March 1995. Agency officials told us that 
the evaluations are meant to provide a quality check for the audit process 
and to foster the continuous improvement of environmental compliance 
management systems and procedures. 

Because environmental auditing is still in the early stages of development 
in FAA, some of the gaps in the agency’s program are to be expected. 
However, for environmental auditing to become an effective tool for 
minimizing the agency’s potential environmental liabilities, the gaps in the 
program and other obstacles and disincentives, discussed in chapter 4, 
need to be addressed. 

Other Civilian Federal 
Ag encies 

Civilian federal agencies other than BLM and FAA have compliance 
problems and environmental liabilities that could be addressed through 
environmental auditing, but information from EPA indicates that 
environmental auditing is limited among civilian federal agencies. 

Under Executive Order 12088, all federal agencies are required to comply 
with federal, state, and local environmental laws in carrying out their 
missions. Furthermore, as the experience of defense agencies has shown, 
failing to comply with environmental laws in conducting routine activities 
can result in severe consequences. For example, DOD employees have been 
prosecuted for failing to comply with environmental laws in disposing of 
substances such as paint and radiator fluid. EPA and state regulators have 
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imposed stiff fines on several military facilities for violations such as 
failing to properly contain and label hazardous waste or to determine 
whether stored waste was hazardous. Civilian agencies’ routine operations 
involve the same kinds of materials and activities as were involved in these 
enforcement cases. 

In addition, civilian agencies have demonstrated that if they do not carry 
out their missions in an environmentally responsible way, costly cleanup 
problems can result. S&teen civilian federal agencies have facilities on 
EPA’S Federal Facilities Compliance Docket, making up about half of all the 
sites on the docket. As we reported in April 1994, many civilian agencies 
have been slow to assess the true costs of cleaning up their facilities, but 
estimated costs are in the billions of dollxtx3 

Many civilian environmental officials are concerned that their agencies do 
not have programs adequate to handle the environmental liabilities arising 
from their agencies’ operations. In response to these concerns, EPA has 
formed the Civilian Federal Agency Task Force, a group of environmental 
officials representing 21 civilian departments and agencies. The task 
force’s mission is to identify needed improvements in civilian agencies’ 
environmental programs and to make recommendations for addressing 
these needs. 

To assist the task force, EPA administered a survey of civilian federal 
agencies and subagencies in 1993 to mess the status of their 
environmental programs. (See app. II for a listing of the agencies 
participating in the Civilian Federal Agency Task Force and a listing of the 
agencies responding to EPA’S survey.) According to the survey 
respondents, civilian federal agencies have a widespread need to improve 
compliance with environmental laws, to enhance employees’ 
environmental awareness, and to establish or strengthen environmental 
compliance programs. Of 19 agencies responding to the survey question on 
environmental auditing, 8 (or 42 percent) indicated that their agencies did 
not have an “environmental auditing, assessment, or other system” in place 
to oversee and monitor their compliance activities. Moreover, according to 
the EPA official chiefly responsible for working with the task force’s 
members, the civilian agencies that were conducting environmental audits 
had yet to develop strong programs. 

3Federal Facilities: Agencies Slow to Define the Scope and Cost of Hazardous Waste Site Cleanups 
(GAOIRCED-9473, Apr. 16, 1994). 
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As the private sector’s experience has shown, environmental auditing can 
help improve environmental compliance by enabling organizations to 
detect and correct problems before they become significant liabilities, 
strengthen internal systems designed to ensure compliance, and increase 
employees’ environmental awareness and capability. In addition, 
environmental auditing can help agencies avoid the costs of expensive 
environmental cleanups, avoid fines and penalties, and identify ways of 
operating more efficiently. 

Environmental auditing can be instrumental in bringing civilian federal 
agencies into compliance with environmental laws. While auditing is only 
one component of a comprehensive environmental management system, it 
is recognized as an indispensable tool for achieving compliance. Indeed, 
pilot environmental audits conducted at BLM and FAA demonstrate that 
environmental auditing helps agencies to proactively bring facilities into 
compliance with environmental laws. 

Through pilot environmental audits at BLM, numerous serious deficiencies 
were identified and corrected4eficiencies very similar to those for 
which defense agencies have incurred stiff enforcement penalties. The BLM 
pilot audits found, for example, that BUN facilities were storing flammable 
materials with ammunition, disposing of hazardous waste as 
nonhazardous waste, conducting fire training without the required air 
emission or water discharge permits, improperly disposing of infectious 
wastes, and maintaining substandard drinking water systems on public 
campgrounds According to BLM officials, about 90 percent of these 
identified deficiencies were correctable with minimal effort and expense. 
According to IBLM personnel, upgrading the public drinking water systems 
and containing hazardous wastes are the only corrective actions requiring 
expenditures of more than $10,000. 

FAA’s Technical Center in Atlantic City, New Jersey, has also found 
environmental auditing to be instrumental in bringing the faciliw into 
compliance with environmental laws. Because of its history as one of the 
nation’s worst hazardous waste sites, the Technical Center is among the 
few civilian federal facilities to have been subjected ta a fairly high level of 
regulatory attention. Starting in 1978, the Center received notices of 
violation, consent decrees, warning letters, and fines from both federal 
and state regulators. However, no enforcement actions have been taken 
against the Center since 1991. The Center’s environmental manager 
attributes this dramatic change to the effectiveness of the Center’s 
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environmental compliance program-which includes enviromnental 
auditing as an integral part-in bringing the facility intO compliance. Like 
BLM officials, Center officials have found that the deficiencies they 
discover through environmental auditing can, for the most part, be 
corrected at minimal cost. 

Environmental Auditing 
Could Help Civilian 
Federal Agencies 
Strengthen Compliance 
Systems 

Beyond identifying immediate compliance problems, environmental 
auditing could help civilian federal agencies strengthen the environmental 
management systems that are necessary to achieve continuing 
compliance. These systems deal with how an organization is equipped to 
achieve compliance-its staffing and training, policies and procedures, 
and record-keeping and emergency response planning. As a DOE 
environmental auditor told us, “it is impossible to remain in compliance 
without environmental management systems and an environmental audit 
program to verify that they are working properly,” 

Civilian federal agencies acknowledge that in many cases their systems to 
achieve compliance are either weak or nonexistent. According to EPA'S 

1993 survey of civilian federal agencies, only one agency had an adequate 
agencywide environmental data base to ensure the maintenance of proper 
environmental records (e.g. waste records, discharge permits, etc.). Half of 
the survey respondents stated that guidance on environmental laws is 
provided to employees only on an informal and ad hoc basis or not at all. 
Similarly, the Civilian Federal Agency Task Force issued a report that 
characterized the status of environmental management systems in civilian 
agencies as follows: 

“IM]any agencies have reported being understaffed with even minimalJy trained personnel. 
Those that are available are often not provided with adequate guidance when performing 
job functions and mission duties that are affected by environmental laws. . . Many agencies 
are not equipped with automated environmental databases to ensure proper 
(environmental] records are maintained.. . .” 

In their limited experience with environmental auditing thus far, 
environmental officials at both FAA and BLM have found it to be an 
invaluable means of identifying needed improvements in environmental 
management systems. The environmental manager at FAA'S Technical 
Center told us that environmental audits frequently reveal patterns of 
deficiencies that are corrected Center-wide through changes to 
procedures or policies. For example, in response to environmental audit 
findings, the Center has improved its recycling procedures and developed 
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plans for its laboratories to manage hazardous materials, Similarly, BLM’S 
pilot environmental audits have produced agency-wide improvements ln 
environmental policies and st.afEng. One pilot audit resulted in a policy 
requiring BLM staff before purchasing hazardous materials to consult with 
environmental personnel to determine whether a less hazardous 
alternative could be substituted. Another pilot audit recommended 
changes in staffing to ensure that public water supplies at BLM facilities are 
sampled properly. 

Environmental Auditing Organizations with experience in environmental auditing have found it to 
Could Increase Employees’ be a very effective means of teaching their employees how to do their jobs 

Environmental Awareness in compliance with environmental laws. According to environmental 
officials in civilian federal agencies, federal personnel urgently need to be 
trained in their environmental responsibilities. For example, the Civilian 
Federal Agency Task Force recently concluded that “a significant number 
of Federal agency personnel from executive management to staff level 
lack an awareness of legal responsibilities or appropriate management 
controls that support compliance and reduce liabilities.” 

Our discussions with FAA and BLM personnel confii the need for 
heightened environmental awareness in these agencies. For example, an 
official in DOT’S Office of the Inspector General told us that FAA employees 
often do not understand the environmental hazards involved in routine 
operations, such as changing equipment parts. An FAA headquarters 
environmental official told us that many longtime FAA employees act in 
environmentally irresponsible ways because they have the attitude that 
“I’ve always gotten away without complying, so why should I change 
now?” 

Although only a limited number of environmental audits have been 
conducted at FAA, an increase in employees’ environmental awareness has 
been noted as a benefit. The audit manager at FAA’S Technical Center 
stated that through the audit process, staff “up and down” the chain of 
command have learned a great deal about their environmental 
responsibilities. In a similar vein, the coordinator of the pilot audits 
conducted in FAA’s Southern Region observed that one of the primary 
benefits of the audits is that they help employees to understand 
environmental issues and how their facility’s activities need to be 
conducted to ensure compliance. 
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BLM’S pilot audits have also discovered and addressed gaps in employees’ 
knowledge of environmental responsibilities. For example, an audit team 
found that BLM personnel were allowing hazardous materiais to 
accumulate instead of disposing of them, thereby violating regulations for 
storing hazardous materials. The root cause of this problem, according to 
the audit team leader, was simply that the employees did not know how to 
dispose of the materials in compliance with the law. In another instance, 
the audit team found that BLM employees were using pesticides for weed 
control when the weeds could easily have been controfied-with less risk 
to employees and to the environment--through mechanical means. 

W ider Use of 
Environmental Auditing 
Could Reduce Agencies’ 
costs 

In addition to improving federal agencies’ compliance with environmental 
laws, environmental auditing can save costs by (1) avoiding the costs of 
cleaning up contamination, (2) avoiding the costs of fines, penalties, and 
other regulatory actions, and (3) identifying ways of operating more 
efficientIy. 

Federal Agencies Could Avoid 
the Costs of Cieaning Up 
Contamination 

Evidence is mounting that federal agencies face staggering costs to clean 
up the environmental damage resulting from poor environmental 
practices. In April 1994, we reported that “the effort to clean up federal 
hazardous waste sites is likely to be among the costliest public works 
projects ever attempted by the government.“4 While many agencies have 
been slow to quantify their cleanup liabilities, estimates of the federal 
government’s cleanup costs range in the hundreds of billions of dollars. A  
large portion of this liability has been created by federal defense and 
energy agencies. However, civilian federal agencies have also incurred 
cleanup liabilities. For example, FAA has preliminarily estimated that it 
faces $183 million in cleanup costs for the period from 1995 to 2002. BLM 
has yet to estimate its cleanup costs, but sources such as the National 
Academy of Sciences estimate BLM’S cleanup liability to be several hundred 
million dollars. 

As discussed in chapter 2, private sector organizations and DOE and DOD 

agencies have found that environmental auditing is a means to avoid 
incurring future cleanup costs. The environmental audits already 
conducted at civilian agencies, while limited in coverage, demonstrate 
how environmental auditing can also help these agencies save money by 
correcting deficiencies before they result in costly liabilities. For example, 
an audit at FAA’s Technical Center revealed that oil left outdoors in open 

4Federal Facilities: Agencies Slow to Define the Scope and Cost of Hazardous Waste Site Cleanups 
(: 
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containers for fire extinguisher &aining was overflowing and 
contaminating the ground when it rained. Speaking from his experience 
with previous cleanups at the Technical Center, the audit manager stated 
that if the oil spillage had not been discovered during the audit, the Center 
could have been required to spend additional dollam investigating the 
contamination before the actual cleanup could even begin. He added that 
if an environmental audit program had been implemented at the Center in 
the 196Os, the current cleanup costs (estimated at $26 million to 
$30 million) could have been avoided. These cleanup costs, he explained, 
resulted from deficiencies that environmental audits routinely identify and 
resolve. 

A  pilot audit in FAA’S Southern Region also found and led to the correction 
of a compliance problem, avoiding a possibly costly cleanup. The audit 
discovered that hazardous materials were being stored improperly in a 
facility bordering a wetland. The audit manager estimated that if the stored 
chemicals had contaminated the wetland-a very real risk-the cleanup 
would have cost up to $5 million. Once the hazard was discovered, st.afT at 
the facility were able to correct it at minimal cost 

As the National Academy of Sciences reported in 1992, in accommodating 
users of the public lands (in particular, hardrock mining and oil and gas 
drilling operations), “BLM has overlooked or tolerated increasing 
contamination of its lands with a variety of hazardous materials, for which 
it is now a reluctant custodian.” We found that some companies operating 
on BLM lands voluntarily conduct environmental audits, which, they report, 
not only benefit the company but also protect the public lands from 
contamination and its associated costs. However, many other companies 
operating on BLM lands do not conduct environmental audits, and BLM 
officials are reluctant to encourage them to do so. Line management 
officials in BLM stated that whether or not companies operating on BLM 
lands conduct environmental audits is outside the scope of their 
responsibility. 

Federal Agencies Could Avoid Although EPA and state regulators have thus far devoted little enforcement 
the Costs of Fines and Penalties attention to many civilian federal agencies, these agencies may find, as DOE 

and DOD agencies already have done, that after inspections occur, 
noncompliance can be costly. For example, EPA fined the Naval Air 
Facility, El Centro, California, $267,999 for failing to determine whether 
stored waste was hazardous and for storing incompatible wastes together. 
The state of California seeks fines totaling about $760,000 from six military 
bases for failing to properly contain and label hazardous waste and 
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inadequately training hazardous waste workers. These fines are 
particularly reIevant to civilian federal agencies because they were issued 
for violations very similar to those existing at many civilian agencies’ 
facilities. 

The Air Force Air Combat Command, headquartered at Langley Air Force 
Base, Virginia, reveals the extent to which environmental auditing can help 
a federal facility avoid the costs of fines and penalties. In 1994, Command 
environmental officials estimated that the audit program saved the 
Command more than $4 million annuaby in avoided fines and penalties. 

Federal Agencies Could 
Identify Savings Through More 
Efficient Operations 

In addition to helping federal agencies avoid the costs of cleanups and 
regulatory fines, environmental auditing can help the agencies identify 
ways to operate more efficiently. The results of the pilot audits at BLM 
demonstrate these kinds of savings. Through one audit, BLM personnel 
learned that using a different type of battery would reduce the amount of 
plastic that the facility was discarding and would cut the cost of replacing 
a battery from $60 to $40. Another audit corrected a misapprehension that 
Ied BLM personnel to dispose of alkaline batteries, which are 
nonhazardous, as if they were hazardous waste. The audit team estimated 
that the audited facility had spent $30,000 more than was necessary to 
dispose of alkaline batteries. 

The pilot audit teams also found that BLM over-purchases hazardous 
materials. The audit teams found that BL,M personnel were purchasing 
hazardous materials in bulk to obtain discount prices, but most of the 
materials were never used, presenting a hazardous material storage and 
disposal problem and wasting BLM funds. The auditors suggested that 
before purchasing a hazardous material, BLM personnel first check with 
other local BLM facilities for any surplus of the material and then limit any 
purchase, if required, to the quantity actually needed. 

Conclusions Some federal agencies, such as DOE and the Air Force, have joined the 
private sector in establishing environmental audit programs from which 
the agencies have derived significant benefits. The pilot audits at BLM and 
FAA demonstrate that civilian federal agencies can also derive benefits 
from environmental auditing. These benefits may include (1) improving 
compliance with environmental laws, (2) strengthening the management 
systems necessary to achieve compliance, (3) heightening employees’ 
environmental awareness, and (4) achieving cost savings by reducing 
cleanup costs, avoiding fines and penalties, and identifying more 
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cost-effective ways to operate. Information from EPA indicates that the 
need for these kinds of benefits is widespread among civilian agencies. 

While it is encouraging that some agencies have initiated environmental 
auditing, much more remains to be done if civilian agencies are to build 
audit programs that can provide benefits such as DOE, DOD, and a number 
of private organizations have realized. Some agencies, such as BLM and FAA, 
will need to expand their current programs and ensure that they become 
permanent programs. Other agencies will need to introduce environmental 
auditing into their organizations and determine how to implement it. The 
continued development of environmental auditing in the civilian federal 
sector will depend, however, on overcoming certain obstacles and 
disincentives, as discussed in chapter 4. 

Agency Comments DOT commented that the Department’s and FAA's management fully support 
FAA's environmental audit program and have made a commitment to fully 
implement the program to ensure the agency’s compliance with all 
environmental requirements. Similarly, DOD commented that it is 
committed to full and sustained environmental compliance. DOD agreed 
that strong environmental audit programs are essential to achieving and 
maintaining compliance, and it concurred generally with GAO’S 
recommendations. DOE noted its satisfaction that GAO had found that the 
Department had made signilicant progress toward developing an effective 
environmental audit program that is used to improve environmental 
performance and reduce costs. DOE also concurred with GAO'S 
recommendations. While neither DOI nor BUM provided written comments, 
DOI'S Assistant Secretary for Land and Minerals Management commented 
informally that DOI and BLM would carefully consider GAO'S findings and 
recommendations as they proceeded to develop and implement BLM'S 
environmental audit program. 
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Chapter 4 

Obstacles Inhibit the Development of 
Environmental Audit Programs in Civilian 
Federal Agencies 

Although some civilian agencies, such as BLM and FAA, have launched pilot 
environmental audit programs, the further development of environmental 
auditing in the civiLian sector will require overcoming several obstacles. In 
particular, senior managers in civilian agencies will need to be persuaded 
to make the same strong and explicit commitment to environmental 
auditing as the managers of organizations with effective programs have 
made. However, senior civilian agency managers may see little reason to 
support environmental auditing as a means of achieving compliance 
because, under the current EPA and state inspection strategy, many 
agencies have little risk of being inspected. The further development of 
environmental auditing in civilian agencies is also hampered by (1) lack of 
the necessary environmental expertise within some agencies and (2) EPA 

policies and practices that provide managers with only vague assurance 
that taking the initiative to audit for compliance and to correct violations 
will in any measure reduce the penalties for violations. 

Strengthening While officials experienced in environmental auditing reported that clear 

Environmental Audit 
and tangible management support is essential to the success of audit 
programs, such support has yet to be evidenced at some civilian agencies. 

Programs Will Require As stated in chapter 2, according to experts in environmental auditing 

More Support From whom we interviewed, building strong environmental audit programs 

Civilian Agency 
Managers 

requires senior managers to take steps such as issuing statements 
noti@ing personnel of management’s support for the program, providing 
adequate and reliable funding for the program, personally reviewing audit 
reports, and ensuring that environmental audit findings are promptly 
addressed. Senior managers at some civilian agencies have yet to take 
such steps. 

At FAA, we found that senior management is not yet formally involved in 
reviewing environmental audit reports and following up on audit 
results-actions that demonstrate concretely and convincingly the 
importance management attaches to environmental compliance and 
performance. However, we were informed by FAA headquarters 
environmental offrcials that in February 1995 top management issued a 
policy statement (1) informing agency personnel of management’s 
commitment to full compliance with safety and environmental 
requirements and (2) setting an expectation for employees to support and 
participate in achieving a high level of environmental performance. We 
were also informed that management has issued a series of directives to all 
Regional Airway Facilities Division managers stating the importance of the 
environmental audit program and delineating the process to be followed. 
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At BLM, we found that the pilot environmental audit program was 
undertaken largely at the initiative of field environmental officials. BLM 
management has yet to issue a statement endorsing the program or urging 
personnel to support it. BLM senior managers also do not review 
environmental audit reports nor do they play a role in ensuring that audit 
findings are corrected. Furthermore, funding for the pilot program has 
been sporadic; funding for fiscal year 1994 was provided only at the end of 
the year, and headquarters has provided no funding as yet in fiscal year 
1995. 

Gaining strong management support for environmental auditing at BLM 
may be especially important to expanding the program to address the 
agency’s major environmental habilitiecthose created by private 
operations, such as oil and gas drilling and mining, on BLM lands. Field 
environmental officials at BLM suggest that, with stronger senior 
management support, the agency could do more to encourage 
environmental auditing among the users of BLM lands. BLM environmental 
officials suggest that the BLM order governing the use of public land for oil 
drilling and the BLM permits authorizing mining on public lands could be 
amended to encourage environmental auditing. As the agency builds its 
expertise in environmental auditing, BIN’S field environmental officials 
believe the agency could conduct outreach through professional 
organizations representing oil and gas or mining companies to encourage 
environmental auditing for operations conducted on BLM lands. 

Officials from EPA’S Office of Enforcement and Compliance Assurance 
(OECA) told us that, in view of BLM’S responsibility for the environmental 
practices of public land users under the Federal Land Policy and 
Management Act (FLPMA), they strongly believe that BLM should do more to 
encourage these land users to implement sound environmental practices, 
such as environmental auditing. Their position is consistent with our 
finding in 1991 that ITLPMA made BJ.A primarily responsible for protecting 
the environment on its lands, even on those lands used by private 
companies.6 

According to EPA’S 1993 survey of civilian federal agencies, senior 
managers in other agencies will need to demonstrate their support if 
environmental auditing is to develop further in the civilian sector. While 
managers in 10 civilian federal agencies were reported to have shown 
support for environmental compliance programs, managers in 8 other 

%iieml Resources: Increased Attention Being Given to Cyanide Opemtions (GAO/WED-91-145, 
June 20, 1991). 
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agencies were reported not to have done so. At meetings of the Civilian 
Federal Agency Task Force, members commented that top management’s 
commitment to environmental programs is not wel.l-estabIished and, as a 
result, the development of environmental programs is limited. Members of 
the task force also reported that the resources provided for environmental 
compliance programs are insufficient 

Understandably, the fiscal constraints facing federal agencies present a 
challenge to managers seeking to adequately fund environmental 
programs. Furthermore, the progress in implementing environmental 
programs in DOE and DOD is largely attributabIe to the level of resources 
the Congress has provided to respond to the huge environmental problems 
associated with these agencies’ activities. Nonetheless, many 
organizations have found that a judicious investment of resources in 
environmental. auditing can yield substantial benefits in terms of 
enhancing environmental compliance, reducing the costs of cleanups, and 
avoiding the costs of noncompliance. 

Civilian Federal 
Managers May Have 
Little Incentive to 
support 
Environmental 
Auditing 

While senior management’s support is essential to building a strong 
environmental audit program, civilian managers may have little incentive 
to support environmental auditing because, under the current EPA and 
state inspection strategy, many civilian agencies have little risk of being 
inspected. Moreover, federal managers may not give environmental 
auditing the priority that private sector managers do because federal 
agencies are subject to limited enforcement authorities under most state 
and federal environmental laws. 

Few Civilian Agencies 
Have Been Targeted for 
Inspections 

According to agency environmental officials we interviewed, one factor 
explaining management’s historically weak support for environmental 
auditing is that federal and state regulators have, at least until recently, 
devoted relatively little attention to the compliance status of most civilian 
federal agencies. FAA and BLM environmental personnel we spoke with told 
us that, to the best of their knowledge, agency facilities with which they 
are familiar have never been inspected by EPA or state regulators. 
Consequently, they said, many top agency managers have seen little reason 
to use scarce resources to perform environmental audits aimed at gauging 
and ensuring compliance. These officials added that if EPA is serious about 
fostering environmental auditing among civilian federal agencies, it must 
ensure that these agencies’ facilities receive some measure of attention 
from federal and state regulatory inspectors. 
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While EPA'S 1986 policy on environmental auditing states that “a credible 
enforcement program provides a strong incentive for regulated entities to 
audit,” the agency’s inspection data suggest that EPA and the states have 
historically devoted little enforcement attention to many civilian agencies. 
Understandably, in view of the extensive environmental liabilities resulting 
from DOE'S and DOD'S operations, EPA and the states have historically 
devoted most of their resources for inspecting federal agencies to these 
two agencies’ facilities. However, the inspections conducted at civilian 
federal agencies have been concentrated on a few agencies’ facilities while 
other civilian federal agencies with signifkant liabilities have received 
few, if any, inspections. 

Recent inspection data suggest that federal and state regulators may be 
starting to pay more attention to the compliance status of civilian federal 
agencies. In fiscal year 1994, according to data supplied by EPA, a total of 
280 inspections were conducted at civilian federal agencies’ facilities. 
According to the data, FAA'S facilities received 15 inspections-3 by EPA 
and 12 by state regulators under the RCRA, National Pollutant Discharge 
Elimination System (NPDES), and Toxic Substances Control Act of 1976 
('MA) programs. While the data do not indicate how many, if any, 
inspections were made at BLM'S facilities, 49 inspections-16 by EPA and 33 
by state authorities-were made at DOI's facilities under the RCXA, NPDES, 
and TXA programs. After DOI, the Department of Veterans Affairs and the 
Department of Justice (Bureaus of Customs and Prisons) received the 
largest number of inspections: 43 and 29, respectively. 

Officials from EPA headquarters’ Office of Enforcement and Compliance 
Assurance (OECA) told us that they have been concerned for years about 
the scant enforcement attention paid to many civilian agencies. The 
Director of Pkmning, Prevention and Compliance in OECA'S Federal 
Facilities Enforcement Office acknowledged that although EPA has 
inspected some of the more “visible” civilian facilities, it has not attempted 
to methodically inspect the civilian sector to ensure that each agency 
receives at least a measure of regulatory attention. According to the 
Director, the regions’ autonomy and the agency’s heavy delegation of 
authority to state programs make it difficult to implement such a strategy. 

State and Federal 
Enforcement Authorities 
Are Lim ited 

Historically, limitations on the enforcement authorities available for state 
and federal regulators to use against federal agencies that violate 
environmental laws have discouraged the allocation of scarce inspection 
resources to these facilities. These same limitations may also have 
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discouraged federal managers from employing tools, such as 
environmental auditing, to ensure compliance. 

Limitations on the ability of EPA and state regulators to enforce 
environmental statutes against federal agencies stem from two primary 
sources. The first is the legal doctrine of sovereign immunity, under which 
the United States is immune from suit by states or private parties unless 
the Congress has waived this immunity in clear and unambiguous terms. 
The second is the Department of Justice’s (D0.J) position in prior 
administrations that legal disputes between executive branch agencies, 
whose heads serve at the pleasure of the President, are properly resolved 
by the President rather than by the courts. 

Because of court decisions upholding the sovereign immunity of federal 
agencies under RCRA and DOJ’S past opposition to EPA'S exercise of 
unilateral order authority against federal agencies violating environmental 
laws, the range of enforcement options available against these agencies 
has been significantly circumscribed. Hence, regulators have had to rely 
primarily on cumbersome, time-consuming, and often ineffective 
negotiation procedures aimed at achieving mutually acceptable 
memorandums of understanding and compliance agreements to be policed 
within the executive branch. 

Dissatisfaction with this state of affairs and the disparity that it 
engendered in compliance between the public and the private sectors led 
the Congress in September 1992 to enact the Federal Facility Compliance 
Act (FTCA). This act explicitly waived the sovereign immunity of federal 
agencies with respect to violations of RCXA and allowed state and federal 
agencies to use the full range of enforcement remedies, including civil 
fines and penalties for past violations, against noncomplying federal 
agencies. F’FCA reflected the Congress’s deep frustr&on with agencies’ 
slow progress in dealing with hazardous waste violations at DOE and DOD 
facilities. The act was designed to eiiminate what was perceived as a 
double standard in the enforcement of environmental laws under which 
the private sector and state and local governments were forced to comply 
but federal facilities were not. One of the key congressional backers of the 
legislation noted that ‘[wlithout state enforcement under a waiver of 
sovereign immunity, there is no one to assure compliance. The result is 
that the federal government can and does act as if it is above the law.” 

FFCA, however, applies only to violations of RCRA, not of other federal 
environmental statutes. Thus, the same impediments that constrained EPA 
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and the states in enforcing RCRA may inhibit regulators from enforcing 
other environmental laws against federal agencies. 

The current administration is on record as supporting changes to the 
Clean Water Act and the Safe Drinking Water Act sir&u to those made to 
RCRA in 19% by FFCA. A 1993 administration position paper cites a 1988 GAO 
report’s” findings as justification for waiving the sovereign immunity of 
federal agencies under these acts and granting EPA the same administr&ve 
enforcement authority at federal facilities for these laws as it now has for 
RCRA. The position paper notes our 1988 report’s findings that federal 
facilities consistently demonstrated higher rates of significant 
noncompliance with the Clean Water Act’s requirements than private 
industrial facilities and that taking enforcement action against 
noncompliant federal facilities increased the priority being given to 
environmenta.l compliance and corrective actions. However, as we 
reported, such enforcement action was relatively rare. EPA regional 
officials said that they did not take enforcement action in authorized states 
where the state did not act because the limited enforcement tools 
available to EPA at federal facilities impeded the timely and effective 
resolution of enforcement actions. Our report also noted that EPA regional 
officials were reluctant to use negotiated compliance agreements at 
federal facilities. 

Testifying before the Congress in July 1993 on the Clean Water Act’s 
reauthorization, EPA’S Assistant Administrator for Enforcement stated that 
the agency agreed with the principle that the act should be amended to 
prospectively waive the United States’ sovereign immunity from penalties 
for all violations of the act and also that federal facilities should be subject 
to the same administrative compliance orders and penalties as nonfederal 
parties. The Congress, however, did not reauthorize the statutes and, 
hence, took no action on the administration’s proposals. 

Agencies Lack the Besides having weak incentives to undertake environmental auditing, 

Expertise to Conduct 
many civilian federal agencies lack the technical expertise necessary to 
develop and implement environmental audit programs. According to EPA’S 

Environmental Audits swvey of the Civilian Federal Agency Task Force, environmental training 
and experience are limited in many civilian-agencies. In addition, many 
civilian environmental officials indicated a strong need for EPA’S kchnicd 
assistance on environmental auditing. Our work confirms the need for 

sWater Pollution: Stronger Enforcement Needed to Improve Compliance at Federal Facilities 
(GAO/RCED89-13, Dec. 27, 1988). 
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technical assistance at BLM and FAA. opportunities exist, however, for EPA 

to deliver the necessary technical assistance at low cost through 
cooperative efforts with agencies that have already developed 
environmental audit training programs and have demonstrated a 
willingness to share them with other agencies. 

Agencies Need EPAs 
Technical Assistance 

According to EPA's survey of civilian federal agencies, 80 percent of these 
agencies have no formal environmental training programs. The survey 
indicated a strong need for technical assistance from EPA to improve 
agencies’ environmental compliance programs, in general, and to 
implement environmental auditing, in particular. Of the 21 agencies 
responding to the survey, 15 indicated that the need for technical 
assistance from EPA in developing an environmental audit program was 
critical, very important, or important. 

Our findings at BLM and FAA con&m the need for technical assistance at 
these agencies. At BLM, few staff have an environmental background and 
environmental training is limited to a course on managing hazardous 
materials. Similarly, a limited number of FAA staff have environmental 

expertise. The agency has developed and offered a few environmental 
courses (e.g. on asbestos, hazardous materials, the National 
Environmental Policy Act, and due diligence audits) in addition to 
providing locally arranged and conducted training for staff. However, 
training needs exceed available training resources. Several FAA regional 

environmental officials expressed a desire for EPA to help them build the 
agency’s environmental compliance programs. The environmental 
manager of the FM Technical Center told us that if EPA wants to foster 
environmental auditing in federal agencies, it must address the need to 
build environmental expertise, A  BLM field environmental official echoed 
this view, stating that EPA should do more to explain to top agency officials 
why their agencies need to do environmental auditing, help agencies set 

up audit programs, and train agency employees to conduct audits. 

EPA Can Leverage Its 
Technical Assistance by 
Enlisting the Help of 
Experienced Agencies 

In its 1986 policy statement encouraging federal agencies to develop 
environmental audit programs, EPA stated that “to the extent feasible, [it 
would] provide technical assistance to help Federal agencies design and 
initiate audit programs.” In the late 1980s EPA took steps toward meetig 
this commitment. For example, in 1988 EPA sponsored a nationwide 
Environmental Auditing Conference for federal agencies, and in 1989 it 
issued guidelines to assist federal agencies in establishing environmental 
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audit programs. Also in 1989, EPA issued a generic environmental audit 
protocol for use by federal agencies, 

Nonetheless, EPA officials acknowledge that, until recently, the agency’s 
technical assistance efforts were not very effective for agencies that, like 
many civilian federal agencies, have limited environmental expertise. In 
late 1994, EPA proposed a strategy aimed specifically at improving 
environmental compliance programs at civilian federal agencies. EPA'S 
strategy includes (1) commissioning the design of an environmental audit 
protocol and program guidelines tailored to the needs of civilian agencies 
and (2) arranging a conference and training session for early 1995 focusing 
on the environmental auditing needs of these agencies. 

EPA’S recent technical assistance initiatives are encouraging. However, our 
review indicates that civilian federal agencies will require more sustained 
and regular training and outreach to acquire the enhanced environmental 
expertise that they need. In providing this assistance, EPA could draw upon 
the expertise of agencies that have mature environmental audit programs 
and have demonstrated a willingness to share their expertise with others. 
For example, in 1993, DOE offered training to civilian officials on the role of 
environmental auditing in maintaining effective environmental 
management systems. This example suggests the potential for EPA to 
arrange cooperative efforts that could extend the environmental expertise 
existing in some parts of the federal sector to the civilian federal agencies. 

Another concern about EPA’S technical assistance is that it does little to 
convince senior civilian managers of the value of environmental auditing. 
In particular, it does not show them how environmental auditing can help 
them ensure compliance with environmental laws and avoid costly 
cleanups. EPA’S efforts to foster environmental auditkrg through building 
the audit expertise of midlevel environmental officials will not be 
particularly effective until senior managers at-e convinced of the benefits 
of environmental auditing. To address this need, EPA will need to reach out 
directly to the senior managers of civilian agencies. 

Training senior managers is another area where EPA could draw on the 
expertise of agencies that have experience with environmental auditing. 
For example, the Air Force has developed a course for senior officers on 
their environmental responsibilities and on the benefits of the Air Force’s 
environmental audit program (ECAMP). The gist of the course and of the 
accompanying Commander’s Guide is captured in the following statement: 
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“The effectiveness of any program is determined largely by the level of support it receives 
from those in authority. As Commander, you are responsible for most of what happens on 
your in&al&ion-induding anything that damages our environment. ECAMPS facilitate 
environmental compliance, which in turn, reduces the risk of legal actions.” 

Air Force environmental officials told us that the course has been 
instrumental in gaining Air Force managers’ support for ECAMP. In view of 
recent demonstrtions by the Air Force that it is willing to share its 
environmental expertise, LX cooperative effort between EPA and the Air 
Force might well be arranged to make similar training available to senior 
managers in civilian agencies. 

EPA Policies and EPA policies and practices on using audit reports for enforcement purposes 

Practices Discourage 
create additional disincentives to environmental auditing. Both private and 
public officials agreed that environmenta.l auditing is encouraged by 

Environmental inspections and discouraged by requests from regulators for audit reports, 

Auditing especially when the penalties for violtions discovered through audits are 
not reduced. 

EPA Is Inconsistent in Because environmental audit reports are designed to identify compliance 
Implementing Its Policy on problems, regulators may be motivated to request audit results in the 
Requesting Audit Reports course of their enforcement work EPA acknowledged in its 1986 policy 

statement on environmental auditing, however, that regulators’ requests 
for audit reports could discourage the practice of auditing. Consequently, 
EPA stated that it would not “routinely request” audit reports but would do 
so only on a case-by-case basis when the audit information was deemed 
necessary to accomplish a “statutory mission” or the information was 
material to a criminal investigation. EPA stated that it expected such 
requests to be “limited.” For federal facilities, EPA stated that its policy on 
requests for audit reports would be the same as for other regulated 
entities. EPA informed federal agencies, however, that Freedom of 
Information Act (FIXA) provisions would apply to environmental audit 
reports prepared by them, implying that the agencies might have difficulty 
preserving the confidentialily of their audit reports. 

The private sector has been concerned about EPA’S policy on access to 
environmental audits for many years. In July 1994, EPA offered an 
opportunity for private sector organizations to present their views on the 
policy and related matters. At a well-attended public meeting, numerous 
company environmentai officials testified that the current EPA policy 
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constitutes a strong disincentive to auditing. The officials stated that 
because EPA’S policy fails to adequately protect audit reports from access 
by regulators, the policy has produced a “chilling effect” that has impeded 
the audit efforts of many companies and has discouraged other companies 
from undertaking environmental auditing at all. 

While private organizations suggest that EPA should provide stronger 
assurance that it will not request audit reports, such assurance may not be 
feasible in the federal government where audit reports are subject to 
public disclosure under FOIA. However, federal environmental officials stSl 
believe a major disincentive to auditing is presented if EPA does not adhere 
to its stated policy of requesting audit reports only in limited and 
specifically defined situations. 

Our past and current work demonstrates that concern about EPA’s 
requesting audit reports has discouraged federal agencies from conducting 
environmental audits. A  May 1986 GAO report on the slow progress of 
civilian federal agencies in complying with regulatory requirements for 
managing hazardous wastes discussed environmental auditing as a means 
of improving federal agencies’ compliance.7 The report noted that 
environmental auditing was in limited use among federal agencies and 
indicated that a key barrier to the establishment of effective environmental 
audit programs was that federal agencies were concerned about EPA’S 
requesting audit reports. 

More recently, Air Force officials told us that EPA has created disincentives 
to environmental auditing by not adhering to its policy of making only 
“limited” requests for audit reports. II-I 1993, an EPA region sent a letter to 
all Air Force install&ions in the region requesting “access to copies of 
recent (within the last two years) environmental. . . assessments 
conducted by your higher headquarters or by your own staff.” While the 
Air Force was ultimately able to deny EPA access to the reports, command 
officials told us that if WA wants to encourage environmenti auditing, it 
must closely adhere to a policy of asking for audit reports only under 
exceptional circumstances. According to these officials, staff will not be 
candid about environmental compliance if they suspect that audit reports 
may end up in the hands of regulators. Headquarters Air Force officials 
agreed that the most important thing EPA can do to encourage 
environmental auditing is to refixin from requesting audit reports. 

7Hazadous Waste: Federal Civil Agencies Slow to Comply With Fkguhtoty Requirements 
IS 
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EPA!s Policy Gives Lim ited Although its 1986 policy statement offers some assurance that it will 
Assurance of Reward for refrain from routinely requesting audit reports, EPA offers little assurance 
F’inding and Reporting that penalties for violations discovered through environmental audits will 

Violations be reduced. To the contrary, EPA’S audit policy states that entities are 
obligated to disclose violations discovered through audits if the violations 
are otherwise reportable under environmental statutes. The policy also 
encourages regulated entities to report other violations, even if they are 
not legally required to do so. 

In return for being forthcoming about any violations discovered through 
environmental audits, EPA'S audit policy promises regulated entities, both 
private and federal, only that, in dete rmining its enforcement response to 
violations, the agency ?nay exercise its discretion* to “take into account” a 
facility’s audit efforts. The policy notes that such consideration wiIl be 
provided only ‘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.” The policy adds that when federal 
agencies report violations, “even when not specifically required to do so,* 
EPA will review the audit findings and could be expected to impose 
consent agreements, 

Speakers at EPA'S July 1994 public meeting made it clear that private sector 
environmental officials are very concerned about EPA’S policy on 
responding to self-disclosed audit 6ndings. Corporate officials described 
instances in which companies had themselves detected and reported 
violations, only to receive stiff fines from EPA and state regulators. An 
officer of the Environmental Auditing Roundtable, the largest professional 
environmental auditors’ organization, stated that EPA'S current policy 
offers little assurance that a proactive company that audits itself and 
reports a violation will be penalized with any less severity than a company 
that ignores or hides its violations until they are uncovered by regulator 
inspectors. Several officials recommended that EPA revise its policy to 
reward the selfdetection and disclosure of violations with explicit 
assurance that penalties wiIl be mitigated or waived. 

Federal environmental officials, similarly, believe that EPA'S statements on 
the treatment of voluntarity discovered and reported audit findings lack 
assurance of mitigation and present a disincentive to environmental 
auditing. Our May 1986 report stated that a key factor impeding the 
initiation of environmental audit programs in federal agencies was 
concern about how EPA might use the audit results. Our recent work 
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conGrms that federal environmental officials continue to believe that EPA’S 
policy on the treatment of audit results discourages environmental 
auditing. Air Force headquarters and Command officials told us that if EPA 
wishes to encourage environmental auditing, it must provide clear 
assurance that violations identified through environmental auditing will 
receive some measure of regulatory relief-as long as the regulated entity 
is actively correcting the problems. 

DOE officials also told us that EPA’S enforcement response to audit reports 
serves as a disincentive to environmental auditing. According to DOE 
headquarters officials, both EPA regions and state regulators have used 
information generated by environmental audits to initiate enforcement 
actions against DOE. While the DOE headquarters officials stated that such 
use of audit reports does not help to encourage environmental auditing, 
they said that they have come to regard such actions simply as the price of 
being a public organization. The environmental audit manager at a mdor 
DOE facility we visited was less philosophical, however, stating that yang is 
too quick to fine organizations for noncompliance, even when they report 
violations themselves and are taking steps to correct the problems.” 

Agencies that are just initiating an environmental audit program or are 
considering doing so may experience the strongest “chilling effect” from 
the prospect of having audit results used against them. For example, in 
commenting on the proposed pilot environmental audits at BLM, a 
headquarters environmental official warned that “the pilot audit. . . report 
can be used for enforcement purposes by federal or state environmental 
agencies.” The BLM environmental audit coordinator told us that concern 
about what EPA might do with audit results has in fact discouraged BLM 
management from supporting environmental auditing. 

Since mid-1994, EPA has been formally gathering information to serve as a 
basis for evaluating the possible need for changes in its policy on 
environmental auditing. EPA officials involved in this effort told us that 
they recognize there may be a need to integrate the 1986 audit policy more 
clearly and fully into the agency’s overall regulatory scheme, 
including-possibly-the need to forge a more explicit link between the 
agency’s audit policy and program penalty policies. Consequently, these 
officials told us, they are considering a wide range of policy options, 
including the option of providing clearer assurance that the penalties for 
self-discovered and self-reported violations will be reduced when certain 
criteria are met. 
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Although EPA officials caution that they are not yet committed to any 
specific policy changes, the agency’s decision to reevaluate its auditing 
and related policies is encouraging. As the private and public sector audit 
communities have noted, EPA policies that call for the voluntary disclosure 
of self-detected violations yet provide only vague assurances of regulatory 
flexibility in return serve to discourage rather than encourage 
environmental auditing. EPA has acknowledged that environmental 
auditing contributes to its goal of getting regulated entities to comply with 
environmental laws. It has further acknowledged that its own resources 
for enforcing compliance are quite limited. This combination of factors 
may serve to convince the agency that reducing disincentives to 
environmental auditing would be an effective and efficient means of 
advancing its compliance objectives. 

Conclusions Our review identified a number of obstacles and disincentives to the 
further development of environmental auditing in the civilian federal 
sector. While the environmental audit community reports that strong and 
explicit management support is essential to the success of environmental 
auditing, senior managers in some civilian agencies still need to be 
convinced that environmental auditing deserves their support. However, 
civilian agency managers may see little need to use environmental auditing 
to ensure compliance because, historically, many agencies have had scant 
risk of having their facilities inspected. Further development of 
environmental auditing in the civilian sector is also impeded by a 
widespread lack of the necessary environmental expertise. These 
obstacles are compounded by EPA policies that encourage entities to 
disclose audit findings-and potential violations-but offer little 
assurance that self-disclosure will be rewarded by reductions in penalties. 

We believe that changes to EPA and state regulatory programs and policies 
could go a long way toward removing these obstacles and disincentives. In 
particular, EPA and state inspection strategies need to be refocused so that 
civilian federal agencies having substantial environmental liabilities 
receive at least a minimal level of inspection attention--enough to 
encourage appropriate emphasis on achieving environmental compliance. 
Furthermore, EPA will need to sponsor regular opportunities for sharing 
the energy and defense agencies’ expertise in environmental auditing with 
the civilian agencies and for training senior agency managers in the 
benefits of environmental auditing. Environmental auditing would also be 
encouraged by the more consistent application of EPA'S policy on limiting 
requests for audit reports and by the explicit linking of the agency’s 
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policies on environmental auditing and on penalties to provide clearer 
assurance of reward for the use of proactive environmental practices such 
as auditing. 

Recommendations agencies, we recommend that the Administrator, EPA, take the following 
aCtiOlU3 

l Augment EPA’S efforts to refocus federal and state inspection strategies to 
ensure that civilian federal agencies receive a measure of enforcement 
attention commensurate with the environmental risks posed by their 
operations. 

l Provide regular and sustained technical assistance on environmental 
auditing to civilian federal agencies (possibly through cooperative 
arrangements with other federal agencies), with particular emphasis on 
improving senior managers’ awareness and understanding of the benefits 
to be gained from environmental auditing. 

. Require EPA regional offices to adhere to the agency’s stated policy that the 
agency will not “routinely request” environmental audit reports but will 
confine such requests to the exceptional situations outlined in its 1986 
policy statement on environmental auditing. 

. Revise EPA’S environmental audit and related policies to encourage 
regulated entities to self-discover, report, and correct noncompliance by 
providing for the reduction of penalties for violations identified through 
environmental auditing, This consideration should be given only if the 
reporting entity meets EPA’s criteria of “taking reasonable precautions to 
avoid noncompliance, expeditiously correcting underlying environmental 
problems discovered through audits or other means, and implementing 
measures to prevent their recurrence.n 

Agency Comments EPA agreed generally with GAO’S recommendations on inspecting civilian 
federal agencies and on providing technical assistance to these agencies to 
promote the use of environmental auditing. However, EPA questioned 
whether GAO had (1) persuasively shown that EPA had departed 
significantly from its stated policy of not requesting copies of audit reports 
except under limited circumstances and (2) adequately demonstrated the 
need for EPA to revise its 1986 policy on environmental auditing to provide 
more explicit assurance that penalties would be mitigated for 
self-discovered and self-reported violations that were promptly corrected. 
While our work did not identify many instances when EPA had departed 
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from its stated policy on requesting audit reports or had used audit 
findings to penalize those who had voluntarily discovered, reported, and 
corrected cases of noncompliance, we were told by many parties-as was 
EPA during its July 27-28,1994, public meeting on environmental 
auditing-that the agency’s current policies and practices are widely 
perceived as discouraging the wider adoption of environmental auditing by 
the regulated community and as threatening to those who already use 
auditing as a tool to achieve and mzM.ain compliance. For these reasons, 
we continue to believe that the recommended actions are needed. 
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AT&T 
Browning-Ferris Industries 
CH2M Hill 
Duke Power Co. 
Eastman Kodak Co. 
E. I. DuPont de Nemours Co. 
Florida Power & Light Co. 
S. C. Johnson Wax 
Lockheed Missiles & Space Co. 
Meridian Oil Co. 
Millipore Corp. 
Olin Corp. 
Pennsylvania Power & Light Co. 
Polaroid Corp. 
Procter & Gamble Co. 
The Southern Company 
Union Carbide 
WMX Technologies Inc. 
Xerox Corp. 

Audit Organizations, 
Consultants, and 
Public Interest 
Groups 

Arthur D. Little, Inc. 
American National Standards Institute 
American Society for Testing and Materials 
Environmental Auditing Forum 
Environmental Auditing Roundtable 
Environmental Law Institute 
Executive Enterprises 
International Institute of Auditors 
International Standards Organization 
Institute for Environmental Auditing 
Institute of Internal Auditors 
NSF International 
Mineral Policy Center 

Trade Associations Chemical Manufacturers Association 
Global Environmental Management Initiative 
International Chamber of Commerce 
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U.S. Government U.S. Air Force 

Agencies and Related 
Bureau of Land Management (BLM) 

Department of Defense (DOD) 

Organizations Department of Energy (DOE) 

Department of the Interior (DOI) 

Department of Transportation (DOT) 

Environmental Protection Agency (EPA) 

Federal Aviation Administration (FAA) 

U.S. Sentencing Commission 
White House, Office on Environmental Policy 
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Department of Agriculture* 
Bureau of Prisons 
Central Intelligence Agency* 
United States Coast Guard* 
Department of Commerce* 
Economic Development Adminktration 
Environmental Protection Agency* 
Federal Aviation Administration* 
Food and Drug Administration 
General Services Administration* 
Indian Health Services 
Department of the Interior* 
Department of Justice* 
National Aeronautics and Space Administration* 
National Oceanic and Atmospheric AdmM&ation* 
National Security Agency* 
United States Postal Service* 
Tennessee Valley Authority 
Department of Transportation* 
Department of Treasury* 
Department of Veterans Affairs 

*Responded to EPA’s survey entitled Civilian Federal Agency Environmental Program Needs. Yhe 
following agencies within the Department of Agriculture also responded to the survey: Agricultural 
Marketing Service, Agricultural Research Service, Animal and Pfant Health Inspection Service, 
Federal Grain Inspection Service, Forest Service, and Soil Conservation Service. 
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Note: GAO comments 
supplementing those in the 
report text appear at the 
end of this appendix. 

UPITED STATES ENVIRONMENTAL PROTECTION AGENCY 
WASH~NGKM D.C. 20460 

OFFlcE OF 
NM!NIS1RA1lCN 
MIDREXWllCCS 

hWNAGEMENT 

Mr. Petet Guerrsro 
Director 
Environaental Protection Iaeues 
Resourcem, Community, and Economic 

Development Division 
U.S. General Accounting Office 
Washington, D.C. 20548 

Deter Mr. Cuerrero: 

The Environmental Protection Agency (EPA) appreciate8 the 
opportunity to ocmment on the General Accounting Office (GAO) 
draft report on the use of environmental audits by Federal 
agencies. . The mport is entitled - 

ul Tool T 
zz 

Enclosed are two dooumente that provide EPA comment6 for 
your cdnsideration pursuant to P.L. 96-226. In Enclosure 1, EPA 
provides ganeral comments with reference to the report*6 
recommendations and in Enclosure 3, we offer EPA18 position on 
8pecific issues. 

Thank you for this opportunity to comment on the report:. I 
hope that these comments are helpful and I look forward to 
receiving the final report. 

SincereJy, _ 

Cannon 
sistant Administrator and 
hief Financial Officer 

Enclosures 
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See comment 1. 

Now on p. 52. 

Enclosure 1 

ma conaats oa aaovs Draft Rspsrt, 

TO encourage tha practice of environmental auditing in 
civilian ?ederal agencies [CFAs), GAO t*CoSBWldS that th0 
Administrator, EPA, refocus EPA's insIm=tion strategies to ensure 
that CFAs receive a measure of l nforcomsnt commensurate with the 
environmental risks pared by their operations. 

EPA supports this reccame ndation and concurs with the 
related finding. However, we do have some differences with the 
nusbers of inspections used in the draft report, i.e., the 
statement that EPA and Statem conducted only 04 inspections of 
civilian facilities in FY 1994. An ISPA analysis of enforcesent 
data derived from the Federal Facilities Enforcement Offiae's 
(FFEO's) new Federal Facility Tracking System (FFTS) shows that 
in FY 1994, RPA and States performed a total of 278 inspections 
(59 EPA; 219 Statea) at CPA facilities and took 76 enforceht 
actions (11 EPA; 67 States) at 16 different agencies. 
information is considerably different from the draft report (page 
55). I have attached the latest FFTS data to prwide a more 
accurats asses6ment fot FY 1995. The report also stated that no 
inspections were conducted at Fsderal Aviation Administration 
(FAA) facilities, while in fact our FFFS data ahows that 15 
inspections took place at FAA facilities cwering the Resource 
Conservation and Recwery Act (RCRA), the Clean Water Act (CWA), 
and the Toxic Substances and Control Act (TWA). 

Written EPA guidance also has directed the Regions to 
specifically target CPA facilities for multi-media inspections as 
part of the FY 93f94 Federal Facilities Enforcement/Compliance 
Initiative. Of 72 multi-media inspections conducted under this 
initiative, 12 (16%) were at CPA facilities covering 6 different 
agenciea. while EPA can probably do more targeting of CPA’s in 
its compliance and enforcement programs, we think it is isportant 
for GAO to accurately and completely represent what has been done 
to date. 
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See comment 2. 

See comment 3. 

Now on pp. 57-58. 

P-e69 GAO/I1CED-SSS7En~n~entnl.An~~ 
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To encourage the practice of l nvirormmntel euditing in CFAB, 
GAO rmcaplende that the tiinietrator, EPA, providm regular and 
l uetainmd tmchnicel aeeietancm on mnviro=ntal auditing to CFAe 
(poeeibly through cooperative arrangmMnt8 with other Fmdmral 
agenciee) , with particular l rphaeie on improving l mnior unagmre’ 
avarmnmee and undmretanding of the benefit8 to be gainmd from 
mnvirotwontal auditing. 

EPA gmnmrelly agrees with the reoounndation end conoure 
with the rmport*e finding. l&mover, wm would likm to l upplmt 
the finding with IPore inforeation on PPECl'm late& technical 
aeeietance to promote anviromntel auditing. 

In wllrch 1995, EPA ie co-•poneoring (with the 
Department of Energy) II coeprehmneive I-day 
mnvironmmntel audit training confermncm for Fmderel 
agenciee. 

Over the past six nonthe, EPA her chaired en 
interagency Workgroup rmeponeibls for revising and 
updating a coepleta Bet of multi-mdia mnvironrurtel 
audit protocols for FOderAl facilitiee. In addition, 
EPA ie updating the wCmironemntal Audit Program Deeign 
Guidelinme for Federal Agmncieew originally ieeued by 
EPA in 1969. 

To encourage the practice of l nvfronemntal auditing in CFAe, 
GAO reweeende that the Adrinia;trator, ISPA, require RPA Rmgionel 
office8 to adherm to the Agency*8 q tatmd policy that it will not 
"routinely rmgueet" environeental audit rmporte, but vi11 confine 
l uch rmgueete to the exceptionel l ituetione outlinmd in it8 1966 
environmntal audit policy etat4aent. 

With rmBpct to GAO'8 recomdation that EPA *rmguirmm 
R&one to adhere to mxieting policy on rmguaete for audit 
repoL"tm, we beliew6 that there i# value in rmitmrating thie 
policy on a pmriodic beeie to Regional enforcment pereonnel. 
XOWmVmr, the report'8 dlecueeion on thie issue (pages 61-64) 
eemme to ieply that EPA*e regueete for audit fnformetion arm 
rather widespread. There ie no evidence that wm havm bmen eble 
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See comment 4. 

Nowonpp. 51-61. 

See comment 5. 

3 

to diecovmr to suppark l UCh a claix. Wm gueetion the accuracy of 
GAO’s l tatuante regarding EPA regueete far audit reports. We 
also havm bmmn unablm to aubetantiatm the rmfermnce thm rvport 
maker to an EPA rmgueet for Air Force audit reports in 1993. 

This issue is among thoem being examinmd by EPA in tha 
workgroup that is reeeeeeeing exieting audit policy as diecueemd 
bmloW* 

To l ncourege the gracticm of l nvironmmntal auditing in CFAB, 
GAO rmo-nda that the Administrator, EPA, revise EPA*8 
l nvironmmntal audit and enforcement policies to encourage 
rmgulated l ntitiee to self-dieaover, report, and correct 
noncompliance by providing for reduction of penalties for 
violatione identifimd through mnvironeental auditing. This 
consideration should be given only if the reporting entity nets 
EPA’s criterie ot "taking reeeonablm precautione to avoid 
nonco@iancm, axpeditioue1y corrmcting underlying l nvironwntal 
problrre diecovermd through audits or other Bmane, and 
iqlwmnting naeurme to prmvent thmir recurrencew. 

Over the past six eonthe, the Officm of Enforceeent end 
Corpliancm &eeurance (OECA) has bmmn rraeeeeeing existing EPA 
l nvironnntal auditing policy to eee if new incentivme are nmmdmd 
to l ncouragm l nvirormmntal auditing, voluntary diecloeurm and 
prompt corrmction of violatione uncovermd in l nvironaental 
audits. As mentioned in the report, EPA sponsored an apen 
meeting on auditing in July, end an Agmncy auditing workgroup has 
been forxad and has wt nuwwoue tieme. 

EPA will continum to work with key etakeholdere in emdler 
eeeeione. We havm involvmd: industry; tradm groups; thm States 
(including thoee with audit privilmge end penalty protection 
laws); Statm attornmye genmral, district attorneys gmneral and 
district attorneys; other Federal aqenciear and l nvironmmntal 
groups. A full range of policy options is under consideration, 
including the typme of incmntivee identifimd in thr draft G&O 
report. EPA l xpmcte to complete its rmaeeeearsnt of the auditing 
policy by spring 1995. 

In ret onending that EPA rmviee its policime to l ncouragm 
emlf-diecloeure of violation uncovered during audits, GAO iepliae 
that none of EPAre current enforcement policiee curcourage 
voluntary and prompt self-disclosure of violations through 
reduction of penalties. This is inaccurate. In fact, most of 
EPA’s enforcement policime (approximately 35 penalty policiee, 
rnforcublnt rerporwe pollaier, and other policira dealing witI8 
penalty calculation) provide mitigation of the gravity component 
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Now on pp. 59-61. 

Now on p. 59. 

See comment 6. 

Now on p. 59. 
See comment 7. 

4 

of a penalty for voluntary and proa@ ulf-diacloaura of an 
anviro~tal violation. under aom policies, the mitigation can 
k mubatantial. Por l xaapla, under the RCRA Penalty Policy, 
ragulated antltiaa may recmive up to lo* gravity mitigation for 
good faith effort8 to cmply such a proapt aslf-dlmclomure or 
prompt corrution. under TSCA, Section 5 Bnforcaaent Rasponma 
Policy, gravity mitigation uay be up to 65% wherm the entity 
ask08 lmmadlat~ voluntary diacloaure (within 30 daya of the 
dimcovary) and takaa all mtapa reasonably expected or reguaeted 
by BPA to ritigata the violation. Since aconoaic benefit ia not 
part of a TSC!8 penalty calculation, the penalty adjustsant could 
be quits significant. In addition, undar the PCB Spill Reaponae 
Polioy, there ia a preauaptlon of no l nforceaent for those 
l ntitiu which coaply with provisions in that policy. 

In riailar famhion, pagu 64-67 contain inaccurate 
mtateaenta regarding tPA*m enforcesent and penalty policies. ?or 
l mmmple, on page 64, the report l tatem that *none of EPA*8 
penalty polioha afford rmgulatad antitiea any seasure of penalty 
rmduction in return for self-dimcovering and relf-reporting 
violationa.* hm l xplained abovm, this and other statenenta are 
in l rror. 

In addition, the GAO draft report doem not recogniaa the 
proainent role that other Federal policies, other than BPA*a 1986 
Bnvironaental Auditing Statesent, play in providing incentive8 
for anvironaental melf-evaluation. Suoh policies include the 
Dapartaent of Jumtioe 1991 guidance ontitled Vactora in 
Dmcimion8 on Criminal Proaecutiona for Bnvironasntal Violationm 
in the Context of Significant Voluntary Compliance of Disclosure 
Lfforta by the Violator,* EPA’8 1994 guidance entitled Vhe 
Cxaraiaa of [Criainal] Investigative Discration," and tba U.S. 
Santancing Commiruion~a "Final Draft Bnvironaental Sentencing 
Guide1 inu . m  

On page8 62-67, the report refera to etataaenta made by 
indumtry at tha public aaeting on auditing held on July 27-28, 
1994, in Waabington, D.C. Bany of thame l tatemnta were diaputul 
at the aaeting by Stats offlcialu urd other groupm. For examplr, 
the report l tataa, "Corporate officialm demcrlbed Instances in 
wbicb wniam had self-detected and melf-reported violationa, 
only to rmc8iv8 atiff finem from EPA and state regulators.* 
Although luny much rtataaentm were dimputed, there was much 
uonatructiva diacuamion, and one should refer to the transcript 
and over 60 o-ntm available in the environaantal auditing 
policy dock&. 
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See comment 8. 

Nowon p.24. 

Encloaurm 2 

RPA recoaaends #at GAO develop racoaaendations that include 
actions to be taken by CPA eenior ranagament, concurrent vith EPA 
actiona. In the draft report, all recoaaandationa are diracted 
to BPA. !fhe rmport indicate8 that EPA la nainly reaponaible for 
the obmtaclem end diaincentivaa involved vith environamntal 
auditing l ctivity. Rhile EPA is reaponaible am regulator, 
enforoer and technical advisor for Federal agencies, the 
President, in Executive Order 12088, designated thm head of each 
agency am rmaponaible for that agency*8 coupliance vith 
applicable mnvironaantal lava. Throughout the report, references 
are rude regarding thm valua of ranagement support end 
l ocountability in relation to the organirationar l nvironaental 
perfornnnce, but those observations in the report arm not 
followed by recommendations to the agencies* senior manaqeaent to 
addrua these naeda. The following examples exhibit theme 
concemm: 

On page 19 under Management Commitrent, the report 
states: n Ph4 prime determinant of an effective 
environamntal audit prograa is a strong coaaitmnt by 
aanageamnt to comply vith l nvironaental requireaenta.~ 
GAO does not lake the link between its l tudy of 
knchmark participantr (who have strong auditing 
programa) and EPA l nforcmt action8 that drove the 
developaent of this nanagemnt oommitaent far strong 
auditing prograaet end GAO ignorer other drivera. 
Other drivers include thm potmntial for third party 
lwsuita or legal complainta resulting from off-8itm 
releaua, product image and public relations, and 
reaponaibility to other l takeholder groups 
(anvironmental activist groups, citizen groups). 

The rucmnt developuant of environaental ethic 
mtatanntr by industry trada groups (e.g., Cheaioal 
Nanufacturing Aeaociation*a (CMA) aResponsible Cart 
FToQraa," the Global Environaental Xanagement Institute 
(GEMI) and environmental standard l atting 
organitationa, much am the International Organization 
of Standard8 (ISO) and National Sanitation Foundation 
(NW 1, are baaed not only on tha iapact of regulatory 
anforceaent, but also on the concept of developing an 
organirational environumntal ethic to deunonetrate 
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Now on p. 36. 

See comment 9. 

Now on p. 27. 

2 

l t8ward8hip for the 8nvirom8nt. These other 
8otivationa for davaloping unagmnt cowihmnt 8hould 
not k ipnormd, and r-ire tha orqaniratian to adnit a 
rsaponsibility not only to regulatory snforcsssnt 
agencies, but alw to othar stakeholder groups a8 wmll. 

On paga 34, ths rspoxt stats8 that Congr8s8lon8l 
committeam in both the~Rou8a of Repraaentativu and the 
Ssnato hold hearings on the snvironssntal psrforsancs 
oi a major bureau of the Dapartwnt of tha Interior 

w.w l Russ ccmsittass also focussd on condition8 
raportmd in a 1992 rsport, iuusd by the National 
Academy of Sci-, q Hata+douS Ratsrials on public 
Lsnds,s and on an indapandsnt invm8tigation by DOI*s 
Qffica of Inspsctor Gsnaral. The committu~ (and the 
other reportsssntionsd above) focuud on the nud for 
WI to takm ama8ure8, such as environssntal auditing, 
to avoid further contasination. 

In particular, I auggaat that the report rsconsnd that th* 
CF.&s davalop snvironssntal sanagsnnt standards. Thsu standards 
should includs snvironmantal conitssnt, organirational 
8tNCtuXW, l nvironwntal program dwelopmnt. progree 
implsmsntation, adoquatm intarnal and sxtamal cowunicationm, 
program l valuation and rsporting. Uhila ths report cites such 
guslitiss aa important ingredianta to the dsvslopwnt of an audit 
prQgru, the report almo nsads to rscossend steps to include 
tha*. at4nd8rd8 atcFA8. 

Establishing environmntal a@it programs without first 
sstablishing snvironssntal Ganagsssnt standards (i.e., 
snvironuantal cossitsant; ensuring adequate resourC88, stc.) 
rslsgatss audit programs to a raactive made whara th8 
orqanisation is continually nacting to the r8psrcusaion8 of 
nonaompliancs and othmr aspacts of liability, and not ths root 
CIUHS. This results in liability avoidanca and not liability 
r*sOlution. This is prsciaaly the value of tha point lads on 
pago 23 (last paragraph) of the draft raport: %cpmrta 
agreed. - . auditing is but on8 part OC a cosprshsnaiva 
l nvironssntal nanagsusnt 8y8tss....n 

!fhe issue discusssd above is l strsssly important in light of 
the rsosnt work underway both nationally and internationally in 
dsveloping voluntary snvironssntal nanagsssnt standards. Mu3 by 
businum groups (e.g., CM, GEMI) and other organizations (ISO 
and RSF), th* dmvmlopeant of thesa standards is bring drivan by a 
l enu of urguuzy in thm industry to achimve 8u8tainabls 
dwslopsant md prevent fmpairmmt of tha anvironunt. The 
Pedmral Facilities EnforceMnt Office ham initiatsd a similar set 
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See comment IO. 

Now on p. 2. 

See comment 11. 

Now on pp, 3-4. 

See comment 12. 

Appendix111 
CommentsFromtheEnvironmental 
ProtectionAgency 

of standards for Federal agencies by creating thm Federal Agency 
Code of Enviromurtal Eanagennt Principl88 reguir8d Under 
EXWutiVS order 12856 (SBCtiOn 405). Thm ab88nCe Of th8H 
l nviron8mntal uanaguent 8tandard8 is also a key reason behind 
the abunco of audit propran at CFAat there are no ColprehenSiVe 
envirormental marmgumt 8y*tn8/8tandard* in placa at tha88 
agencies. In response to @iXSCUtiVa Order 12156, EPA 18 in the 
Process Of dsvslopinq SUCh a Ut Of StOdUdS &S PUt Of thm 
Fedora1 Goverruant Bnvircm88ntal Challsnge Program, 8andated by 
section 4-405 of BxecutiV~ Grdar 12856. By 8ub8cribing to the88 
StWdUdS, called ths F8deral Code of mvitonrclnta1 Principla8, 
Fsdaral agencies can aako Stride8 toward ratabli8hing prograu 
n8edad to.achieve and rafntain a good l nviron8ental record. 

I also rscorasnd that GAO davrlop a rsfxm88ndation that 
Faderal 8gencies subscribe to a code of environuntal Mnagaent 
8tandarda to 8n8ur8 thr 8~cae8s of a 8u8tained and c08preh*n8iv* 
anvironsental audit program. The recommendation should cover 1) 
having the agurciss develop and i8plauent thorn0 standard8 and 2) 
Congruaional warsight, monitoring and reporting on aganciu' 
progre88 in 8nvironnntal performazwe (including environmental 
suditing). 

On another poirit, tha drafi: report dus not cite the 
importancr of pollution prevention (P2) audits. In its 
diSCUSSiOn, the rsport should not@ that PZ initiOtiVa8 avoid 
coapliancr problam8 by eliminating the regulated cbulc8ls or 
8ubstituting them for le88 haeardoua ones. 

lfy fiM1 COaWntS fOr your considmration r4fer t0 Specific 
pagu of tha draft report. 

A di8cussion 18 needed to enhance th8 fact that CO8pliOnce 
auditing 18 not a cookbook prow88 and that it rmquiraa 
prOf~8SiOIIal judgment and 8VOlUatiOn Of Site 8p8~ifiC 
condition8. This will l nhance ~eadera~ undrr8tandinq of the 
cwplexity of l nviron8ental auditing. In tha mama spirit, a 
Si8ilOr di8cussion in ths intrOdUCtiOn amoticm need8 to 
expr888 the point that an effective compliance auditing 
prOgras (a8 OppOSed tb audits at faCilitie8) takma tiw, 
8088ti8es year8, to dev8lop. The point is alluded to undar 
the section on the Fsdaral Aviation Administration (FM) and 
in th* conclu8ion section. 

This is a risleadlnq santsnce for the rea8on8 diacu8sd 
earlier. 
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Now on pp. 5-6. 

See comment 13. 

Now on p. 14. 

See comment 14. 

See comment 15. 

Now on p. 38. 

See comment 16. 

Now on pp, 50-52. 
See comment 17. 

Now on p. 52. 

See comment 18. 

4 

The rmport should umm recent Fmdoral Facility Tracking 
symtmm data to muppart thm points made regarding EPA 
in8pection frmqumncimm at CPA inmtallatfonm. The recent 
data ham more accurate totals than the data l rnt to thm 
Oeneral Servicmm Administration (OBA) during the initiation 
of the invmmtfgatian. The mamm conclusion, that fev CPA 
facilities are inmpeoted by EPh ragion8, is still v&lid when 
using thm mmt rawnt mat of data. (Sem attached.) 

Theme pagee should includa a discussion of the two guidance 
documentm developed in 1968 -- - 

al Fm and s 
g -- by EPA’s Officu of 
Federal Activitier am #pacific guidance to Federal agencies 

,ln irplmnting audit programs. 

11. . l w 79. last 

Tbm use of guotem from 'various officialmv and other mo~rcem 
without mupporting fact is of guemtionabls value in the 
report low arm theme findfngm or mtatoaantm verified? 

a- 37. l acond 
Thim paragraph state8 that the Burmmu of Land Management 
(HA) dorm not encourage mnvironmental auditing among the 
private ummrm of BLM lands. The report also state8 that 
thfm im tbr gremtm~t area of liability for BUI. EPA 
n uggemtm that the report include a recommmndation that BUi 
take step8 to enwuragr more environmental auditing among 
itn tenantm. 

Plmame be avarm tbat OPFE is now FFEO. 

56. s 

5nforomment and inspections are not only an EPA 
remponmibility, but are also the remponmibility of States 
who have delegatmd enforcement progress. Therefore, the 
report should also recommend that the Statem similarly 
increase enforcement attention to CTAm. In l upport of thim 
commant, the Bentence Quoting Mr. James Edvard of BPh should 
be corrected to read, vAccording to the Director, the 
RegAonm' autonomy and State prograna lake 
it Ulfiwlt to implement such a 6trategy.v 
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Now on p. 54. 

See comment 19. 

Now on pp. 51-61 

See comment 20. 

Now on p. 57. 

See comment 21. 

Now on p. 67. 

See comment 22. 

5 

I l aggmmt rmviminp this l entenoe to read: "The Congremm, 
hvvever, did not reauthoriee the 8tatutam.a This chanqm 
will provide for a more accurate mtatmmmnt. 

Nany mtatemmntm made tiarain are inaccurate for thm rmamonm 
dimcummmd l erlior. 

Tbim mmatmncm mtatmm that according to EPA's audit policy, 
Federal agency audit rmportm vould be aacemmible under the 
Frmmdom of Information Act (FOIA). Clarification of thi8 
l entenoe nadm to bm provided mo that nrdmrm vi11 
understand that thm EPA audit policy only m&vimmm Federal 
agencies that FQIA vi11 govern, without concluding whet 
romult the FODU rmpuirem. 

This l tatmrmunt is inaccuratm for the rmmmonm dimcummmd 
earlier. 
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The following are GAO’S comments on the Environmental Protection 
Agency’s (EPA) letter dated February 6, 1995. 

GAO’s Comments 1. We have revised our report, where appropriate, to reflect the 
information on kal year 1994 civilian federal agency inspections 
provided by EPA. 

2, We have revised our discussion of EPA’S technical assistance to include 
information provided by EPA on its recent and planned initiatives. The two 
initiatives EPA cites are, we believe, good examples of the kind of technical 
assistance to executive branch agencies that is called for in Executive 
Order 12088 and that will be needed to promote the wider adoption of 
environmental auditing and other proactive environmental management 
practices in the federal sector. Such assistance, we believe, can 
complement and reinforce other EPA actions we have recommended to 
increase agency managers’ attention to environmental compliance and 
good environmental performance. 

3. EPA is correct in staling that our draft report did not document a 
widespread pattern of requests for audit reports in either the public or the 
private sectors. Nevertheless, we were informed of several examples, 
including the example of the Air Force audit reports mentioned in the EPA 
comment. Moreover, we were told-as was EPA in the course of its 
July 1994 public meeting on environmental audit policy-that the agency 
is commonly perceived as not consistently adhering to its stated policy on 
requests for audit reports. This perception is reported to have diminished 
the willingness of both private companies and many civilian federal 
agencies that have not yet adopted environmentai auditing to do so-out 
of concern that audit reports could constitute the “smoking gun” that 
regulators would seize on to penalize them for noncompliance. To the 
extent that EPA is able to dispel such concerns by reaRinning its 1986 
policy on requests for audit reports, we believe such an action would 
encourage the use of environmental auditing by regulated entities. We 
have provided EPA officials with information that should enable the agency 
to verify the requests by an EPA regional office for the Air Force audit 
reports discussed in our report. 

4. We are aware of the agency’s policies that provide for mitigating the 
gravity component of a penalty in exchange for the voluntary and prompt 
self-disclosure of an environmental violation. Indeed, we and others have 
cited the often inconsistent interpretation and application of these policies 
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and penalty practices, which either lower their deterrent value or allow 
repeated violations to go unpenalized (see, for example, Penalties May Not 
Recover Economic Benefits (GAOmED-91-166, June 17, 1991). However, the 
issue that our report addresses is whether EPA needs to link its 1986 
environmental audit policy more explicitly with its program penalty 
policies. Our contacts during this review consistently pointed to the need 
for EPA to modify its 1986 policy to remove an often cited disincentive to 
the adoption of environmental auditing-the concern on the part of many 
regulated entities that they will be penalized for “doing the right thing” (i.e. 
that voluntarily conducting audits and voluntarily reporting audit fmdings 
will expose them to regulatory penalties with no explicit assurance of a 
reward for good behavior.) 

EPA officials involved in the ongoing reassessment of the agency’s 1986 
policy statement on environmental auditing acknowledged to us that the 
policy has never been sufficiently integrated with EPA'S numerous 
enforcement and penalty policies. Rather, they noted that the policy has, 
in a sense, stood in isolation, lacking explicit l inkage to the rest of the 
agency’s regulatory scheme. It is just such a linkage that we believe the 
agency needs to establish in order to encourage the broader use of 
environmental auditing as a tool for improving compliance and enhancing 
environmental performance. 

5. We have revised the wording of our report to avoid giving the 
impression that EPA has no policies permitting the mitigation of penalties 
in return for the voluntary disclosure and prompt correction of violations. 
As noted above, our point is that the agency’s environmental audit policy, 
as currently stated, provides little assurance that such actions will be met 
with a measure of regulatory relief. 

6. We chose not to discuss these policies for several reasons. F’irst, these 
policies concern criminal violations rather than the more common 
violations for which civil penalties would typically be imposed. Second, 
these policies do not provide explicit assurance that penalties will be 
reduced or waived in return for certain actions on the part of regulated 
entities. Specifically, they offer no reliable basis for a regulated entity to 
conclude that it would benefit from k&ing reasonable precautions to avoid 
noncompliance, expeditiously correcting underlying environmental 
problems discovered through audits, and implementing measures to 
prevent their recurrence. Instead, the Department of Justice’s 1991 
guidance and EPA'S 1994 guidance provide for prosecutor&l and 
investigative discretion. The U.S. Sentencing Commission’s Environmental 
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Sentencing Guidelines, as noted in EPA’S comments, are still in draft form. 
Important and useful as these policies may be for other purposes, our 
contacts with corporate and public agency officials indicate that none 
provides the kind of explicit assurance of regulatory relief needed to 
encourage the wider adoption of environmental auditing by the regulated 
community. 

7. EPA’S comments on statements made by industry representatives at the 
July 27-28,1994, public meeting on environmental auditing note that 
statements on audit privilege and/or penalty issues were disputed by many 
state officials and by groups that testified. EPA suggests that we review a 
transcript of the hearing to obtain a more balanced picture of the views 
expressed. However, we found from attending the 2day public meeting 
and reviewing the transcript of the meeting that most speakers clearly 
favored a change in the agency’s audit policy. Specifically, 47 out of 52 
commenters on the issue called for modifying the policy to provide greater 
assurance that penalties would be reduced or waived in return for 
voluntarily auditing, disclosing and promptly correcting violations. 

8. It is not our contention that EPA is solely or even primarily responsible 
for the obstacles and disincentives to environmental auditing discussed in 
our draft report. Rather, we believe that EPA is in the best position to 
devise solutions to the problems we discuss and to provide the leadership 
needed to improve environmental compliance and performance in the 
federal sector. EPA could provide outreach and assistance to federal 
agencies to increase their understanding of the benefits of proactive 
environmental management practices, such as environmental auditing, and 
it could provide incentives-as it has in the case of the benchmark 
agencies we examined-for senior agency managers to be concerned 
about their organizations’ environmental compliance status and overall 
environmental performance. 

EPA is correct in noting that Executive Order 12088, dated October 13, 
1978, designated the head of each agency as responsible for that agency’s 
compliance with applicable environmental laws. However, the executive 
order did not mandate environmental auditing as the mechanism for 
achieving compliance. In fact, the executive order provided no guidance at 
all on how federal agencies are to achieve and ensure compliance. Instead, 
it called upon the Administrator, EPA, to provide technical advice and 
assistance to executive branch agencies “to ensure their cost-effective and 
timely compliance with applicable pollution control standards.” Although 
EPA-B our report acknowledges-has helped to promote the 
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understanding and use of environmental auditing by the regulated 
community, the agency can, in our view, do more to promote the 
acceptance and use of this tool in the federal sector. 

9. We concur with EPA’s position that environmental management 
standards would provide a sound, uniform foundation on which federal 
agencies might construct comprehensive, proactive environmental 
programs tailored to their needs-programs that would include 
environmental auditing as an important component. Hence, we support 
EPA'S efforts to develop such standards as part of its Federal Government 
Environmental Challenge Program and find these efforts consistent with 
the leadership role that we believe EPA should play in promoting improved 
environmental performance on the part of federal agencies. At the same 
time, pending the development of a “Federal Code of Environmental 
Principles,” we believe that agencies can take a number of immediate 
steps to improve their environmental performance. As our report 
discusses, many private sector organizations and a few federal agencies, 
including DOE and DOD, have already realized substantial benefits-among 
them improved compliance with environmental laws and reductions in 
exposure to liability-as a result of environmental audit programs 
implemented in the absence of consensus standards. 

It has taken many years’ experience with environmental regulation and 
environmental auditing for national and international organizations in the 
private sector to begin forging a consensus on voluntary environmental 
management standards. While the federal sector cau no doubt benefit from 
this pioneering experience, the task of developing such standards for 
federal agencies will not be accomplished overnight We believe EPA'S 
leadership in this effort, as described in the agency’s response, will be 
critical to the rate of progress and the end result. Meanwhile, we believe 
EPA needs to encourage agencies to develop and implement basic 
environmental audit programs and other activities designed to improve 
their environmental performance. 

10. To some extent, our report does address the use of audits to identify 
and reduce environmental and safety risks. For example, under the 
heading “Environmental Auditing Can Reduce Environmental Hazards” we 
discuss how audits can be used to identify avoidable risks posed by 
facilities’ current practices and procedures and reduce the potential for 
environmental harm through the substitution or elimination of materials 
currently used in facilities’ operations and maintenance. However, our 
report does not specifically discuss pollution prevention audits because 
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we found that there is less widespread understanding and agreement 
regarding this more innovative type of audit than there is regarding 
compliance audits and audits of environmental management systems. 
Furthermore, our review found that most civilian federal agencies are only 
in the earliest stages of developing compliance assurance and 
environmental performance management systems. These agencies, we 
believe, will need to enhance employees’ awareness of environmental 
requirements, develop appropriate environmental management systems, 
assess basic compliance with environmental requirements, and generally 
enhance their environmental expertise and competence before they adopt 
more advanced tools, such as pollution prevention audits. 

11. We have revised the report’s language, as suggested by EPA, to 

emphasize that environmental auditing is not a simple, mechanical 
exercise, but one that requires trained, qualified personnel who must be 
able to exercise professional judgment and evaluate the environmental 
implications of site-specific conditions, including facilities’ processes and 
practices. In chapter 1 of the report, under the heading “A Tool for 
Ensuring Compliance,” we recognize that an effective and comprehensive 
environmental management program, as distinguished from audits at 
individual facilities, cannot be achieved overnight but must be developed 
gradually and systematically over time. 

12. See comments 3 and 4. 

13. See comment 1. 

14. We have revised the discussion in chapter 1, under the heading “Early 
Efforts to F’romote Environmental Auditing,” to mention the two 
documents cited by EPA as examples of the technical assistance it provides 
to promote federal agencies’ use of environmental auditing. 

15. In our view, listing individual agency officials or corporate 
environmental officers would seldom serve a useful purpose. Frequently, 
the comments quoted or the views expressed in the draft report were 

merely representative of similar comments and views expressed by a 
number of different sources. Finally, whether obtained fi-om publications 
or from interviews conducted by evaluators during our reviews, quotations 
and attributed statements are always carefully checked and vetied as 
part of our internal report review process. 
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16. The scope of this assignment did not include recommending actions to 
particular executive branch agencies on how to ensure compliance and 
improve environmental performance. Neither did it include evaluating the 
Bureau of Land Management’s (BIN) legal authorities and responsibilities 
under the Federal Land Policy and Management Act (FLJYHA) and other 
statutes to require the adoption of environmental auditing and other 
proactive environmental measures by users of BLM-managed lands. We 
note that EPA and BLM official disagree over BLM’s authority and 
responsibility to require such measures on the part of its tenants and 
believe that this disagreement should be resolved through consultations 
between the two agencies and other interested parties. 

17. We have revised our report to reflect the organizational change EPA 
noted in its comment. 

18. We recognize that enforcement and inspection are responsibilities 
shared by EPA and state environmental regulatory agencies, and our report 
acknowledges the need for state regulators, as well as EPA, to ensure that 
civilian federal agencies receive an appropriate measure of inspection 
attention. We have revised the wording of our recommendation to 
highlight more clearly the role we believe EPA should play in providing 
guidance and leadership in this area We believe, as EPA’S November 1988 
Federal Facilities Compliance Strategy makes clear, that even when 
programs have been delegated, the agency retains important authority and 
responsibilities in the areas of inspection and enforcement As noted in the 
compliance strategy, EPA is in a position, through annual meetings with 
states on federal facilities’ compliance and through other means, to 
coordinate strategies on the inspection of federal facilities and to 
influence the amount of enforcement atkention that state authorities 
devote to such facilities. As discussed in chapter VII of the compliance 
strategy, ~~L&./EPA enforcement agreements-negotiated multiyear 
agreements that are reviewed annually on a state-by-state basis for each 
environmental program-are a particularly apt formal mechanism for this 
purpo= 

19. The wording of our report has been revised along the lines suggested 
by EPA. 

20. See comments I, 2,3,4 and 5. 

21. We have revised the wording of our report to clarify that EPA’s 1986 
audit policy merely advised federal agencies that Freedom of Information 
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Act (FOUL) provisions would apply to environmental audit reports prepared 
by them. a 

I n 
22. We have revised the wording of our report Ed make it clear that we are 
recommending that EPA integrate its environmental audit policy with its 
various enforcement and penalty policies to provide clearer and more 
reliable assurance to the regulated community that penalties for violations 
discovered, reported, and corrected as a result of environmental auditing 
will be reduced or waived. 
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Dqmtment of Energy 
waangiofl. DC 20586 
February 14, 1995 

Hr. Peter Guerrero 
Director, EnvironmfMaT RrOtectiun 

lrsues 
Resources, Comaunity and 

Economic Development Division 
U.S. General Accounting Office 
WashIngton, D.C+ 20548 

Dear Mr+ Guetrero: 

The Departawnt of Energy (DOE) appreciates the opportunity to review and 
conrcnt on the General Accounting Office (GAD) draft report entltled 
"Envlronmental Auditing: A Useful Tool That Can Improve Environmental 
Perfomance and Reduce Costs.' 

The Department is pleased that GAO found WE has made significant 
progress toward developing effective env~ronnental audltlng programs 
that are used to tnprove environllantal performance and reduce costs. 
The lkpartraent concurs with the recownendrtions contained In the draft 
report. These recornnendations do not require WE to modify its 
policies, prograas, or rctivlties in the areas of environnntal auditing 
which became the progrrmrtic responsibility of the Deputy Assistant 
Secretary for Independent Overslght and Appraisals on Decwber 18, 1994. 

Sincerely, 
A 

Page 94 GAO/RCED-96-37 EnvironmenW Auditing 



. 

Appendix V 

Comments From the Department of Defense 

THE UNDER SECRETARY OF DEFENSE 

Mr. Peter Guefrero 
Director, Environmenta! Protection Issues 
Resomxs. Cmmmity. and Eummic 

Ikvebpmmt Division 
U.S. General Accounting Offlice 
Washhqton. D.C. 20548 

Dear Mr. Gllerrcro: 

ThisistbeDepnrtnreatafDe~ntnK@oD)rca~toduGamJAceouatingOacc 
(GAO) draft nqmt, “EZNVIRONMBNTAL AIJDITlNG: A Useful Tool That Can w 
Environmental F’crfonnancc andReduceCosts,“dated- 20.1994 (GAO Cmlc 160212). 
OSD Case 9g35. The Departmeat gemrally comxm with tlx draft repoh 

TheDoDisc~ttedtofulludsusrninedenvirrwmentnlcomplianeeMd~dut 
strong nuditing programs are esawtial to msrning wmphnce. As rqmted by the GAO, uch of 
the DOD amponents that manage installations have cornpcehDaive compliancz mnt and 
-agnmntptP== -w-=Jtrccognioes that some Fe&al agaocias face obstrks in 
developing CllvironIw ntallluditpmgms. ThcDoDismdytopllJvi&tw~suppottto 
other agencies. on II rcbnbursabk b&s, to assist in their establishment of auditing programs. 

TbCDODrlwgMMllycormrS withtkGAO~~~~~~Mactionsbytbc 
Emimmeoti Pracction Agency. Regulatar quests fix audit repc& could be self&eating, 
since such a&at may inhibit the candid and thorough sdfascsatm ntstbatamtIcakdtoidentify 
and address compliaucc dcf~cicncks. The DOD ~~,howc%thrtitistilllyacccuntabkto 
the public. It is BJD policy, tha-efon, to m&c final self -nt nports avaikbk to 
reguktors and Lhc pubti upon quest. 

Emironmantal Security Lh$imbgOwFti 
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Appendix V 
Comments From the Department of Defense 

GAO DRAFT REPOBT-DATED DECEMBER 20.1994 
(GAO CODE 160212) OSD CASE W!3 

“ENVlRONMENTALAUDlTING: AUSEFULTOOLTHATCANIMPROVE 
ENvrR0NMENTAL PEllF0miANcE AND REDUCE cmsIs” 

DEPARTMENT OF DEFENSE COMMENTS 

FINDINGS 

-:- ‘IbeGAOexpMnedthatduringrtypit4 
ellvlTomfwnklaulut,rkamofualaedhrspedao-dthcrmrploycesofthe~ 
bahg audited Q umtrmm pasa~cd- c.mduc& a compnharivc exam&ion of the pht 
or facility to ckhmnk whether it is complying with cnvimmmkl ha 85d qulatiom 
The GAO mted thd w laws cummtly mquhe envaorrmcntrl audit&. ‘Ibe GAO smed 
t.tlatc.ampdmandpublkagendesthtlthavea&pkdulapncticehavedo#aoforsaund 
busbmm The0AOpairikdoutthattbehimamentdRc&cthApncy(l3PA) 
1986policymawi Kmmaltalauditingalcoumgedpedcnlagackssubjactta 
alvironmdlltpl~toadoptenvironmen talaudititlgtoachkvealldmailuahlwmplknw. 

TheGAOformdUrtdespiktbefrten~lirbil i~m~pndthmuphoutIhe 
Fedenl16*a,~~-rsidaFmm~~tofBnergy@oB)mdtheMilituy 
Scrv*dolittkalloeav’ Ironmnw auditing. Tk GAO stakd that ob&cks 
md didecedvcs impede the fmth dtmhqmt ofawifonmental auditing ln chillan 
qencics. ‘the GAO indicakd that senior civilian agency v he yet to make ttre 
setm stmg and explicit commitment to cnv ifoNImtlllauditi.ngashavetbuorgrnivlioas 
with effective pgrum. The GAO d that civilian rgcnciu may have little her&e to 
~mWonmntal auditing m a means of wbicving compliance becauxc tht EPA mi 

mttmutal reguhtara hfwe perfcmncd few, if my. inspeaions at many civilian 
agoncks. (pp. i-iii, pp. 18-28, pp. 5 M7/GAO Drafi Report) 

1 
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B Concur. TheDepartmwtofDcfcaae(DoD)hstnnqlycommi&dto 
fLlualldstKtabd~wiul&llItgaltavimanrnblrequirarrats. Ivriodkalld 
coq&cmive~taafenscessalytobelpu!swcconlplirn#. Dc@mcJttpolieyod 
guidance rcquirts the DOD Components to have pc~gra~~ to mm&or, achieve, sod 
main~complipwewitb~~~~~k~to~tself-rsaesrmcntrdthdr 
installatiuosonapetiodicbasis. AllofIheDoD&mponentstbatmanngeinsNa&ms 
@imnrily the Army, Navy, Mnrint Caps, Air Force. md Defense Lq+tics Agency) have 
ccqn&mive~talcompli~~snd muraeuncntpm~. Thsy 
follow writka ptocok aud checklists that help oq@xe aad & au&s and suppat 
appqhk f&nv-up a&m. Findings of non-~~mpliaoce have sumlily dtcmastd M self- 
z3sesmmtn hove incrtrlsed 

--AnQlclrll 
GAO~thrtcompanieaathibutefewer~dunupcwts.~ltgPlprobbmsto 
tnv-nuditing. TkGAOstakdthatthe4irFbentvIUxDoEwutsimikrly 
supportive. citing a nun&es of examples of sign&ant cuet saviags aad c&r bu5cfik. 
AcmdingtothcG40.4irForcet~estirmtbQ culservatively, that ct&omWltal 
auditssllveolltAirForctwmmalld ovtr $4.3 million ytdy in ti and peaal@. 
The GAO also nuke thst Au Force lawyers believe the savings to be much hightr- 
appmximakly $100 million. The GAO stakd that systematic sod mive data on 
tk savings n3lixed tbmugb environmental audits am not available. 

‘lb GAO rtporkd that rtprestntat.ivts of organizations using environmental aoditing 
cmphasiztd tht impmamx of top management commitment to a socccssful prolcram- The 
GAO noted that a forma! cav uonmtntd policy stateant is ofkn used by top uuutagcrs to 
pul~,shprr~.~dotheraonnotiauUttnvironmntplpcotectionisiategrt 
to tl~ rqanizatiou’s mission. (pp. iii-iv, pp. N-18. pp. 29-WG40 Draft Report) 

DOD concur. 

plogmsstownrddtvdopilyefflxdvttllvi- 
;-;Ethcp-gG 

0th Ftdd ageacim sonu3 with potentially large eavironMlrtn liabilities. has been mose 
limikd. TbcGAOindicakdthatinfommtion fkmthtEPAinditatathatmmtFtdd 
4gtncii have only flcdghg audit programs or no programs sb all. Csp. iv-v, pp. 33-5W 
GAO Draft Fkqmt) 

MID: CcmCUr to tbt exknt lhe finding ptrtaias to ttm MWny Services. ths 
Dtftnse Loghicn Agency, and other DoD Components thnt manage instaWons. 

2 
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RECO-ATKON 

cc* agency pdicica to encaulngc rcgulti entities to adfdisamr, mpm% ad 
WnaonrplipnabyprovidingforreductionofpMlltiwforv- 

EAed through cnviro~tal auditing. (p. vii, pp. 68-69lGAO Draft Report) 

3 
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Appendix VI 

Comments From the Department of 
Transportation 

Note: GAO comments 
supplementing those in the 
report text appear at the 
end of this appendix. 

February 1, 1995 

Mr. Peter Guerrao 
Diredar, End rolmenbl Pr&cwn Iwues 
U.S. Gsmral Aoownting mica 
441 G Street, N.W. 
WaaMgton, DC. 20548 

EdOWd~IwoCOphoithe~ of TranqMation’s oomments concerning 
the U.S. General Mcowting Ofb dnd repal titled, “Etwi~al Auditing: A Useful 
TaollMCanimproveE mkorrmartsl Pdmmanw and Reduce Costs,” RCED-9537. 

Thank you for the opportunity to review this report. If you have any questions 
concerning our reply, plsess conlact Martin G-1 cm 386-5145. 
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See comment 1. 

DEPARlMENT OF TRANSFORTATW COMMENTS 
ON 

THE GENERAL ACCOUNTING OFFICE (MO) DRAFT REPORT 

“ENVIRONMENTAL AUOITING: 
AUuMTadWatCmlmprow 

EnvIm PMomenco and Roduca Costs” 
RCED-M-37 

Tha GAO draft mptxt contains u Ustantial amount of useful infcmation regarding 
snvlror~m@Ml auditing 8nd its assodated benefits and costs. Environmental auditing 
as implemented to date in the Department at the Federal Aviation Administration (FAA) 
haa proven usafui and its impkmanlation ham been mnded. We offer the following 
inMnaUon to cIui& and update the inform&Ion contained in the draiI report regarding 
FAA’s Mark. -ion of the Wnnation hes been provided to GAO. 

FM Mmagmmnt Sum Envlromrwntd Auditiw 

FAA’s mrnqemant fully supporb U-IO anvironmsntal iudii pmgram and has made a 
ammlttnent to implement a systematic ewbnmentat auditing program to ensure 
envirmmar~ntal ccinplianw. This wnmitment is based on an understanding of the 
agency’s respon8lbllitks under applicable envifonmental laws and the intention of 
fulfilling thase rwponaMIitiir in an efficient and axt affective manner. Senior FAA 
nwwgament has iaaued e eeriea of directive rnemaranda to all Regional Airway 
Faciliiw Division M~MIQWIB which state the~ importance of the environmental auditing 
program and delineate the proc#a to be followed. 

Effats to develop on environmantal auditiw program were initiated by FAA 
heamers In 1990. Subsquantly in 1991, an interagency agreement was 
establilhbd belwan FAA pnd the U.S. Army Corps ol Engineers {Corps) to develop the 
a#‘r~M natio~l program urlng Cgw expertise. FAA contracted with the Corps to audit 
+I of its faoilities through 19W and will reassess the Corps’ continued role in the 
prqarn at the cu7duslon ol the contfack As data from the initial audits are evaluated, 
the4 fcmat of the warn wilf be adjusted lo optimize program effectiveness. 

Tha agency allocatad $3.6 million over 3 yaam to develop and test the pilot program in 
tha Southem R-ion for tisequant usa natiomwide. The pilot phase of field 
impbrna&tion atartad in 1992 and endad in July 1994, when National program 
imp- began with its aqansion to three additlonal regions (Southwest, Central 
and Ala&n) and tha Aetronautical Center. Full implementation of the National program 
isi scheduled to begin in 1995. 
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See comment 2. 

See comment 3. FAA’S l%rtronnnMll Audits Cover 
Fadem& State, and Local Envl- RsquS- 

See comment 4. 

See comment 5. 
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Environtnental rnamgmant system auditing was initiated as a separate program in 
1994. A facility specik environmantal management system audil was conducted at the 
Te&niil Center in August 1994, and is scheduled far the Aeronautical Center in 1995. 
This program also indudes nationwHs and regionwide envimnmental management 
syatem evaluations. Results ftom theee analyses are being used to improve the 
gkkbmca provided to ltw field and cover elt necessary environmental compliance 
issues. 

We emphasize that several statements charactertzing agency managers’ perceptions of 
the need for envim I compliatxa and the utility d environmental auditing do not 
awumiely mtled’the De~rnent’a views or those of most menagers. While these 
anecdotal statements cited on pages v. vi, 45,54, and 55 may reftect an individual’s 
pwoeptlons, they do not characterize the agency’s position or orientation. 

The a&pe of FAA’s environmental audits is intended to ensure that fecilities comply 
with all applicable Federal, state, and local environmental laws. State end local 
pruhxols are obtained from the Corps’ Construdion Engineering Research Laboratory 
(CERL). Twenty-two state and local protocols were requested from CERL, covering all 
audits scheduled t+7rwgh M-95. In those cases where state and local protocols are not 
available from CERL, the Corps is developing the necessary protocds prior to 
performing the audits. FAA guidanca to the Corps requires separate reports describing 
axnpliance with Federal end state laws for each facitity. 

Audit Finding Foilowu# 

Facilities that are audited are required to formulate plans for implementing corrective 
actions based an the recommendations and cost estimates in&&d in the audit reports. 
The FAA will track lha follow+p via the computer database already developed and 
being utilii by the Corps contractors ageqwlda. h7strudion in tha use of the 
database was covered et an implementation and training meeting held Octob~ 11-13. 
1994. 

FAA is conducting quality assurance evaluations of the compliance audits cohducted by 
the Corps. The oversight evaluation process began in November 1994, with interviews 
of program managers end implementing personnel in headquarters, regions, and the 
Corps. The first in a series of two sets of feid visits was conducted January 9-I 3, 1995, 
with the second set of field visits planned for Mart21 1995. The ev&ations will provide 
a qualii check for the audit process and encourage continuous improvement of 
environmental compliance management systems and procedures. 



Appendix VI 
Comments From the Department of 
Transportation 

The following are GAO’S comments on the Department of Transportation’s 
(DOT) letter dated February 1,1995. 

GAO’s Comments 1. We have revised our report, where appropriate, to clarify and update our 
discussion of FAA’S environmenti audit pro@am and of management’s 
support for and involvement in the program, on the basis of information 
provided by DOT/FAA after reviewing our draft report. 

2. We recognize that statements made to us by particular individuals about 
environmental compliance do not necessarily characterize the views of the 
majority of FAA employees and managers and do not necessarily reflect 
official policy on compliance. We included statements in our discussion 
primarily to show that employees’ sensitivity to environmental 
considerations and awareness of environmental compliance 
responsibilities often need to be increased. 

P  

3. See comment 1. 

4. See comment 1. 

5. See comment 1. 
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Community, and 

Ralph L. Lowry, Evaluator-in-Charge 
Patricia J. Manthe, Staff Ekaluatur 

Economic Valerie A. Paquette, Staff Evaluatm 

Development 
Division, Washington, 
D.C. 

Page 94 



Orders may aIso be placed by calling (202) 612-6000 
or by using fax number (301) 2684066, or TDD (301) 413-0006. 

Each day, GAO issues a list of newly available reports and 
testimony. To receive facsimile copies of the daily list or any 
list from the past 30 days, please call (301) 258-4097 using a 
touchtone phone. A recorded menu w-ill provide information on 
how to obtain these lists. 

PRINTED ON 64 RECYCLED PAPER 

Ordering Information 

The first copy of each GAO report and testimony is free. 
Additional copies are $2 each. Orders should be sent to the 
following address, accompanied by a check or money order 
made out to the Superintendent of Documents, when 
necessary. Orders for 100 or more copies to be mailed to a 

. single address are discounted 25 percent. 

Orders by mail: 

U.S. General Accounting OfIke 
P.O. Box 6016 
Gaithersburg, MD 20884-6015 

or visk 

Room 1100 
700 4th St. NW (corner of 4th and G Sts. NW) 
U.S. General Accounting Office 
Washington, DC 



United States 
General Accounting Office 
Washington, D.C. 20548-0001 

Official Business 
Penalty for Private Use $300 

Address Correction Requested 

Bulk Mail 
Postage & Fees Paid 

GAO 
Permit No. GlOO 




