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ENVIRONMENTAL PROTECTION 
AGENCY 

[OPPE-FRL-3046-6) 

Environmental Auditing Polley 
Statement 

AGENCY: Environmental Protection 

Agency [EPA). 

ACTION: Final policy statement. 


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

This final policy statement 
specifically: 

• Encourages regulated entities to 
develop, implement and upgrade 
environmental auditing programs; 

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

• Explains how EPA's inspection and 
enforcement activities may respond to 
regulated entities' efforts to assure 
compliance through auditing; 

• Endorses environmental auditing at 
federal facilities: 

• Encourages state and local 
environmental auditing initiatives: and 

• Outlines elements of effective audit 
programs. 

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

States are encouraged to adopt these 
or similar and equally effective policies 
in order to advance the use of 
environmental auditing on a consistent, 
nationwide basis. 
DATES: This final policy statement is 
effectivP. July 9, 1986. 

FOR FURTHER INFORMATION CONTACT: 

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

or 
Cheryl Wasserman, Office of 

Enforcement and Compliance 
Monitoring, {202) 382-7550. 

SUPPLEMENTARY INFORMATION: 

ENVIRONMENTAL AUDITING 
POLICY STATEMENT 
I. Preamble 

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

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

Twelve commenters addressed EPA 
requests for audit reports. Three 
comments per subject were received 
regarding inspections, enforcement 
response and elements of effective 
environmental auditing. One commenter 
addressed audit provisions as remedies 
in enforcement actions, one addressed 
environmental auditing at federal 
facilities, and one addressed the 
relationship of the policy statement to 
state or loca1 regulatory agencies. 
Comments generally supported both the 
concept of a policy statement and the 
interim guidance, but raised specific 
concerns with respect to particular 
language and policy issues in sections of 
the guidance. 

General Comments 
Three commenters found the Interim 

guidance to be constructive, balanced 
and effective at encouraging more and 
better environmental auditing. 

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

Several commenters expressed 
concern that states or localities might 

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

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

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

Yet another commenter thought EPA 
should focus on environmental 
performance results [compliance or non
compliance), not on the processes or 
vehicles used to achieve those results. In 
general, EPA agrees with this statement 
and will continue to focus on 
environmental results. However, EPA 
also believes that such results can be 
improved through Agency efforts to 
identify and encourage effective 
environmental management practices, 
and will continue to encourage such 
practices in non-regulatory ways. 

A final general comment 
recommended that EPA should sponsor 
seminars for small businesses on how to 
start auditing programs. EPA agrees that 
such seminars would be useful. 
However, since audit seminars already 
are available from several private sector 
organizations, EPA does not believe it 
should intervene in that market, with the 
possible exception ofseminars for 
government agencies, especially federal 
agencies, for which EPA has a broad 
mandate under Executive Order 12088 to 
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provide technical assistance for 
environmental compliance. 

Requests for Reports 
EPA received 12 comments regarding 

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

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

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

"most likely focused on particular 
information needs rather than the entire 
report," to the second sentence of 
paragraph two. Section III.A. 
Incorporating the two comments above, 
the first two sentences in paragraph two 
of final Section III.A. now read: "EPA's 
authority to request an audit report, or 
relevant portions thereof, will be 
exercised on a case-by-case basis where 
the Agency determines it is needed to 
accomplish a statutory mission or the 
Government deems it to be material to a 
criminal investigation. EPA expects such 
requests to be limited, most likely 

. focused on particular information needs 
rather than the entire report, and usually 
made where the information needed 
cannot be obtained from monitoring, 
reporting or other data otherwise 
available to the Agency." 

Other commenters recommended that 
EPA not request audit reports under any 
circumstances. that requests be 
"restricted to only those legally 
required," that requests be limited to 
criminal investigations, or that requests 
be made only when EPA has reason to 
believe "that the audit programs or 
reports are being used to conceal 
evidence of environmental non
compliance or otherwise being used in 
bad faith." EPA appreciates concerns 
underlying all of these comments and 
has considered each carefully. However, 
the Agency believes that these 
recommendations do not strike the 
appropriate balance between retaining 
the flexibility to accomplish EPA's 
statutory missions in future, unforeseen 
circumstances. and acknowledging 
regulated entities' need to self-evaluate 
environmental performance with some 
measure of privacy. Indeed, based on 
prime informal comments, the small 
number of formal comments received, 
and the even smaller number of adverse 
comments. EPA believes the final policy 
statement should remain largely 
unchanged from the interim version. 

Elements ofEffective Environmental 
Auditing 

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

One commenter noted that were EPA 
to further expand or more fully detail 
such elements. programs not specifically 
fulfilling each element would then be 
judged inadequate. EPA agrees that 
presenting highly specific and 
prescriptive auditing elements could be 
counter-productive by not taking into 
account numerous factors which vary 
extensively from one organization to 
another, but which may still result in 
effective auditing programs. 

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

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

A final commenter thought the 
Appendix too specifically prescribed 
what should and what should not be 
included in an auditing program. Other 
commenters. on the other hand, viewed 
the elements described as very general 
in nature. EPA agrees with these other 
commenters. The elements are in no 
way binding. Moreover, EPA believes 
that most mature, effective 
environmental auditing programs do 
incorporate each of these general 
elements in some form, and considers 
them useful yardsticks for those 
considering adopting or upgrading audit 
programs. For these reasons EPA has 
not revised the Appendix in today's 
final policy statement. 

Other Comments 

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

One commenter, stressing that audit 
programs are internal management 
tools, took exception to the phrase in the 
second paragraph of section Ill.B.1. of 
the interim guidance which states that 
environmental audits can 'complement' 
regulatory oversight. By using the word 
'complement' in this context. EPA does 
not intend to imply that audit reports 
must be obtained by the Agency in order 
to supplement regulatory inspections. 
'Complement' is used in a broad sense 
of being in addition to inspections and 
providing something (i.e., self
assessment) which otherwise would be 
lacking. To clarify this point EPA has 
added the phrase "by providing self
assessment to assure compliance" after 
"environmental audits may complement 
inspections" in this paragraph. 

The same commenter also expressed 
concern that, as EPA sets inspection 
priorities, a company having an audit 
program could appear to be a 'poor 
performer' due to complete and accurate 
reporting when measured against a 
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company which reports something less 
than required by law. EPA agrees. that it 
is important to communicate this fact to 
Agency and state personnel, and will do 
so. However, the Agency does not 
believe a change in the policy statement 
is necessary. 

A further comment suggested EPA 
should commit to take auditing 
programs into account when assessing 
all enforcement actions. However, in 
order to maintain enforcement flexibility 
under varied circumstances. the Agency 
cannot promise reduced enforcement 
responses to viola tions at all audited 
facilities when other factors may be 
overriding. Therefore the policy 
statement continues to state tha t EPA 
may exercise its decretion to consider 
auditing programs as evidence of honest 
and genuine efforts to assure 
compliance, which would then be taken 
into account in fashioning enforcement 
responses to violations. 

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

In a separate development EPA is 
preparing an update of its January 1984 
Federal Facilities Compliance Strategy, 
which is referenced in section III. C. of 
the auditing policy. The Strategy should 
be completed and available on request 
from EPA's Office of Federal Activities 
la ter this year. 

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

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

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

II. General EPA Policy on 
Environmental Auditing 

A. Introduction 

Environmental auditing is a 
systematic, documented, periodic and 
objective review by regulated entities 1 

of facility operations and practices 
related to meeting environmental 
requirements. Audits can be designed to 
accomplish any or all of the following: 
verify compliance with environmental 
requirements; evaluate the effectiveness 
of environmental management systems 
already in place; or assess risks from 
regulated and unregulated materials and 
practices. 

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

The appendix to this policy statement 
outlines some basic elements of 
environmental auditing (e.g., auditor 
independence and top management 
support) for use by those considering 
implementation of effective auditing 
programs to help achieve and maintain 
compliance. Additional information on 
environmental auditing practices can be 
found in various published materials.2 

1 "Regulated entities" include private firms and 
public agencies with facilities subject to 
environmental regulation. Public agencies can 
include federal. state or local agencies as well as 
special.purpose organizations such as regional 
sewage commissions. 

2 See. e.g .. "Current Practices in Environmental 
Auditing," EPA Report No. EPA-2.30--09-83-006, 
February 1964; "Annotated Bibliography on 
Environmental Auditing," Fifth Edition. September 
1985, both available from: Regulatory Reform Slaff. 
PM-2.2.3. EPA. 401 M Street SW, Washington, DC 
20460. 

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

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

B. EPA Encourages the Use of 

Environmental Auditing 


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

Regulated entities are responsible for 
taking all necessary steps to ensure 
compliance with environmental 
requirements. whether or not they adopt 
audit programs. Although environmental 
laws do not require a regulated facility 

·to have an auditing program, ultimate 
responsibility for the environmental 
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performance of the facility lies with top 
management, which therefore has a 
strong incentive to use reasonable 
means. such as environmental auditing, 
to secure reliable information of facility 
compliance status. 

EPA does not'intend to dictate or 
interfere with the environmental 
management practices of private or 
public organizations. Nor does EPA 
intend to mandate auditing (though in 
certain instances EPA may seek to 
include provisions for environmental 
auditing as part of settlement 
agreements. as noted below). Because 
environmental auditing systems have 
been widely adopted on a voluntary 
basis in the past. and because audit 
quality depends to a large degree upon 
genuine management commitment to the 
program and ils objectives, auditing 
~hould remain a voluntary activity. 

Ill. EPA Policy on Specific 
Environmental Auditing Issues 

A. Agency Requests for Audit Reports 

EPA has broad statutory authority to 
request relevant information on the. 
environmental compliance status of 
regulated entities. However, EPA 
beli~ves routine Agency requests for 
audit reports 3 could inhibit auditing in 
the long run, decreasing both the 
quantity and quality of audits 
conducted. Therefore, as a matter of 
policy, EPA will not routinely request 
environmental audit reports. 

EPA's authority to request an audit 
report, or relevant portions thereof, will 
be exercised on a case-by-case basis 
where the Agency determines it is 
needed to accomplish a statutory 
mission, or where the Government 
deems it to be material to a criminal 
investigation. EPA expects such 
requests to be limited, most likely 
focused on particular information needs 
rather than the entire report, and usually 
made where the infonnation needed 
cannot be obtained from monitoring, 
reporting or other data otherwise 
available to the Agency. Examples 
would likely include situations where: 
audits are conducted under consent 
decrees or other settlement agreements; 
a company has placed its management 
practices at issue by raising them as a 
defense; or state of mind or intent are a 
relevant element of inquiry, such as 
during a criminal investigation. This list 

• An "environmental audit report'.' is a written 
report which candidly and thoroughly presents 
findings from a review. conducted·OB part or an 
environmental audit as described in settlon II.A.. of 
£acility environmental perfonnance and practices. 
An audit report is not a aubatitute for compliance 
monitoring reports or other reports or records which 
may b.e required by EPA or other regulatory 
agenCJes. 

is illustrative rat~er than exhaustive. 
since there doubtless will be other 
situations. not subject to prediction, in 
which audit reports rather than 
information may be required. 

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

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

B. EPA Response lo Environmental 
Auditing 

1. General Policy 

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

Regulatory agencies have an 
obligation to assess source compliance 
status Independently and cannot 
eliminate inspections for particular firms 
or classes of firms. Although 
~nvironmental audits may complement 
inspections by providing self
assessment to assure compliance, they 
are in no way a substitute for regulatory 
oversight. Moreover, certain statutes 
(e.g. RCRA) and Agency policies 

•See. for example. "Duties to Report or Disclose 
lnfonnalion on the Environmental Aspects or 
Business Activiliea," Enirironmcntol l..aw Institute 
report to EPA. llnal report, September 1985. 

establish minimum facility inspection 
frequencies to which EPA will adhere. 

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

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

2. Audit Provisions as Remedies in 

Enforcement Actions 


EPA may propose environmental 
auditing provisions in consent decrees 
and in other settlement negotiations 
where auditing could provide a remedy 
for identified problems and reduce the 
~ikelihood of similar problems recurring 
m the future. 5 Environmental auditing 
provisions are most likely to be 
proposed in settlement negotiations 
where: 

• A pattern of violations can be 

attributed, at least in part, to the 

absence or poor functioning of an 

environmental management system; or 


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

• EPA ls developing guidance for use by Agen1.")' 
negotiators in structuring appropriate environmental 
audit provisions for consent decrees and other 
settlement negotiations. 
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Through this consent decree approach 
und other means, EPA may consider 
how to encourage effective auditing by 
pul.Jlicly owned sewage trea tment works 
(POTWs). POTWs often havP. 
compliance problems related to 
operation and maintenance procedures 
which can be addressed effectively 
through the use of environmental 
auditing. Under its National Municipul 
Policy EPA already is requiri ng many 
POTWs to develop composite correction 
pluns to identify and correct compliance 
problems. 

C. Environmental Auditing at Fedora} 
Facilities 

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

To the extent feasible, EPA will 
provide technical assistance to help 
federa l·agencies design and initia te 
audit programs. Where appropriute, EPA 
will enter into agreements with other 
agencies to cluri fy the respective roles. 
responsibilities and commitments of 
each agency in conducting and 
responding to federal facility 
environmental audits. 

With respect to inspections of self
audited facilities (see section 111.B.1 
above) and requests for audit reports 
(see section III.A above). EPA generally 
will respond to environmental audits by 
federal facili ties in the same manner as 
it does for other regulated entities. in 
keeping with the spirit and intent of 
Executive Order 12088 and the EPA 
Federal Facilities Compliance Strategy 
(January 1984. update forthcoming in 
la te 1986). Federal agencies should, 
however. be aware tha t the Freedom of 
Information Act will govern any 
disc:losure of 11Udil reports or aurlit 
generated information requested from 
federal agencies by the public. 

When federal agencies discover 
significant viola tions through an 
environmental audit, EPA encourages 
them to submit the related audit findings 
and remedial action plans expeditiously 
to the applicable EPA regional office 
(and responsible state agencies. where 
appropriate) even when not specifically 
required to do so. EPA will review the 
audit findings and· action plans and 
either provide written approval or 

negotiate a Federal Facilities 
Compliance Agreement. EPA will utilize 
the escalation procedures provided in 
Executive Order 12088 and the EPA 
FederalFacilities Compliance Strategy 
only when agreement be tween agencies 
cannot be reached. In any event, federal 
agencies a re expected to report pollution 
abatement projects involving costs 
(necessary to correct problems 
discovered through the audit) to EPA in 
accordance with OMB Circular A-106. 
Upon request, and in appropriate 
circumstances. EPA will assist affected 
federal agencies through coordina tion of 
any public release of audit findings with 
approved action plans once agreement 
has been reached. 

IV. Relationship to State or Local 
Regulatory Agencies 

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

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

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

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

• When setting inspection priorities 
regulatory agencies should focus lo the 
extent possible on compliance 
performance and environmental results. 

• Regulatory agencies must continue 
to meet minimum program requirements 

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

• Regulatory agencies should not 
attempt to prescribe the precise form 
and structure of regulated entities' 
environmental management or auditing 
programs. 

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

Dated: June 28, 1986. 

Lee M. Thomas, 

Administrator. 

Appendix-Elements of Effective 
Environmental Auditing Programs 

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

. environmental requirements. 

. Private sector environmental audits of 
facilities have been conducted for 
several years and have taken a variety 
of forms, in part to accommodate unique 
organizational structures and 
circumstances. Nevertheless. effective 
environmental audits appear to have 
certain discernible elements i.n common 
with other kinds of audits. Standards for 
internal audits have been documented 
extensively. The elements outlined 
below draw heavily on two of these 
documents: "Compendium of Audit 
Standards'.' (ci983, Walter Willborn, 
American Society for Quality Control) 
and "Standards for the Professional 
Practice of Internal Auditing" (ci981, 
The Institute of Internal Auditors, Inc.). 
They also reflect Agency analyses 
conducted over the last several years. 

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

http:description.of
http:irnpro.ve
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An effective environmental auditing 
system will likely include the following 
general elements: 

I. Explicit top management Sllpport for 
environmental auditing and 
commitment to follow-up on audit 
findings. Management support may be 
demonstrated by a written policy 
articulating upper management support 
for the auditing program, and for 
compliance with all pertinent 
requirements, including corporate 
policies and permit requirements as well 
as federal. state and local statutes and 
regulations. 

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

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

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

IV. Explicit audit program objectives, 
:;cope, resources andfrequency. At a 
minimum, audit objectives should 
include assessing compliance with 
applicable environmental laws and 
evaluating the adequacy of internal 
compliance policies. procedures and 
personnel training programs to ensure 
continued compliance. 

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

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

V. A process which collects, analyzes, 
interprets and documents information 
sufficient to achieve audit objectives. 
Information should be collected before 
and during an onsite visit regarding 
environmental compliance( 1). 
environmental management 
effectiveness(2), and other matters (3) 
related to audit objectives and scupe. 
This information should be sufficient, 
reliable, relevant and useful to provide a 
sound basis for audit findings and 
recommendations. 

a. Sufficient information is factual, 
adequate and convincing so that a 
prudent, informed person would be 
likely to reach the same conclusions as 
the auditor. 

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

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

d. Useful information helps the 
organization meet its goals. 

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

VI. A process which includes specific 
procedures to promptly prepare candid, 
clear and appropn'ate written reports on 
audit findings. corrective actions. and 
schedules for implementation. 
Procedures should be in place to ensure 
that such information is communicated 
to managers, including facility and 
corporate management, who can 
evaluate the information and ensure 
correction of identified problems. 
Procedures also shou!d·be in place for 
determining what internal findings are 
reportable to state or federal agencies. 

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

Footnotes to Appendix 

(7) A comprehensive assessment of 
compliance with federal environmental 
.regulations requires an analysis of facility 
performance against numerous 
environmental statutes and implementing 
regula tions. These statutes includi:: · 
Resource Conservation and Recovery Act 

Federal Water Pollution Control Act 

Clean Air Act 

Hazardous Materials Transportation Act 

Toxic Substances Control Act 

Comprehensive Environmental Response. 


Com.pensalion and Liabil.ily Act 
Safe Drinking Water Act 

· Federal Insecticide, Fungicide and 
Rodenticide· Act 

Marine Proiection, Research and Sanctuaries 
Act 

Uranium Mill Tailings Radiation Control J\ct 

In addition, state and local government are 
likely to have their own environmental laws. 
Many states have been delegated authority to 
administer federal progra ms. Many local 

·governments' building. fire, safety and health 
codes also have environmental requirements 
relevant to an audit evaluation. 

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

1. Develop organizational environmental 

policies which:· a. i!llplement regulatory 

requirements; b. provide management 

guidance for.environmental hazards not 

specifically addressed in regulations; 


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

3.. Communicate relevant environmental 

.developments expeditiously to facility and 

other personnel: 


4. Communicate effectively with 
government and the public regarding serious 
1mvironmental incidents: 

5. Require third parties working for. with or 
on behalf of the organization to follow its 
environmental procedures:. 
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6. Make proficient personnel availaLlc at 
all times to carry out environmental 
{especially emergency) procedures: 

7. Incorporate environmental protection 
into written operating procedures: 

8. Apply best management practices and 
operating procedures. including "good 
housekeeping" techniques: 

9. Institute preventive and corre(;tive 
maintenance systems to minimize actual and 
poic.1111<11 environmental harm: 

10. Utilize best available process and 
control technologies; 

11. Use most-effective sampling and 
monitoring techniques. test methods. 
rccordkeeping systems or reportins protocols 
(beyond minimum legal requirements); 

12. Evaluate causes behind any serious 
environmental incidents and establish 
procedures to avoid recurrence: 

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

14. Substitute materials or processes to 
allow use or the least-hazardous substances 
feasible. 

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