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March 13, 1998

MEMORANDUM

SUBJECT:  Region 10's National Pollutant Discharge Elimination System Permit Program
Audit Report No. EIHWF7-10-0012-8100076

FROM: Truman R. Bedler
Divisional Inspector Genera for Audits
Western Audit Division

TO: Chuck Clarke
Regiona Administrator
EPA Region 10

Attached is our final report titled Region 10's National Pollutant Discharge Elimination
System Permit Program. The purpose of this audit was to determine whether the Region
effectively regulated point sources discharging pollutants into the waters of the United States.

This audit report contains findings that describe problems the Office of Inspector Genera
has identified and corrective actions the OIG recommends. This audit report represents the
opinion of the OIG and the findings contained in this audit report do not necessarily represent the
final EPA position. Fina determinations on matters in this audit report will be made by EPA
managers in accordance with established EPA audit resolution procedures.

In accordance with EPA Order 2750, we have designated the Regiona Administrator as
the Action Officia for thisreport. The Action Officia is required to provide our office with a
written response to the audit report within 90 days of the report date. The response should
address all recommendations. For corrective actions planned but not completed by the response
date, reference to specific milestone dates will assist us in deciding whether to close this report.
We have no objection to the release of this report to the public.

We appreciate the cooperation from your staff during this review. Should you or your
staff have any questions about this report, please call Truman Bedler, Western Divisional



Inspector General for Audit, at (415) 744-2445, or Janet Tursich of our Seattle Office at (206)
553-2998.

Attachment

Distribution: Appendix D



EXECUTIVE SUMMARY

PURPOSE

The purpose of the audit was to determine whether Region 10 (the Region) effectively regulated
point sources discharging pollutants into the waters of the United States. The Federal Water
Pollution Control Act of 1972 initiated a broad Federal effort to restore and maintain the Nation's
waterways, including the creation of a permit program to regul ate and reduce point source
pollution. The Region isresponsible for operating the National Pollution Discharge Elimination
System (NPDES) Permit Program in nondelegated States and for Federal and Tribal dischargers
in delegated States. The audit focused principally on dischargers in the nondelegated States of
Alaska and Idaho.

The objectives were to determine whether the Region:
. Issued required NPDES permits for all municipal and industrial dischargers.

. Regulated dischargers to comply with permit conditions through effective compliance
monitoring activities.

. Took appropriate and timely enforcement actions against permittees in Significant
Noncompliance (SNC) in the States of Alaska and Idaho, and Federal facilitiesin the State
of Washington.

. Maintained a management reporting system that was current and complete for dischargers

in the States of Alaska and Idaho.

RESULTSIN BRIEF

The Region could make improvements in several areas of its NPDES Permit Program to more
effectively regulate and reduce point source water pollution. It needsto improve: (i) the process
for issuing and renewing permits; (ii) compliance monitoring of dischargers; (iii) enforcement of
compliance for dischargers that violated permit conditions; and (iv) reporting on new permit limits
and conditions. Our findings are summarized below and discussed in detail in CHAPTERS 2
through 5 of this report.
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Permits Not | ssued or Renewed

The Region did not issue or renew most of the required NPDES permits for municipa and
industrial dischargersin the States of Alaska and Idaho. Whileit issued 33 permitsin the past 2%
years, there were 1,000 applications from dischargers waiting to be processed. Seventy percent
of these applications were received over 4 years ago. Dischargers without permits were not
subject to regulation. Dischargers operating under administratively extended permits that were
written prior to the Water Quality Act of 1987 were not subject to these more stringent
requirements. Regional information for three watersheds in the States of Alaska and Idaho
identified dischargers without current permits that were contributing to water quality problems.
We attribute the large backlog of applications principally to a Regional decision, made with EPA
Headquarters, Office of Water’s knowledge, to focus management attention and resources on a
few selected permits and watershed permitting.

Also, for fiscal 1997, the Regional Administrator (RA) did not report the significant permit
backlog in the annual Federal Manager’ s Financial Integrity Act (FMFIA) assurance letter to the
EPA Administrator. In our opinion, the backlog should be reported as a deficiency becauseit is
adversely affecting the Region’ s ability to meet the Office of Water's program goals, and is
resulting in large numbers of dischargers in the States of Alaska and Idaho violating the Clean
Water Act (CWA).

To address the permit backlog, the Region issued a Comprehensive Plan (the Plan) in April 1997
that sets out a 3-year plan (fiscals 1997-1999) “that prioritizes the permits, implements innovative
policies, relies on partnerships, and lays the foundation for issuing permits for the period after
completion of this plan (year 2000 +).” While the Plan is a positive step toward addressing the
problem, the Region acknowledges that the Plan will not substantially reduce the backlog by fiscal
1999 and “with current resources, will result in NPDES Permit Unit (NPU) addressing only 6% of
the total universe of permits and 39 % of all major facilitiesin Idaho and Alaska.” Also, our
review disclosed that during the first year (fiscal 1997) several tasks critical to the success of the
Plan had not been performed.

Compliance Monitoring Could Be Improved

The Region could improve its compliance monitoring to help ensure that dischargers comply with
permit conditions and NPDES regulations:

Compliance Inspections. The Region did not perform some of the NPDES compliance
inspections of major dischargers that it committed to in its Memorandum of Agreement
(MOA) with EPA Headquarters. Without compliance inspections, there is an increased
opportunity for permit violations to go undetected. In addition, many inspection reports
were not timely and actions were not taken on reported problems. As aresult, instances
of noncompliance were not corrected or not corrected timely.
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Citizen Complaints. The Region did not have adequate procedures to track citizen
complaints, document actions taken on such complaints, and notify citizens of actions
taken. Actions were not taken on some complaints related to permit and other NPDES
violations which appeared to warrant followup, resulting in potential adverse
environmental impact.

Some Dischargers Not Adequately Regulated. The Region did not have procedures to
ensure that dischargers under storm water and seafood general permits, and minor
dischargers were in compliance with permit conditions. Some dischargers violated permit
conditions and NPDES regulations, and adversely affected water quality.

Enforcement Against Significant Violators Can Be Improved

The Region did not respond in an appropriate or timely manner to violations by dischargers that
were in SNC with NPDES permit conditions. The Region did not take formal enforcement action
as required against 19 of the 25 dischargersin SNC for 1 or more quarters during the period
October 1994 through December 1996. In addition, we reviewed files for all 10 dischargers that
were in SNC for 2 or more consecutive quarters and concluded that the Region did not have
written justification for not taking formal enforcement action against 9 dischargers. EPA’s
enforcement guidance requires that formal enforcement actions be taken against dischargersin
SNC. At aminimum, the guidance requires a written justification in those rare instances when
formal enforcement action is not taken. These conditions occurred because the Region did not
have effective management controls to ensure that either appropriate and timely enforcement
actions were taken or that decisions to take no action were justified and documented. Failureto
take appropriate enforcement action against violators weakens the effectiveness of the NPDES
Program to protect public health and the environment.

The Region took formal enforcement action consistent with EPA guidance against 6 of the 25
dischargersin SNC during the period of our audit. However, actions against three of the
dischargers did not meet EPA’ s timeliness guidelines of 2 months after identifying the violation.
For the three dischargers, formal enforcement action was not taken for 5 to 8 months after the
violations became known to the Region. More timely enforcement action could lead to quicker
return to compliance with permit requirements.

Management Reporting System Could Be More Current and Complete

The Region’ s management reporting system for NPDES permit information is the Permit
Compliance System (PCS). The PCS was generally current and complete, except for new or
renewed permits. The Region did not input some permit effluent limits and reporting
requirements into the PCS timely and completely for dischargers receiving new or renewed
permits. For four magjor dischargers, permit effluent limits were not input for an average of 4
months after the permits were issued. Also, for six of the eight new permits, reporting
requirements were not input to PCS. Without current and complete permit information in PCS,
Quarterly Noncompliance Reports (QNCRS) generated from the PCS were not an effective tool

i Report No. EIHWF7-10-0012-8100076



for identifying violations for dischargers with new or renewed permits. The PCS was not updated
timely for new or renewed permits because the Region had not given high enough priority to this
effort.

RECOMMENDATIONS

Specific recommendations follow the findings in CHAPTERS 2 through 5. Overall, we
recommend that the Regional Administrator strengthen the NPDES Permit Program by:

1. Reporting the permit backlog as a deficiency in the annual assurance letter to the
Administrator and fully implementing the NPU’ s Comprehensive Plan.

2. Monitoring dischargers compliance with permit conditions and NPDES
regulations.

3. Taking appropriate and timely enforcement actions for SNC dischargers.

4. Updating the management reporting system to input priority data for new permits.

REGION COMMENTSAND OIG EVALUATION

A draft report was provided to the Region on November 25, 1997 for its comments. The Region
responded to the draft report on January 23, 1998 and its response is included as APPENDIX C
to thisreport. Except for recommendation 2-1, the Region concurred with the recommendations
and described corrective actions that have been taken or will be taken.

The Region did not concur with recommendation 2-1 in Chapter 2 that the Region report the
backlog of NPDES permit applications as a material weakness in the next annual FMFIA
assurance letter to the EPA Administrator. The Region acknowledged the backlog and stated that
a strategic plan has been developed and is being implemented to address the backlog.

We have changed the recommendation to state that the Region report the backlog of NPDES
permit applications as a management control deficiency instead of a material weakness in the next
annual FMFIA assurance letter to the Administrator for EPA’s Integrity Act Report. We believe
that the large backlog of permit applicationsis an indicator that the NPDES Permit Program is
not achieving its intended results and should be reported as a management control deficiency.
While the strategic plan is a positive step toward correcting the problem, the Region
acknowledged that the Plan will not substantially reduce the backlog by fiscal 1999.
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CHAPTER 1
INTRODUCTION

PURPOSE

BACKGROUND

The purpose of the audit was to determine whether the Region
effectively regulated point sources discharging pollutants into the
water of the United States. The audit focused primarily on those
dischargers in the nondel egated States of Alaska and Idaho.

The specific objectives were to determine whether the Region:

. I ssued required NPDES permits for all municipa and
industrial dischargers.

. Regulated dischargers to comply with permit conditions
through effective compliance monitoring activities.

. Took appropriate and timely enforcement actions against
permitteesin SNC in the States of Alaska and Idaho, and
Federal facilities in the State of Washington.

. Maintained a management reporting system that was current
and complete for dischargers in the States of Alaska and
| daho.

The Federal Water Pollution Control Act of 1972 initiated a broad
Federa effort to restore and maintain the Nation’s waterways,
including the creation of a permit program to regulate and reduce
point source pollution. (See graphic on the next page for types of
point source dischargers.) Congress reauthorized and renamed the
Act in 1977 to the Clean Water Act and amended it in 1987.

The NPDES Permit Program provides the first major Federal direct
enforcement authority against polluters. Itisillegal for point
sources to discharge pollutants into the nation’ s navigable waters
without a permit. The purpose of the permit isto control and
eliminate water pollution, and to focus on the pollutants determined
to be harmful to receiving waters and on the sources of such
pollutants.
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A point source is defined at 40 CFR 122.2 as “any discernible,
confined, and discrete conveyance, including but not limited to, any
pipe, ditch, channel, tunnel, conduit, well, discrete fissure,
container, rolling stock, concentrated animal feeding operation,
landfill leachate collection system, vessel or other floating craft
from which pollutants are or may be discharged.”

Section 309 of the CWA authorizes EPA to bring civil or criminal
actions against those who violate their NPDES permit conditions.
EPA promotes a systematic approach to compliance monitoring and
enforcement with the objective of achieving consistent national
implementation of the NPDES Permit Program established by the
CWA. EPA usesthe Enforcement Management System (EMYS) as
aframework for the management of the enforcement program. The
EMS constitutes a system for collecting, evaluating, and translating
compliance information into timely and appropriate enforcement
actions.

Reporting requirements for the NPDES were implemented in
August 1985 with the publication of 40 CFR 123. The reporting
requirements included the QNCR as the tracking mechanism for
major facilities that violate their permit limits, schedules, reporting
requirements, or formal enforcement actions.
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Water Quality Standards
Required

The Region’s NPDES
Responsibilities

In October 1985, the PCS Policy Statement established the PCS as
the data base for NPDES reporting. The PCS was established to
provide an overal inventory for the NPDES Permit Program. The
data gathered in the PCSisto be used to: (i) respond to Congress
and the public; (ii) encourage a proper EPA/State oversight role by
identifying maor permit violators; and (iii) serve as an operationa
and management tool for tracking permit issuance, compliance, and
enforcement actions. Beginning in fiscal 1990, QNCRs were
generated by the PCS.

Congress amended the CWA with the Water Quality Act of 1987.
The amendments outlined a strategy to accomplish the goal of
meeting water quality standards set by the States. EPA’s guidance
document states “ A water quality standard consists of three
elements: (i) the designated beneficia use or uses of a waterbody
or segment of awaterbody; (ii) the water quality criteria necessary
to protect the use or uses of that particular waterbody; and (iii) an
antidegradation policy.”

States are required to adopt additional controls (water quality based
limitations) on point source discharges that are stricter than
technology-based limits (minimum level of pollutant controls)
where water quality standards are not met. Under the CWA, thisis
done through a waste load allocation calculated from atotal
maximum daily load (TMDL) of pollutants for a waterbody.

The NPDES Permit Program in the Region is performed by the
NPU and the NPDES Compliance Unit in the Office of Water. The
two units oversee the delegated States' (Oregon and Washington)
NPDES Permit Program. The two units have permitting and
compliance responsibility for: (i) the nondelegated States of Alaska
and ldaho; (ii) Federal facilities in the State of Washington; and (iii)
Tribal lands in the States of Oregon and Washington.

The NPU isresponsible for receiving and reviewing permit
applications, drafting and issuing permits, renewing permits,
tracking permit datain PCS, managing the municipal dudge and
pretreatment programs, and reporting on program accomplishments
to the Office of Water in EPA Headquarters.

The NPDES Compliance Unit is responsible for tracking permit
conditions in PCS, monitoring discharger compliance, scheduling
compliance inspections, enforcing compliance and reporting
noncompliance, and reporting on program accomplishments to the
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PRIOR AUDIT
COVERAGE

Office of Enforcement and Compliance Assurance in EPA
Headquarters.

There have been no audits performed on the Region’s NPDES
Permit Program. A specia review was conducted and a report
(No. E2AWP2-10-0002-2400024) was issued on March 12, 1992
regarding an improperly issued NPDES permit to a discharger in
Alaska
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CHAPTER 2
PERMITS NOT ISSUED OR RENEWED

The Region did not issue or renew most of the required NPDES
permits for municipal and industrial dischargers in the States of
Alaska and Idaho. While it issued 33 permitsin the past 2%z years,
there were 1,000 applications from dischargers waiting to be
processed. Seventy percent of these applications were received
over 4 years ago. Dischargers without permits were not subject to
regulation. Dischargers operating under administratively extended
permits that were written prior to the Water Quality Act of 1987
were not subject to these more stringent requirements. Regional
information for three watersheds in the States of Alaska and Idaho
identified dischargers without current permits that were
contributing to water quality problems. We attribute the large
backlog of applications principally to a Regional decision, made
with EPA Headquarters, Office of Water's knowledge, to focus
management attention and resources on a few selected permits and
watershed permitting.

To address the permit backlog, the Region issued a Comprehensive
Plan in April 1997 that sets out a 3-year plan (fiscals 1997-1999)
“that prioritizes the permits, implements innovative policies, relies
on partnerships, and lays the foundation for issuing permits for the
period after the completion of this plan (year 2000 +).” While the
Plan is a positive step toward addressing the problem, the Region
acknowledges that the Plan will not substantially reduce the
backlog in the next 3 years and “with current resources, will result
in NPU addressing only 6% of the total universe of permits and
39% of all magjor dischargersin Idaho and Alaska.” Also, our
review disclosed that during the first year (fiscal 1997) several tasks
critical to the success had not been performed. Accordingly, we
believe that the RA needsto: (i) report the permit issuance backlog
as adeficiency in the next Federa Manager’s Financial Integrity
Act assurance letter to the Administrator; and (ii) aggressively
monitor all tasks to help assure that the Region meets its targets for
permit issuances through fiscal 1999.
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BACKGROUND

The CWA established the NPDES Permit Program to regulate and
reduce point source pollution. Itisillegal for point sourcesto
discharge pollutants into the nation’ s navigable waters without an
NPDES permit. The purpose of the permit is to control and
eliminate water pollution, and to focus on the pollutants determined
to be harmful to recelving waters. Regulated pollutants are
conventiona pollutants, such as suspended solids; nonconventional
pollutants, such as ammonia; and toxic pollutants, such as
individual heavy metals and toxic organic compounds.

40 CFR Subpart B, Section 122.21 states any person who
discharges or proposes to discharge pollutants ... shall submit a
complete application:

. for anew discharge, at least 180 days before the
date on which the discharge is to commence.

. for permittees with current effective permits, 180
days before the existing permit expires.

If the Region does not issue a permit to a new discharger before the
discharge commences, the discharger isin violation of the CWA.
Also, if adischarger does not submit an application prior to the
expiration date of the existing permit, it isin violation of the CWA.

If acurrent discharger submits an application 180 days before its
permits expires, the current permit is automatically
“administratively” extended until the Region acts on the permit
application. Administratively extended permits require the
discharger to continue to meet its current permit effluent limits,
monitoring and reporting requirements. However, if the permit was
written prior to the Water Quality Act of 1987, the limits derived
from additional or more stringent State water quality standards are
not imposed.

Until recently, for purposes of prioritizing permit issuance and
oversight, municipal and industrial dischargers were divided into
“major” and “minor” sources. Maor municipal dischargers were
those which have a design or actual flow of one million gallons per
day or greater, a service population of 10,000 or greater, or a
significant impact on water quality. Industrial dischargers were
classified as“majors’ through arating system which alocates
points in various categories, such as flow, pollutant loadings,
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NPDES Watershed
Approach

Permit Complexity

SOME PERMITS ISSUED

potential public health impacts, and water quality factors. The
watershed approach focuses the Region on all the dischargersin a
designated watershed, regardless of the magjor or minor
classification.

In a March 1996 memorandum, EPA Headquarters, Office of
Water provided guidance on issuing permits focusing on the
“watershed” approach. It describes a holistic approach where
decisions about point source controls are based on an overall
assessment of environmental priorities and concerns within a
watershed. Thisisaccomplished by developing a watershed
management plan and issuing permits in accordance with the
priorities and management strategies described in the plan. This
strategy emphasizes permit development for both maor and minor
dischargers that pose a significant environmental threat to a basin.
While major dischargers often remain high priorities for permit
issuance, minor dischargers can take on increased importance.

The March 1996 memorandum also recognizes that there will be
some initia backlog in issuing permits while setting up and
implementing watershed plans and schedules. However, the
guidance indicates that the permit backlog should be eliminated
within areasonable period of time.

Today’s permits are more complex than those in years past. In
addition to technology-based limits (minimum level of pollutant
controls) applicable to al sources, permits must address limits
derived from additional or more stringent State water quality
standards. These pollutant-specific standards are established
pursuant to the CWA to achieve or maintain the beneficial uses of a
particular waterway as determined by the State. Therefore, water
quality based limitations are used when it has been determined that
more stringent limits than technology based effluent limits must be
applied to adischarge in order to protect “designated use” of the
receiving waters.

The Region issued 33 permits to municipal and industria
dischargers for Alaska and Idaho during the period October 1994
through March 1997. We examined 18 of the 33 issued permits to
determine if the permit conditions were appropriate. We concluded
that for the permits reviewed, the Region developed permit
conditions and issued permits in accordance with nationa
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regulations (40 CFR Part 122), including States’ water quality

standards.
PERMITS NOT ISSUED A large backlog of unprocessed permit applications had built up
OR RENEWED over the years and 70 percent were more than 4 years old. As of
March 31, 1997, the age of these applications was as follows:
Applications Dates Received by the Region Age
25 October 1996 through March 1997 less than 6 months
126 October 1994 through September 1996 1 to 2 years
150 October 1992 through September 1994 3 to 4 years
699 Before October 1992 over 4 years
1,000

As summarized below, the backlog included applications for:

(1) applications received, no permit issued (i.e. new dischargers);
(i) dischargers with expired permits; and (iii) dischargers whose
permits were administratively extended.

AK ID Total
Applications received,
no permit issued 287 170 457
Permits expired and not
administratively
extended 184 91 275
Permits administratively
extended 108 160 268
TOTAL APPLICATIONSTHAT
NEED NEW OR REISSUED
PERMITS 579 421 1,000

While EPA’s latest guidance on issuing permits provides for less
emphasis on major dischargers, mgjors generaly have the greatest
point source impact on water quality. For applications received
since October 1992, we reviewed a judgment sample of 52 to
obtain a perspective on the mix of major and minor dischargers.
We found that 15 of 48, or 31 percent, of the valid applications
were from major dischargers (4 of the sampled applications were
for dischargers no longer in business as of March 31, 1997).
Further, 3 of these 15 magjor dischargers were operating without a
current permit in violation of the CWA and 12 had administratively
extended permits that expired between 1989 and 1997.
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UNPERMITTED
DISCHARGERS
ADVERSELY AFFECT
WATER QUALITY

Unalaska Bay, Alaska

Boise River Watershed, ldaho

Coeur d’Alene Basin
Watershed, Idaho

To obtain a perspective on the environmental significance of not
issuing or renewing permits, we reviewed Regional information on
water pollution problemsin six of the eight watersheds in the States
of Alaskaand Idaho. The Region prepared summaries for these
watersheds that identified point source dischargers that caused
water impairments. Regiona information on three watersheds
identified dischargers without current permits that were
contributing to water quality problems.

The Unaaska Bay watershed has been designated as “impaired
waters’ by the Alaska Department of Environmental Conservation.
The Bay has approximately 2 square miles that are heavily
degraded, 12 square miles that are moderately degraded, and 25
square miles that are dightly degraded. The watershed summary
identified 10 point source dischargers (5 mgjors and 5 minors) as
pollution sources. All of these point source dischargers were
required to have apermit. We determined that four minor
dischargers were operating without permits. In addition, two
dischargers (one major and one minor) were operating with
administratively extended permits. The administratively extended
permits were extended prior to the State' s current water quality
standards being issued; and it is likely they do not address current
effluent limits necessary to protect or improve thisimpaired
watershed. Timely Regional action on permits for 6 of the 10 point
source dischargersin thisimpaired watershed is necessary.

The watershed summary indicates that fisheries and riparian habitat
are at risk aong the entire length of the Boise River due to
development pressures and flooding concerns. The summary
reported that the River from the City of Boise downstream is more
degraded and the severity of the problem is rated high. The mgjor
point source dischargers are: (i) wastewater treatment plants for
the Cities of Boise, Nampa and Cadwell; (ii) Armour Meats, an
industrial discharger; and (iii) the City of Boise's storm water.
Since the five administratively extended permits for these
dischargers were issued prior to the Water Quality Act of 1987, it is
likely they do not meet the State’ s current water quality standards.
Therefore, timely Regional action on these permits is necessary to
protect or improve water quality.

The South Fork Coeur d’ Alene River isidentified as the most
contaminated river in the Region. The River is currently listed as
“water quality limited” asaresult of point and nonpoint source
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loads of heavy metals. There are 9 magjor and 11 minor point
source dischargersin theriver drainage. Of the nine major permits,
two were current, six were administratively extended, and one was
expired. The discharger with the expired permit has been operating
without a permit for 17 years. Since the six administratively
extended permits were issued prior to the Water Quality Act of
1987, it islikely they do not meet the State’ s current water quality
standards.

PRIOR METHODS WERE
INSUFFICIENT

Mining Operation in the Coeur d’ Alene Watershed

We concluded that the large backlog of applications devel oped
primarily because the Region had not focused management
attention and the necessary resources over the last several yearsto
issue the required permits. The Region advised it did not issue
more than 33 permitsin the last 2 ¥ years because it focused its
resources on a few complex and controversial permits where
dischargers challenged the permit conditions. These dischargers
were primarily major permittees contributing to significant
environmental problems. We are aware that the Region’s focus on
afew selected permits during a period of increasing unprocessed
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REGIONAL ACTION TO
ADDRESS THE PERMIT
BACKLOG

applications was done with EPA Headquarters, Office of Water's
knowledge.

While the Region’s explanation is acknowledged, we noted that
there were 26 employees working on permits for some period of
time during the 2 ¥z years but only 12 of them issued permits. A
dramatic increase in permit writer productivity and/or innovative
methods will be needed to reduce or eliminate the backlog.

To the Region’ s credit, it recently addressed the permit backlog
problem as part of a comprehensive review of the activities of its
NPU. Asaresult of thisreview, in April 1997 it issued a
Comprehensive Plan (the Plan) for addressing the permit backlog
during fiscal 1997 through 1999. The Plan identified the significant
backlog of expired permits and new source applicants asillustrated
by the following statement from the Plan:

NPU recognizes this significant workload and has
responded with athree year plan that prioritizes the
permits, implements innovative policies, relies on
partnerships, and lays the foundation for issuing
permits for the period after the completion of this
plan (year 2000 +). Over the next three years we
plan to issue permits for sources selected largely by
their environmental significance and their location in
high priority watersheds.

The plan sets an aggressive permit writing target for
the next three years which, with current resources,
will result in the NPU addressing only 6% of the
total universe of permits and 39% of al major
dischargersin Idaho and Alaska.

One positive aspect of the Plan, if implemented, is that it will result
in current permits for the most environmentally significant
dischargers. Also, the Region had issued two general permits
(GPs) and expects to issue two more in the near future. GPs cover
many dischargers who have applied individually for a permit.
Therefore, one GP will eliminate many applications from the
backlog. Also, the Region is currently working on the data base to
identify dischargers that are no longer in business and need to be
deleted from the data base. However, as reported by the NPU,
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Federal Manager’s
Financial Integrity Act

Comprehensive Plan
Needs to be
Aggressively Monitored

even if the Region completes all the tasks asidentified in the Plan, it
will not eliminate the backlog in the foreseeable future.

Since the significant permit backlog will not be eliminated in the
foreseeable future, we believe that the FMFIA process requires that
the RA report the backlog to the EPA Administrator as a deficiency
in management controls. FMFIA requires the RA to annually make
a systemic assessment of management controls in the Region that
protect programs and resources from fraud, waste and
mismanagement, and help control programs to achieve intended
outcomes. After the assessment is made, the RA isrequired to
provide personal assurance that management controls are
reasonabl e to ensure the protection of programs, operations, and
functions and to notify the Administrator of any deficienciesin
management controls.

For fiscal 1997, the RA did not report the significant permit
backlog in his assurance letter to the EPA Administrator. In our
opinion, the backlog is adversely affecting the Region’s ability to
meet Office of Water program goals, and is resulting in large
numbers of dischargersin the States of Alaska and Idaho violating
the CWA. Assuch, it should have been reported to the EPA
Administrator as a deficiency in management controls.

In order to make progress in permitting the most environmentally
significant dischargers, the Region must complete key tasksin the
Plan. Since the Plan covers a 3-year period beginning fiscal 1997,
we evaluated the status of key tasks identified by the Region to be
accomplished in fiscal 1997 related to its goal “ To issue permits to
facilities that have been strategically targeted for their
environmenta significance and their location in high priority
watersheds.” Based on this evaluation, the Region did accomplish
some tasks, but did not accomplish other key tasks as of
September 30, 1997 as described below.
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TASK

DUE DATE AND STATUS

1. Identify permits for issuance and
modification for the next 3 fiscal
years.

Fiscal 1996. Completed.

2. Assign the workload to permit
writers.

Fiscal 1997. Completed.

3. Permit writers develop individual
schedules for permit development
and issuance.

June 30, 1997 and update annually.
Not done as of September 30, 1997.

4. Issue identified permits over the
next 3 fiscal yearsin accordance
with the schedule that is devel oped.

Not subject to evaluation since task
3 was not done.

5. Reevaluate the list of permits and
new applications to be issued.

June 30, 1997 and update annually.
Not done.

Reevaluation is a continuous
process, however, aformal
reevaluation shall be done mid-fiscal
year to determine if workload is still
appropriate. Adjust workload and
reassign permits accordingly.

The lack of timely completion of some key tasks raises serious
guestions whether the Region will achieve its desired results by the
end of fiscal 1999. In our opinion, accomplishment of tasks 3, 4,
and 5 listed in Objective 1 iscritical to the Region’s success of
issuing permits for the most environmentally significant dischargers.
By not performing these tasks in fiscal 1997, Regional management
lacks the information necessary to assess progress toward meeting
its goal, and to make necessary workload adjustments in the
remaining years of the Plan.

Also, the Region has not completed tasks for Objective 3 whichis
to develop and utilize innovative strategies and improve processes
in order to increase the Region’s ability to issue NPDES permits.
Task 1 provides that the “NPU will convene ateam to evaluate
alternative and innovative means of issuing NPDES permits (i.e.
improving processes and approaches to getting the job done).”
Thistask was to be completed with a report by June 30, 1997. As
of September 30, 1997, the report had not been prepared. Another
task under the Objective isto work with Office of Regional Counsel
(ORC) to investigate and develop strategies to streamline the
responses to legal challenges where possible. The NPU had a
meeting with ORC and identified some problems and possible
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RECOMMENDATIONS

REGION COMMENTS

OIG EVALUATION

solutions, but has not finalized any strategies. We believe that
Regional management needs to monitor all tasks in the Plan
associated with addressing the permit backlog.

We recommend that the Regional Administrator:

2-1.  Report the backlog of NPDES permit applications
as adeficiency in the next annua FMFIA assurance
letter to the EPA Administrator.

2-2.  Aggressively monitor Objective 1, tasks 3, 4, and 5
in the Plan to help assure issuance of permits to
strategically targeted dischargers by September 30,
1999.

2-3.  Monitor the accomplishment of al the tasks
identified in the Plan relating to eliminating the
permit backlog.

In its response to the draft report, the Region did not concur with
recommendation 2-1 that the Region report the backlog of NPDES
permit applications as a material weakness in the next annua
FMFIA assurance letter to the EPA Administrator. The Region
acknowledged the backlog and stated that a strategic plan has been
developed and is being implemented to address the backlog. The
Region concurred with recommendations 2-2 and 2-3.

We have changed the recommendation to state that the Region
report the backlog of NPDES permit applications as a management
control deficiency instead of a material weakness in the next annual
FMFIA assurance letter to the Administrator for EPA’s Integrity
Act Report. We believe that the large backlog of permit
applicationsis an indicator that the NPDES Permit Program is not
achieving its intended results and should be reported as a
management control deficiency to the Administrator. While the
strategic plan is a positive step toward correcting the problem, the
Region acknowledges that the Plan will not substantially reduce the
backlog by fiscal 1999.
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Agency guidance for preparing assurance letters to the
Administrator states that “ Offices should continuously review the
effectiveness of their program strategies and guidance

-- management controls -- in achieving program goals ... .” It aso
states that “ The AA/RA transmittal memo to the Administrator
documents their personal assurance that their Offices’ management
controls reasonably ensure the protection of program, operation,
and functions under their control from waste, fraud, abuse, and
mismanagement.” The memo discusses “the basis for the AA/RA’s
assessment, and formally advises the Administrator of significant
management control problems that impede achievement of major
program goals ... .”

OMB Circular No. A-123 “provides guidance to Federal managers
on improving the accountability and effectiveness of Federal
programs and operations by establishing, assessing, correcting, and
reporting on management controls. The Circular isissued under
the authority of the Federal Managers Financia Integrity Act of
1982 ... ." It statesthat “ Agency managers and employees should
identify deficiencies in management controls ... . Agency managers
and staff should be encouraged to identify and report deficiencies,
asthisreflects positively on the agency’ s commitment to
recognizing and addressing management problems. Failing to
report a known deficiency would reflect adversely on the agency.”

The Circular aso states that “ Management accountability isthe
expectation that managers are responsible for the quality and
timeliness of program performance, increasing productivity,
controlling costs and mitigating adverse aspects of agency
operations, and assuring that programs are managed with integrity
and in compliance with applicable law.”

Our audit identified significant deficiencies related to NPDES
permitting in the following areas which should be reported to the
Administrator.

. Timeliness of program performance. The Region
received 70 percent of the unprocessed applications
more than 4 years ago. The strategic plan provided
for addressing only 6 percent of the total universe of
permits through fiscal 1999. While the plan
indicates thiswill result in current permits for the
most environmentally significant dischargers, it is
silent on how the Region will address the rest of the

15 Report No. EIHWF7-10-0012-8100076



dischargers that need permits according to the Act.
Further, as disclosed in our audit report, the Region
has not met all important milestones in the Plan.

. Increasing productivity. Inthe last 22 years,
12 permit writersissued only 33 permits (21 major,
10 minor, and 2 general). A significant increase in
productivity will be needed to achieve a meaningful
reduction in the backlog.

. Mitigating adverse affects. The Region did not
effectively regulate dischargers and many
contributed to water quality problems.

. Management of programs in compliance with
applicable laws. There were 732 dischargersin
violation of the law because the Region failed to
issue or renew their permits. In addition, most of
the 268 dischargers, whose permits were
administratively extended, were not held to
requirements of the Water Quality Act of 1987
because the permits were issued prior to the Act.

We believe that the backlog and related deficiencies described
above impede achievement of mgor goals of the NPDES Permit
Program and should be reported to the Administrator.
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CHAPTER 3

COMPLIANCE MONITORING COULD BE IMPROVED

The Region could improve its compliance monitoring to help ensure
that dischargers comply with permit conditions and NPDES
regulations:

Compliance Inspections. The Region did not perform some
of the NPDES compliance inspections of mgjor dischargers
that it committed to in its MOA with EPA Headquarters.
Without compliance inspections, there is an increased
opportunity for permit violations to go undetected. In
addition, many inspection reports were not timely and
actions were not taken on reported problems. Asaresult,
instances of noncompliance were not corrected or not
corrected timely.

Citizen Complaints. The Region did not have adequate
procedures to track citizen complaints, document actions
taken on such complaints, and notify citizens of actions
taken. Actions were not taken on some complaints related
to permit and other NPDES violations which appeared to
warrant followup, resulting in potential adverse
environmental impact.

Some Dischargers Not Adequately Regulated. The Region
did not have procedures to ensure that dischargers under
storm water and seafood genera permits, and minor
dischargers were in compliance with permit conditions.
Some dischargers violated permit conditions and NPDES
regulations, and adversely affected water quality.

The Region did perform successfully in some other areas of its
compliance monitoring program. It met its pretreatment inspection
and audit commitments in inspection years 1995 and 1996, and also
met its NPDES compliance inspection commitment in 1996 for
Idaho. The Region'stargeting of NPDES inspections generally
appeared to be consistent with EPA guidance, and the mix of
NPDES inspection types provided adequate coverage. Also,
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COMPLIANCE
INSPECTION ACTIVITIES
COULD BE IMPROVED

Commitments Were Not
Met

compliance inspections were generally performed in accordance
with EPA’s NPDES compliance inspection manual. In addition, the
Region assured that the Whole Effluent Toxicity reports submitted
by permittees were reviewed and corrective action was initiated, as
necessary.

The Region could improve its compliance inspection activities to
help assure discharger adherence to permit conditions. In
inspection years 1995 and 1996 the Region did not perform some
of the inspections of major dischargers that it committed to in its
MOAs with EPA Headquarters. In addition, for those inspections
performed, many reports were not completed timely and violations
identified were not followed up by the Region.

The Region did not meet its compliance inspection commitmentsin
1995 for mgjor dischargersin Alaska and Idaho, and in 1996 for
dischargersin Alaska:

Year/ | Commitment | Actual Fdl
State # # Short
By (%)
1995 86 65 24%
Alaska
1995 65 56 14%
Idaho
1996 81 57 30%
Alaska

Although the regulations (40 CFR 123.26) and national EPA
guidance (NPDES Inspection Strategy) require all major
dischargers to be inspected at |east once a year, the Region
committed to alesser number with EPA Headquarters. The Region
committed to inspect from 84 to 94 percent (depending on the
State and the year) of the major dischargers (excluding placer mine
dischargers, whom Headquarters granted the Region awaiver from
inspecting due to their remote locations).

The Region stated it did not meet its commitments for compliance

inspections of mgjor dischargersin 1995 and 1996 because: (i) it
used some of its available resources to perform inspections of minor
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Reports Were Not Timely

dischargers that were not planned; and (ii) some dischargers
planned for inspection were no longer in business or the discharger
was not operating (seasonal operations) when the inspections were
planned.

Completion of fewer mgor discharger inspections than required and
committed to means less: (i) independent verification of permittee
compliance; (ii) development of enforcement information;

(ii1) improvement of permittee performance; (iv) improvement of
data quality assurance; (v) support of permit development; and
(vi) maintenance of aregulatory presence for these major
dischargers. Considering the value of inspections, and considering
that the regulations and guidance require annual inspections of al
major dischargers, we believe that the Region should implement
controls to assure that, at a minimum, MOA commitments for
inspections are met.

The reports of inspections were not provided to the Region’'s
Compliance Unit timely. From the inspection reports submitted for
inspection years 1995, 1996, and 1997, we sampled 22 to assess the
timeliness of the reports. Nine inspection reports out of our sample
of 22 were not submitted to the Region’s Compliance Unit timely.
For these nine reports, it took from 64 to 364 days from the
inspection to the date the report was received by the Compliance
Unit. The average for these nine reports was 123 days.

The NPDES Inspection Strategy states that sampling inspection
reports should be forwarded to the Compliance Unit within 45 days
of the inspection date. For nonsampling inspections, the report
should be forwarded within 30 days.

When inspection reports are not submitted timely, the Region loses
the opportunity to take timely enforcement or followup action on
inspections that identify permit noncompliance. To illustrate, one
inspection report in our sample that identified permit
noncompliance was not forwarded to the Compliance Unit until a
year after the inspection. Thus, there was a significant delay in the
Unit’s ability to initiate corrective action.

The reports were not timely because the inspectors were not aware
of the specific criterion for report timeliness. The Region advised
that its procedures would be modified to incorporate the timeliness
guidelines for submitting inspection reports, and that these
guidelines would be emphasized to the inspectors.
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No Followup On
Noncompliance

CITIZEN COMPLAINTS
NEED TO BE
ADDRESSED

For the 7 of 22 inspections that were submitted to the Compliance
Unit with identified permit noncompliance, the compliance files did
not contain any evidence indicating that the inspection results were
followed up by the Unit. Because compliance inspections are one
of the primary mechanisms used by the Region to monitor
discharger compliance, followup on results is important.

The lack of followup on inspection reports was due partly to
Compliance Officers considering such followup alower priority for
their time. However, during June 1997, the Region implemented a
procedure requiring Compliance Officers to transmit inspection
reports to the discharger with aletter pointing out permit
noncompliance issues reported by the inspector and directing the
discharger to correct the problems or face enforcement action. In
our opinion, this action, if routinely followed, will correct the
problem of not following up on inspection report results.

The Region’s procedures for documenting and taking action on
citizen complaints relating to potential permit and other NPDES
violations needed improvement. While Compliance Officers
sometimes took action on citizen complaints relating to such
violations, we noted other instances where followup was not taken.
Also, the Region did not aways provide written responses to
citizen complaints as required by the regulations.

A valuable source of information for identifying permit violators
and unpermitted dischargers (NPDES violators) is citizen
complaints. Headquarter’s Enforcement Management System
(EMS) Manua recognizes that reports and complaints from citizens
are potential sources of information for use in an enforcement
system. Regulations specify requirements for investigation and
response. 40 CFR Part 123.26 states that there should be
procedures for receiving and ensuring proper consideration of
information submitted by the public about violations. 40 CFR Part
123.27 stipulates that EPA should investigate and provide written
responses to al citizen complaints about NPDES violations.

We attribute the lack of followup on citizen complaints, in part, to
the lack of a system to record the complaint and track its
resolution. Accordingly, we believe that the Region needsto
maintain alog or establish other procedures to ensure citizen
complaints are documented and followup actions are taken and
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Citizen Complaints Are A
Good Source Of
Information

Some Complaints Did
Not Get Adequate
Attention

Coquille Indian Development

City of Tacoma

SOME DISCHARGERS
NOT ADEQUATELY
REGULATED

Background

tracked. Also, the Region needs to implement procedures to notify
the complainants regarding actions taken.

There were instances where the Region investigated citizen
complaints and effectively followed up with an enforcement action.
One involved a construction company working on an Alaska
Department of Transportation (DOT) project. There was a citizen
complaint in October 1996 which alleged storm water violations on
the project. After investigation, the Region issued an
Administrative Penalty Complaint to the contractor and DOT.

However, we identified citizen complaints related to NPDES
violations that were not followed up by the Region. The following
two examplesillustrate the Region’s lack of adequate attention to
some citizen complaints:

There was a citizen complaint about the Coquille Indian
Development in Coos Bay, Oregon that was referred by the State to
the Region in December 1995. The complaint stated that storm
water runoff from the Development had caused a creek and lake to
have turbidity problems and become very muddy. The complainant
provided pictures to illustrate the problem. Based on our review,
we concluded that no followup action had been taken by the Region
on this complaint.

The Puyallup Indian Tribe complained to the Region in June 1996
about an unpermitted discharge by the City of Tacomaon Tribal
lands. Historically, the discharge had been a source of sediment
loading to Tribal lands. While the Region advised that it was
working on an MOA that would address this issue, staff working on
the MOA advised they were not aware of the Tribe's specific
complaint, and there was no indication of Regiona followup on the
complaint.

The Region did not effectively regulate: (i) genera storm water
permit dischargers; (ii) general seafood permit dischargers; and

(1i1) minor dischargers. The Region had inadequate and inconsi stent
procedures for compliance monitoring of dischargers under the two
types of general permits. In addition, the Region did not monitor
compliance of most minor dischargers, and therefore could not
report on compliance of those dischargers as required by regulation.

EPA classifies dischargers as “major” or “minor” sources. Major
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Requirements

municipal facilities are those which have aflow of at least one
million gallons per day, a service population of at least 10,000, or a
significant impact on water quality. EPA classifiesindustrial
facilities through a separate rating system. The Region is moving
toward the Watershed approach, in which minor dischargers can be
just as important as mgjor dischargers.

The term “ storm water” represents large volumes of water that can
result from rain, snow melt, surface runoff, street washing, and
other drainage. For over a decade, EPA has attempted to develop a
workable program to control storm water discharges. Storm water
from municipal separate storm water sewers and storm water
associated with industrial point sources are considered point source
discharges under the CWA, and are addressed under the NPDES
Permit Program.

Generally, storm water discharges from industrial sources are
regulated by general permits. General permits are a management
tool designed to enable EPA to issue one permit covering a
specified class of dischargers within a defined geographic area.
Genera permits apply the same set of limitations to a group of
dischargers as would be imposed through individual permits.
Besides storm water, the Region aso issued general permits
covering Alaska seafood dischargers, oil and gas operators, and
placer miners. The Region indicated it will probably use more
general permitsin the future, as opposed to individual permits, in
order to help streamline the permitting process.

Regulations (40 CFR 123.26) state that programs shall have
procedures for receipt, evaluation, retention and investigation for
possible enforcement of all notices and reports required of
permittees (and for investigation for possible enforcement of failure
to submit these notices and reports), and that programs shall
maintain a schedule of reports required to be submitted by
permittees.

The EPA EMS Guide states that regions should have documented,
in-place pre-enforcement screening procedures that should require
the forecast of reports due within a specified period of time, and
also specific guidelines for determining obvious compliance from
noncompliance. The guidelines should at |east establish criteriato
be used to determine receipt vs. nonreceipt. In addition, there
should be an identifiable process for determining which dischargers
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General Storm Water
Permits Not Monitored

Storm Water Affects
Water Quality

have not applied for permits after being required to do so and for
following through in these cases.

Regulations (40 CFR Part 122.28) for general permits state that
dischargers shall submit a written notice of intent (NOI) to be
covered by the general permit. The NOI includes a certification
that the discharger has read the permit and will comply with all
permit requirements. The Region’s general permits for storm water
and seafood include the requirement for submittal of an NOI, as
well as various other reporting requirements.

Regulations (40 CFR Part 123.45) and national EPA guidance
(Fina QNCR Guidance) require the Region to annually submit
statistical noncompliance reports on nonmajor NPDES permittees
indicating the total number reviewed, the number of noncomplying
nonmajor permittees, the number of enforcement actions, and
number of permit modifications extending compliance deadlines.

For genera storm water permits (covering both major and minor
dischargers), the Region had no system to track discharger
compliance. The Region did not track whether the dischargers
required to be covered under the general permits had submitted the
required NOIs. Also, it did not track other reporting requirements
of general dischargers, such as the preparation or submission of
Storm Water Pollution Prevention Plans (SWPPP).

There are two reasons for the inadequate monitoring of dischargers
under general storm water permits. First, the Region disinvested in
the storm water program because it viewed it as alow priority
among competing programs. This resulted in the allocation of
minimal resources to deal with storm water compliance monitoring
and enforcement issues. Second, since many general permits were
for minor dischargers, the Region did not input reporting
requirements for dischargers under general permits into Permit
Compliance System (PCS). Instead, the Compliance Officers were
responsible for maintaining a tracking system for the general permit
separate from PCS. As aresult, we found varying degrees of
effectivenessin the different tracking systems used for dischargers
under general permits.

There is adisparity between the importance placed on storm water
issues by EPA Headquarters and the Region. Headquarters has
emphasized the importance of and placed high priority on storm
water issues, yet the Region has disinvested in this program.
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Various studies estimate that about 60 percent of dischargers
required to have storm water permit coverage are not covered (they
have not submitted the required NOI certifying that they have read
the permit and will comply with the requirements). The magnitude
of the environmental impact from point source storm water
discharges indicates that the Region has placed too low of a priority
on the storm water program, and needs to reconsider its decision to
disnvest in storm water compliance issues.

. In EPA’s Strategic Plan submitted to Congressin
September 1997, EPA stated that urban runoff is aleading
cause of water quality problems. Urban runoff causes beach
closures and shellfish bed closuresin coastal areas.
Discharges from storm drains, sanitary sewers, and
combined sewers are point source discharges. Controlling
these sources of pollution will be amajor priority for EPA’s
point source control programs in the coming 5 to 10 years.

. In areport to the Congress dated March 1995, EPA stated
that storm water discharges have been linked to one-third of
all assessed surface water quality impairments nationwide.
Significant sources of contaminated storm water include
urban runoff, industrial activities, construction, mining,
other types of resource extraction, and different commercial
activities.

. Storm water runoff from a number of diffuse sources,
including municipa separate storm sewers and urban runoff,
are the leading cause of surface water quality impairment
cited by States. States report that urban runoff/storm
sawers is the second leading source of water quality
impairment in lakes and estuaries, and the third leading
source of water quality impairment in rivers.

. Alaskareported that urban runoff is the major source of
impaired rivers and streams, and urban development is aso
the major source of pollution in 26 impaired lakes. The
State attributes impairments at 34 estuaries partly to urban
development.

. The Region reported that besides two sewage treatment
plants, major pollution sourcesin the Boise River watershed
include the many area storm drains. Storm sewers are
suspected to be a significant contributor to the water quality
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S&S Sand & Gravel
Extraction Operations

Wal-Mart Construction Site
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Kenai River Water Study
Findings

problemsin the Boise River, and several sand and gravel
operations along the river might also contribute to the
degradation of the watershed.

Our audit identified severa instances where there appeared to be an
adverse environmental effect as aresult of unregulated point source
storm water dischargersin the States of Alaska and Idaho.

The Region received many citizen complaints about a sand & gravel
operation in both Juneau and Sitka, Alaska. Both sand & gravel
pits were owned by the same operator, S&S. In Juneau, S& S had
been discharging without a permit into impaired waters for 10
years. For the Sitka operation, S& Sfirst applied for the wrong
type of permit, then sent in an inadequate SWPPP, and recently sent
in an incomplete application for the correct type of permit.
Meanwhile, S& S continued to discharge contaminated storm water.
S& S was considered to be uncooperative and has had ongoing
complaints about two of its quarriesin Alaska. Thisisan
important, high-visibility issuein Sitka. However, the Region did
not take any action against these unregulated discharges.

There were many complaints that excavated soil from aWal-Mart
construction site in Idaho was being dumped along the edge of

Sand Creek and other low lying areas, possibly wetlands. The State
sent some letters to Wal-Mart and its contractor attempting to get
corrective action, but had problems getting them to comply with the
regulations. This matter was referred to the Region in February
1996, but the Region did not followup.

There were complaints made by a citizen in late 1996 about a bark
mill in Idaho, aleging violations of air quality regulations and CWA
Section 404, wetlands regulations. The citizen alleged that the bark
mill’ s proposed expansion site was surrounded by wetlands and
runoff from stored raw bark material would flow directly into a
creek and into the wetland area, as well asthe old creek bed. The
bark mill did not have the required storm water permit, nor had the
Region addressed the apparent storm water violations at the mill.

A publication in early 1997 discussed a water-quality study by State
of Alaskaresearchersin 1994 which raised serious concerns about
the hedlth of the Kenai River in Alaska. The study indicated that
new roads, shopping centers, and storm sewers might be affecting
the Kenai River’'s health. The study noted that efforts to deal with
one of the main concerns, untreated storm sewer drains, were slow
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Moscow, ldaho Construction
Site

Sandpoint, Idaho Highway
Construction Project

General Seafood Permits
Not Monitored

in development. The Region had not done any followup on this
potential storm water-related problem.

Citizens and the city of Moscow notified the Region about
unpermitted storm water discharges at a construction site. The site
developer apparently had applied for a permit but it was not granted
because of missing information on the NOI. The Region sent the
developer aletter describing the missing information on the NOI.
However, the information was not received and the Region did not
take followup action; responsibility for the problem fell to the city
of Moscow to enforce compliance. The Lewiston Tribune reported
on thisissue in December 1995.

In November and December 1994, the State of 1daho informed the
Region of severe erosion and slope failure on a State highway
construction project which was covered by EPA’s NPDES General
Storm Water Permit. The erosion contributed a significant amount
of sediment to tributaries of Sand Creek and associated wetlands,
and the State informed the Region that the SWPPP for the project
did not meet Federa requirements. The State sent a video to the
Region which graphically showed this erosion. The Region did not
take any action as aresult of the State’ s referral.

For seafood general permits, the Region did not adequately track
compliance of dischargers covered by those permits and did not
take action when noncompliance was identified. Although the
Region had established a new system for tracking these dischargers,
the portion of the system to track reporting requirements had not
yet been implemented. The system, however, did identify that
amost 10 percent of dischargers required to submit an NOI had not
done so, yet no followup action had been taken.

Tracking compliance of dischargers under general permits was
given alow priority by the Region. When reporting requirements
were not tracked, the Region was not aerted to instances of
noncompliance with those requirements, and therefore could not
initiate enforcement action. In addition, when followup actions
were not taken on identified instances of noncompliance, those
dischargers were not effectively regulated. Because the Region
anticipates issuing more general permits as opposed to individual
permits in the future, compliance monitoring of genera dischargers
will only become more important.
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Minor Dischargers Not
Monitored

SUMMARY

RECOMMENDATIONS

Compliance of minor dischargers was another area that was not
adequately monitored by the Region. The Region had not
implemented a system for tracking minor discharger compliance. It
generally did not review or track Discharge Monitoring Reports
(DMRs) for minor dischargersin PCS. Asaresult, it could not
report on the compliance status of these permittees as required by
regulation. Also, without tracking and reporting on noncompliance
of minor dischargers, the Region was not alerted to instances of
noncompliance, and therefore could not initiate enforcement action.
The Region did not monitor compliance of most minor dischargers
because it considered those dischargersto be alow priority. Inthe
past, EPA generally considered minor dischargers to be alow
priority nationwide. However, because the Region is going toward
the Watershed approach, compliance monitoring of minor
dischargers will become more important.

The Region needs to improve its compliance monitoring of
dischargersin severa areas. The Region should meet its inspection
commitments and ensure that reports are submitted timely and
followup actions are taken on reported problems. The Region
should ensure that appropriate actions are taken on violations
reported by citizen complaints. Finally, the Region should establish
adequate and consistent procedures to ensure that dischargers
under all general permits and minor dischargers are required to
comply with permit conditions and NPDES regulations. These
improvements are needed to ensure that the Region consistently
identifies violators and takes corrective actions.

We recommend that the Regional Administrator:

3-1. Establish controlsto assure that the Region meets its
compliance inspection commitments.

3-2.  Establish procedures for inspectors to issue timely
reports.

3-3.  Assure that the Compliance Officers notify
dischargers of the results of inspections.

3-4. Establish alog or other procedures to ensure that
citizen complaints relating to potential permit and
other NPDES violations are documented, resolution

27 Report No. EIHWF7-10-0012-8100076



of complaints are tracked, and the complainant is
notified of the resolution.

3-5. Commit resources to compliance monitoring
activities for the general storm water permits.
Specifically, resources should be committed to
perform the following activities: (i) reconcile those
dischargers required to submit an NOI and those
dischargers who have submitted an NOI; (ii) send
letters to those dischargers violating the NOI
requirements; (iii) initiate appropriate enforcement
actions; and (iv) track reporting requirements
stipulated by the genera permits.

3-6. Establish and implement procedures to ensure
adequate and consistent compliance monitoring of
dischargers under al genera permits (particularly
genera permits for storm water and seafood) and
minor dischargers. At a minimum, the procedures
should include adequate tracking of: (i) dischargers
required to be covered by permits; and
(i1) discharger submittals of required reports.
Procedures should aso include appropriate
enforcement on instances of identified
noncompliance.

REGION COMMENTS The Region concurred with the recommendations and stated that it
AND OIG EVALUATION has implemented corrective action. We consider the corrective
action to be satisfactory.
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CHAPTER 4

ENFORCEMENT AGAINST SIGNIFICANT VIOLATORS

COULD BE IMPROVED

BACKGROUND

The Region did not respond in an appropriate or timely manner to
violations by dischargers that were in Significant Noncompliance
(SNC) with NPDES permit conditions. The Region did not take
formal enforcement action against 19 of the 25 dischargersin SNC
for 1 or more quarters during the period October 1994 through
December 1996. In addition, we reviewed files for 10 of those
dischargers that were in SNC for 2 or more consecutive quarters
and concluded that the Region did not have written justification for
not taking formal enforcement action against 9 dischargers. EPA’s
enforcement guidance requires that formal enforcement actions be
taken against dischargersin SNC. At a minimum, the guidance
requires awritten justification in those rare instances when formal
enforcement action is not taken. These conditions occurred
because the Region did not have effective management controls to
ensure that either appropriate and timely enforcement actions were
taken or that decisions to take no action were justified and
documented. Failure to take appropriate enforcement action
against violators weakens the effectiveness of the NPDES Program
to protect public health and the environment.

The Region took formal enforcement action consistent with EPA
guidance against 6 of the 25 dischargersin SNC during the period
of our audit. However, actions against three of the dischargers did
not meet EPA’ stimeliness guidelines of 2 months after identifying
the violation. For the three dischargers, formal enforcement action
was not taken for 5 to 8 months after the violations became known
to the Region. More timely enforcement action could lead to
quicker return to compliance with permit requirements.

The ultimate goal of the enforcement program isto improve
environmental quality through compliance with environmental laws.
EPA guidance states that the NPDES Permit Program will be
effective only to the extent that EPA is able to systematically take
timely and appropriate enforcement action against violators to
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Enforcement Actions

achieve full compliance with the CWA. EPA’s enforcement
program is designed to accomplish four major objectives:

. identify instances of noncompliance;

. return the violator to compliance;

. recover any economic advantage obtained by the
violator’ s noncompliance; and

. deter other regulated dischargers from

noncompliance.

Enforcement ranges from simple informal actions, such as phone
calls and Letters of Violation, to forma Administrative Orders, and
civil and/or criminal judicial actions. EPA can also seek substantial
monetary penalties which promote environmental compliance and
help protect public health by deterring future violations by the same
discharger and by other members of the regulated community.

Because there are powerful disincentives to compliance, such as
costly pollution control measures and inconvenient compliance
measures, enforcement evens the scale by adding a powerful
incentive in favor of compliance. Penalties promote a national level
playing field by ensuring that violators do not obtain an unfair
economic advantage over competitors who have done whatever
was necessary to comply on time.

EPA uses the EM S to trandate compliance information into timely
and appropriate enforcement actions. The EMS stipulates
minimum requirements for each of the seven basic principles
included in an effective enforcement program, such as the pre-
enforcement screening process and the formal enforcement
evaluation. The EMS aso includes a response guide that matches
types of violations to a narrow range of appropriate enforcement
responses.

40 CFR 123.45 provides requirements for listing discharger
violations and resulting regulatory enforcement action on Quarterly
Noncompliance Reports (QNCR). This regulation includes
reporting requirements for violations that meet specific, quantifiable
reporting criteria, aswell asfor violations that are more difficult to
quantify but are of sufficient concern to be considered reportable.

A subset of QNCR violations are identified as SNC. A discharger
reported in SNC indicates a violation of sufficient magnitude and/or
duration to be considered a high enforcement response priority. If
the discharger is still considered in SNC after 2 quarters and no
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Enforcement
Requirements

NO FORMAL
ENFORCEMENT ACTION

formal enforcement action has been taken, the discharger is placed
on the Exceptions List (EL).

Headquarter’s EMS Manual requires an enforcement response to

all SNC violationsin atimely and appropriate manner. Unless there
is supportable justification, the response must be a formal
enforcement action or areturn to compliance by the permittee
generally within one quarter from the date that the SNC violation is
first reported on the QNCR. The EMS intends that a formal
enforcement action be initiated before the violation appears on the
next QNCR, generally within 60 days of the first QNCR. QNCRs
are not available until 60 to 90 days after the end of quarter;
enforcement action is not expected to be initiated until the QNCR is
available. In the rare circumstances when formal enforcement
action is not taken, the Region is expected to have a written record
that clearly justifies why the alternative action (informal
enforcement action or permit modification) was more appropriate.
The EMS Manual does not provide an option for taking no action
against SNC violators.

According to the NPDES Permit Writer Training Manual, although
there are some legitimate justifications for dischargers appearing on
the EL, the EL generally indicates dischargers for which the Region
failed to handle enforcement in atimely and appropriate manner.

The Region did not take formal enforcement action against 19 of
the 25 dischargersin SNC for 1 or more quarters during the period
October 1994 through December 1996. EPA’s guidance states that
only in rare circumstances should EPA not take formal enforcement
action against dischargersin SNC. In our opinion, not taking
formal enforcement action on over 75 percent of the dischargersin
SNC does not meet the intent of this guidance. Of the 19
dischargers without formal enforcement actions, 10 dischargers
remained in SNC for 2 or more consecutive quarters, placing them
onthe EL. Also, for 9 of these 10 dischargers, the Compliance
Officer did not document the decision not to take formal action in
the compliance file, nor was there any indication of formal
concurrence in this decision by the Region’s Compliance Unit
Chief.

If appropriate and timely enforcement action is not taken against
dischargersin SNC, thereisincreased risk that dischargers will not
return to compliance timely and the deterrent effect of enforcement
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DOD Army - Fort Lewis,
WA

is lessened, increasing the risk to public health and the environment.
Without documentation justifying decisions not to take formal
action, Regiona management lacks a clear decision-making trail
necessary to provide assurance that Compliance Officers are
making enforcement decisions consistent with enforcement
guidance, leaving it open to scrutiny and, in our opinion, loss of
credibility.

The following are five examples of conditions that we found with
respect to the absence of formal enforcement actions and the lack
of documentation justifying decisions to take no such actions. The
Region did not take any action, formal or informal, against these
dischargers. These examples are from the ten dischargers
remaining in SNC for 2 or more consecutive quarters without
formal enforcement action, resulting in the dischargers being
reported on the EL. Our conclusions are based on areview of the
compliance files and discussions with the responsible Compliance
Officers.

This discharger wasin SNC for the third and fourth quarters of
fiscal 1995, and continued to violate permit conditions through
April 1997. However, no enforcement action was taken against the
discharger nor was there documentation in the file justifying the
lack of action.

As early as June 1995, the Army notified the Region that it was
going to continue to exceed its permit limit for Chlorine (Cl). The
Army justified its violation on the basis that it was necessary to
control bacterial contamination. In January and February 1996,
citizen lawsuits against Fort Lewis lead the Army to send aletter to
the Compliance Officer requesting EPA’s views on its compliance
posture. In response, the Compliance Officer advised the Army
that it had violated its NPDES permit over the past several years,
and that the violations collectively were cause for concern. The
DMRs through April 1997 show continued permit limit violations
for Cl. According to the Compliance Officer, the Army assured the
Region it would construct a new dechlorination facility.

EPA’ s enforcement guidance requires a formal enforcement action
against adischarger in SNC. In the rare circumstances when formal
enforcement action is not taken, the guidance requires
documentation justifying this decision. In our opinion, at the very
least an informal enforcement action was required when the Army
informed the Region of itsintent to violate the Cl permit limit. It
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International Seafoods,
AK

would also have been reasonable to negotiate a Compliance
Agreement stipulating enforceable milestones for completion of the
new dechlorination facility.

This discharger was in SNC from the second quarter of fiscal 1996
through the first quarter of fiscal 1997 for violating its permit limits
for its seafood processing waste discharge. 1n addition, the
discharger continued to appear as a violator on the QNCR for the
guarter ended March 1997. However, no enforcement action was
taken against the discharger nor was there any documentation in the
file justifying the lack of action.

The permit violations were the result of the discharger installing a
new fish powder processing unit that increased Total Suspended
Solids and Qil and Grease. The Compliance Officer believed that
the current permit limits were inappropriate and needed to be
revised since the discharger had changed its processing method.
The discharger did not submit an application for permit reissuance
until after the new unit went on line (permit expired in January
1997).

EPA’s enforcement guidance requires formal enforcement action in
the above circumstances to assure that the regulated community
complies with permitting requirements. In the rare circumstances
when formal enforcement action is not taken, the guidance requires
documentation justifying this decision. In our opinion, it was
reasonable to expect the new process to cause the discharger to
violate its permit effluent limits; however, the discharger should
have submitted the application 6 months before the new process
went on line. Therefore, it would have been appropriate for the
Region to pursue an enforcement action.
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City of Twin Falls, ID

Cook Inlet Processing, AK

International Seafoods Processing Plant

This discharger was in SNC from the third quarter of fiscal 1996
through the first quarter of fiscal 1997 for violating its permit
effluent limits for nitrogen and ammonia. The discharger returned
to compliance for the quarter ended March 1997. During the
period of SNC, no enforcement action was taken against the
discharger nor was there any documentation in the file justifying the
lack of action.

The Compliance Officer was considering an enforcement action,
and had been waiting to see if the discharger would be on the SNC
list for the second quarter of fiscal 1997. While EPA’s enforcement
guidance provides some latitude for violators that return to
compliance, the guidance also requires documentation justifying a
decision to take no action. In our opinion, a discharger in SNC for
3 consecutive gquarters requires at the very least an informal
enforcement action, such as a Letter of Violation.

This discharger was in SNC from the second quarter of fiscal 1995
through the first quarter of fiscal 1996 for violating its permit
effluent limits for both its seafood processing waste discharge and
its sanitary wastewater discharge. In addition, the discharger
continued to appear as aviolator on the QNCR for the quarter
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Far os Seafoods, I nc, AK

ended March 1997. However, no enforcement action was taken
against the discharger nor was there any documentation in the file
justifying the lack of action.

Concerning the sanitary wastewater discharge, the Compliance
Officer believes that the discharge has no impact on the
environment and has been just trying to get the discharger to get its
treatment system to work so it could meet its permit limits.
Apparently the permittee was working on the problem, but had
been working on it for 7 years. Although the EL stated that this
violation was under enforcement review, the Compliance Officer
does not intend to take any informal or formal enforcement action
regarding this sanitary discharge.

EPA’ s enforcement guidance requires aformal enforcement action
against adischarger in SNC. In the rare circumstances when formal
enforcement action is not taken, the guidance requires
documentation justifying this decision. In our opinion, the guidance
requires the Region to go on record concerning the violations for
the sanitary wastewater discharge, by at least taking an informal
enforcement action, such as a Letter of Violation.

This discharger wasin SNC for the first and second quarters of
fiscal 1995 for failure to submit DMRs. During this period, no
enforcement action was taken against the discharger nor was there
any documentation in the file justifying the lack of action.

The Compliance Officer believed that since the discharger was very
small, it would not have the resources to pay a penalty without
going into default. The Compliance Officer evidently knew the
discharger was on the verge of shutting down, and the discharger
did eventually cease operations.

EPA’ s enforcement guidance does not indicate that enforcement
can be waived for economic reasons. The guidance directsthat in
the rare circumstances when formal enforcement action is not
taken, documentation is required justifying this decision. In our
opinion, even though it was a small discharger by comparison, it
was classified as a“major” discharger by EPA, and having a non-
quantified discharge for severa months and not being cited by the
Region is questionable. The Region should have at |east taken an
informal enforcement action, such as a Letter of Violation.
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ENFORCEMENT ACTION
NOT TIMELY

Formal enforcement action was taken against 6 of the 25
dischargersin SNC for 1 or more quarters during the period
October 1994 through December 1996. The enforcement
mechanisms used were consistent with Agency guidance.
However, actions against three of the dischargers did not meet
EPA’s timeliness guidelines of action within 2 months after
identifying the violation. For the three dischargers, formal
enforcement action was not taken for 5 to 8 months after being
reported in SNC. More timely enforcement action could lead to
quicker return to compliance with permit requirements.

The delays in formal enforcement action against the three
dischargers are discussed below:

. Hecla Mining (ID) was reported in SNC for the
fourth quarter of fiscal 1995 through the first
quarter of fiscal 1996. While the Region met with
the discharger in March 1996 to discuss its
violations, an enforcement action (a penalty) was
not proposed until August 1996, or 8 months after
the violations were known to the Region.
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INEFFECTIVE
MANAGEMENT
CONTROLS

. Sunshine Precious Metals (ID) was reported in
SNC for the fourth quarter of fiscal 1996 through
the first quarter of fiscal 1997. An enforcement
action (a penalty) was not proposed until May
1997, or 5 months after the violations were known
to the Region.

. The City of Hailey (ID) was reported in SNC for
the first and second quarters of fiscal 1996. An
enforcement action (an Administrative Order) was
not issued until August 1996, or 5 months after the
violations were known to the Region.

We attribute the underlying causes of inadequate enforcement and
documentation for dischargersin SNC to: (i) the Region not
having sufficient controls to ensure that appropriate and timely
enforcement actions were taken; and (ii) Regiona management not
emphasizing the importance of Agency guidance requiring formal
enforcement action against dischargersin SNC. We believe a
good starting point for corrective action would be for the Region
to update its written EM S to be consistent with the Headquarter’s
EMS and the Agency’ s enforcement policy for SNC violators. In
addition, the Region should implement procedures to document
decisonsin those rare circumstances when formal enforcement
action is not taken. These documentation procedures should
require written concurrence by Regional management.

Although EPA Headquarters requires all regions to have a written
EMS that is consistent with the Headquarter’s EM S, Regional
management informed us that its EMS Manual was outdated.
Consequently, it had not required Compliance Officersto follow it.
Since the EM S is aprocess to collect, evauate, and trandate
compliance information into appropriate and timely enforcement
actions, without a current EM S in place and implemented, the
Region was not efficiently and effectively performing these
functions. The Region advised during the audit that it has already
assigned staff to update its EMS Manual.

I nadequate documentation occurred because Compliance Officers
were not required to document in the compliance files decisions
not to take formal enforcement action against dischargersin SNC.
Compliance Officers may not be aware of the requirement to
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RECOMMENDATIONS

document decisions to take no formal enforcement action, or they
may not consider it apriority for their time. In addition, decisions
were not subject to formal written concurrence by the Region’s
Compliance Unit Chief. The Region advised that in the past it
used a Violation Notification Form to record enforcement
decisions, but use of that form was discontinued several years ago.
Review of compliance files revealed that the Region also
sometimes used a Record of Decision form to record enforcement
decisonsin the past.

REGION COMMENTS
AND OIG EVALUATION

We recommend that the Regional Administrator:

4-1.  Implement controlsto ensure that: (i) appropriate
and timely enforcement actions are taken against
dischargersin SNC; and (ii) the importance of
Agency guidance requiring formal enforcement
action against dischargersin SNC is emphasized to
the Compliance Unit staff. Asafirst step, the
Region should update and implement its EMS
Manual, ensuring its consistency with the
Headquarter's EM S and the Agency’ s enforcement
policy for SNC violators.

4-2. Ensurethat all decisions not to take formal
enforcement action against SNC violators are
justified and adequately documented in the
compliance file. This could be accomplished
through a standard Record of Decision form
completed by the Compliance Officer and signed by
the Compliance Unit Chief.

4-3.  Implement procedures that require the Compliance
Unit Chief to provide written concurrence in all
decisions to take no formal action against violators
in SNC.

The Region concurred with the recommendations and stated that it
has either implemented or is in the process of implementing
corrective actions. We consider the corrective actions
implemented or proposed to be satisfactory.
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CHAPTER 5

MANAGEMENT REPORTING SYSTEM COULD BE MORE
CURRENT AND COMPLETE

The Region’s management reporting system for NPDES permit
information isthe PCS. The PCS was generaly current and
complete, except for new or renewed permits. The Region did not
input permit effluent limits and reporting requirements into the PCS
timely and completely for dischargers receiving new or renewed
permits. For four major dischargers, permit effluent limits were not
input for an average of 4 months after the permit wasissued. Also,
for six of the eight new permits, reporting requirements were not
input to PCS. Without current and complete permit information,
QNCRs generated from the PCS were not an effective tool for
identifying violations for dischargers with new or renewed permits.
The PCS was not updated timely for new or renewed permits
because the Region had not given high enough priority to this
effort.

BACKGROUND The PCSis EPA’s national data base for NPDES data. EPA
established the PCS to provide an overall inventory for the NPDES
Permit Program. PCSisaso used by the Region as an operational
and management tool for tracking permit issuance, compliance, and
enforcement.

Information on a discharger’s permit effluent limits and reporting
requirements are intended to be current and complete in PCS.
Regional staff are responsible for inputting effluent limits and
reporting requirements for permitsinto PCS. Regional practice
provides that input is to be documented by the staff initialing and
dating the new or renewed permits at the time of entry into PCS.

The PCS generates DMRs to assist dischargers in reporting their
effluent data to the Region for input to PCS. PCS also includes
provisions for inputting data on compliance with reporting
requirements such as, due dates for plans, reports, inspections, and
construction milestones.

39 Report No. EIHWF7-10-0012-8100076



INFORMATION ON NEW
PERMITS WAS NOT
INPUT TIMELY OR
COMPLETELY

New Permit Effluent
Limits Were Not Input
Timely

Reporting Requirements
Were Not Always Input
to PCS

PCS generates the QNCR to assist the Region in monitoring
compliance with permit effluent limitations and reporting
requirements. EPA regulation 40 CFR 123.45 established QNCRs
as atracking mechanism for dischargers that violate their permit
effluent limits and/or reporting requirements. The QNCR isonly
useful asatool to identify permit violations if the underlying PCS
information on the discharger is current and complete.

The information in PCS for dischargersin the States of Alaska and
|daho was generally current and compl ete, except for new or
renewed permits. The Region did not input permit effluent limits
and reporting requirements into the PCS timely and completely for
dischargers receiving new or renewed permits. Effluent limits were
not input timely and reporting requirements were not always input
to PCS.

The Region issued new permits to nine major dischargers during
our audit period. We compared the date of the permit for these
major dischargers with the date the permit effluent limits were input
to PCS. For five of the permits, we could not determine the date of
input because the permit had not been annotated with the PCS entry
date. For the other four permits, the average time between permit
issuance and PCS input was almost 4 months as shown below:

Date of Date of Dday in
Permit No. Permit PCS Input [ nput
AK0022942 12-23-94 03-01-95 68 days
AKO0028657 04-29-96 09-06-96 130
ID0027090  05-02-95 08-02-95 92
IDO000019  10-01-96 03-31-97 181
Average 118 days

Reporting requirements for new and renewed permits were not
aways being input to PCS. We judgmentally selected eight new
permits with various plans and reports required to be submitted to
the Region. These eight permits had requirements for 35
plan/report due dates. We compared these permit reporting
requirements with information in PCS. The PCS had not been
updated for six of the permits, and due dates for 23 of the
plans/reports were not in PCS. Examples of this condition are
detailed below:
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QNCRs ARE
INEFFECTIVE AS AN
ENFORCEMENT TOOL

. Permit No. AK0022543 Anchorage-Eagle River. The
permit was issued on April 12, 1995 with due dates for
five plansg/reports. Asof May 16, 1997, due dates for
three of the plans/reports had not been input to PCS.

. Permit No. AK0037303 Trident Seafoods-Akutan. The
permit was issued on April 29, 1996 with due dates for
six plang/reports. Asof May 16, 1997, due dates for six
of the plans/reports had not been input to PCS.

. Permit No. ID0O000019 Potlatch Corp.-St. Maries. The
permit was issued on October 1, 1996 with due dates
for three plang/reports. As of May 16, 1996, due dates
for three of the plans/reports had not been input to PCS.

For those dischargers whose new permit effluent limits and
reporting requirements were not input timely or not input at all, the
PCS was not an effective tool to detect noncompliance with the
permit conditions; and violations were not reflected in the
generated QNCRs. This QNCR weakness reduced the Region’s
ability to identify and take timely enforcement action against
violators.

We identified severa instances where permit violations should have
been reflected in a QNCR, but were not. These violations involved
non-reporting of effluent data as well as non-submittal of
plans/reports as required. Examples of the violations that we noted
include:

Non-reporting of effluent data limits:

. Permit No. AK0022543 Anchorage - Eagle River. This
discharger did not submit DMRs for new effluent limits
for 4 months after the effective date of its permit.

. Permit No. ID0000019 Potlatch - St. Maries. This
discharger did not submit DMRs for new effluent limits
for 6 months after the effective date of its permit.

Non-submittal of plans/reports as required:

. Permit No. AK0022543 Anchorage-Eagle River. This
permit required that a progress report on the preparation
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REGIONAL GUIDANCE
NEEDS IMPROVEMENT

of a Sludge Disposal Contingency Plan and a Sludge
Sampling Report be submitted to the Region in May
1996. The Contingency Plan was not submitted until
November 1996 (6 months late) and the Sampling
Report was not submitted until August 1996 (3 months
late).

. Permit No. AK0028657 Unisea-Dutch Harbor. This
permit required that a Seafloor Monitoring Plan be
submitted to the Region 60 days before the survey
occurred (December 2, 1996) and a Visual Monitoring
Plan be submitted by May 31, 1997. The Seafloor
Monitoring Plan was not provided to the Region until
August 12, 1997 (over 10 months late). The Visual
Monitoring Plan was not provided until August 12,
1997 (over 2 months | ate).

All of the above violations were subject to enforcement actions by
the Region. However, the Region advised that it would not
normally initiate enforcement action for such violations; particularly
for the failure to submit DMRs on new effluent limits. The Region
advised that it was partly at fault because it had not provided the
dischargers preprinted DMRs with the new effluent limits. We
believe that the Region’ s perspective increases the importance of
assuring that new permit effluent limits and reporting requirements
are input timely to PCS.

The new or renewed permit effluent limits and reporting
regquirements had not been input timely to PCS because the Region
had not established priorities for PCSinput. Input of new permit
effluent limits and reporting requirements receive low priority
compared to DMR data input. We believe that the Regional
management should set written priorities for the timely input of new
and renewed permit requirements into the PCS. Procedures should
also ensure that staff follow the Region’s practice of documenting
the input of new permit requirements into the PCS with initials and
dates of input written on the permits.
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RECOMMENDATIONS We recommend that the Regional Administrator:

5-1.  Establish written priorities and procedures for PCS
input that ensure that new permit effluent limits and
reporting requirements are input into the PCS as soon as
the permit is effective.

5-2.  Improve procedures to ensure that the entry date of new
permit effluent limits and reporting requirements into the
PCS are documented on the permit with the date of
entry and initials of personnel making entries.

REGION COMMENTS The Region concurred with the recommendations and stated that it

AND OIG EVALUATION has either implemented or isin the process of implementing
corrective actions. We consider the corrective actions implemented
or proposed to be satisfactory.
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APPENDIX A

AUDIT SCOPE AND METHODOLOGY

This section describes the audit scope and methodol ogy, including
sample selection for our review of permits, applications, compliance
inspections, enforcement activities, and management reporting.

We performed our audit in accordance with the Government
Auditing Standards issued by the Comptroller Genera of the United
States. Audit fieldwork was performed between March 1997 and
September 1997. The audit covered management controls in effect
for the period October 1994 to March 1997. In addition, we
reviewed the Region’s progress on its Comprehensive Plan through
September 30, 1997. Our audit focused primarily on the
nondelegated States of Alaska and Idaho.

We interviewed officials in the Region's Office of Water and the
operation offices in Alaska and Idaho. We reviewed applicable
laws, regulations, and directives and examined records maintained
by the Region.

The scope included areview of management controls associated
with: (i) permit issuance and renewal; (ii) compliance monitoring;
(ii1) enforcement; and (iv) management reporting system. We
obtained an understanding of management controls through
inquiries, observations, and inspections of documents and records.
We assessed the control environment, policies and procedures, and
risk for the four program areas listed above.

The management control deficiencies that were identified in the
audit are described in the report, along with recommendations for
corrective actions. We also reviewed the Region’s 1997 annual
FMFIA assurance letter to the Administrator.

Permit Sampling Our review of permitsincluded ajudgmental sample of 18 out of 33
permits issued for the States of Alaska and Idaho. The sample
included amix of: genera, municipal, industry, and Federa
dischargers.
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Application Sampling We judgmentally selected a sample of 52 out of 301 applications
from dischargers in the States of Alaska and Idaho that were
received between October 1992 and March 1997. The sample
included amix of categories where the applicant never received a
permit, the permit expired and had not been administratively
extended, and the permit expired and it was administratively
extended. The sample also included a mix of municipals and

industries.
Compliance We selected a judgment sample of 22 compliance inspections,
I nspection Sampling including 13 mgor dischargers (municipal and industrial) for Alaska

and Idaho out of 291, and 9 miscellaneous dischargers such as
Federal, Tribal, and minor for the States of Alaska, Idaho, and
Washington. The sample also included a mix of the two inspection
types reported and included inspections during inspection years
1995, 1996, and through April 18, 1997.

Enforcement We reviewed all 25 dischargers that were reported by PCS as being
Sampling in SNC for aquarter or more. The 25 dischargersin SNC were a

mix of municipals and industries in the States of Alaska and Idaho,
and a Federal discharger in the State of Washington. The time
period included fiscal 1995 through the first quarter of fiscal 1997.

M anagement Our review of management reporting included a judgment sample
Reporting Sampling of 24 monitoring reports and 35 compliance plans and reports.

These samples were from the permit sample of 18 issued permitsin
the States of Alaska and Idaho.
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APPENDIX B

ACRONYMS
AK Alaska
Cl Chlorine
CFR Code of Federal Regulation
CWA Clean Water Act
DMR Discharge Monitoring Report
DOT Department of Transportation
EL Exceptions List
EMS Enforcement Management System
FMFIA Federal Managers Financial Integrity Act of 1982
GP Genera Permit
ID Idaho
MOA Memorandum of Agreement
NOI Notice of Intent
NPDES Nationa Pollutant Discharge Elimination System
NPU NPDES Permit Unit
oIG Office of Inspector General
OR Oregon
ORC Office of Regiona Counsel
PCS Permit Compliance System
OQONCR Quarterly Noncompliance Report
RA Regional Administrator
SNC Significant Noncompliance
SWPPP Storm Water Pollution Prevention Plan
TMDL Total Maximum Daily Load
WA Washington
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APPENDIX C

REGION RESPONSE TO DRAFT REPORT

Attached is the Region’s comments to the draft report.
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UNITED STATESENVIRONMENTAL PROTECTION AGENCY
REGION 10

1200 Si xth Avenue
Seattl e, Washington 98101
JAN 2 3 1998
Reply To
Attn OF: OW130

VEMORANDUM

SUBJECT: Draft Report on Region 10's NPDES Permt Program Draft
Report No. El HWF7-10-0012

FROM Chuck C arke
Regi onal Adm ni strat or
EPA Regi on 10

TO. Truman R Beel er
Di visional Inspector CGeneral for Audits
Western Audit Division

Thank you for providing us the opportunity to review the draft
report on the Region's NPDES Permt and Conpliance Program CQur
responses are attached for your consideration in preparing the final
report. Since the draft position papers were prepared, we have
conpleted certain tasks and have outlined themin the attachnent.
Where appropriate, we have provided target dates for addressing other
recommendat i ons.

We are conmmtted to managi ng an effective NPDES program and
general ly accept the recommendations in the report. Qur attention
will continue to be focused towards priority watersheds that have been
significantly inpacted by point sources and targeted significant
categories of dischargers.

Please informus if you wish to discuss our responses. | have
asked that Roger Mchnick, Assistant Director, Ofice of Water
(206) 553- 1216, be our contact person.

Attachnments

cc: Charles Reisig, O G Team Leader
Janet Tursich, O G Auditor-in-Charge
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EPA Regi on 10 Response to the O G s NPDES Draft Audit Report
A. NPDES Permt Program

Recomendati on 2-1: Report the backlog of NPDES permt applications as
a material weakness in the next annual FMFI A assurance letter to the
EPA Adm ni strator.

Non-concur. The Regi on acknow edges the backlog. As outlined in the
report, a strategic plan has been devel oped and is being inpl enented
to address the backlog. 1In addition, the Region hired a permt witer
in 1997 and expects to hire another one in FY 98. The Region's policy
is to continue to focus its limted permt resources, in the near
term on point sources |ocated in the highest priority watersheds,

sel ected major industrial categories and on New Source applicants.

Qur eventual goal will be to address all applications. Finally, as
was stated in the report, the data base the Region used to estimate
its permit workload in its strategic plan is outdated and is being
updated. Initial estimates are that the backlog will decrease by at

| east 33 percent. Gven the above, the Region feels that reasonable
steps are being taken to address the backl og.

Recomrendati on 2-2: Aggressively nonitor Qbjective 1, tasks 3, 4, and
5inthe Plan to hel p assure issuance of permts to strategically
targeted di schargers by Septenber 30, 1999. Recommendati on 2-3:

Moni tor the acconplishnment of all tasks identified in the Plan
relating to elimnating the permt backl og.

Concur w th comrent

1 Task 3, (permt witers develop individual permt workplans) is
conpl eted. The individual workplan is a tool that permt witers
are enploying to manage their individual projects. However, the
nost inportant task was assigning the permts to the individual
permt witers for the next 3 years (Task
3). This was conpleted during the first quarter of FY 97

Task 5 (re-evaluating Tier 1 permts) was conpleted and wll be re-
eval uat ed each year
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The watersheds identified in the report are high priority for the
Region. The permts associated with these watersheds are
contained in the unit plan as priority facilities for permtting.
In addition, the md-reach of the Mddle Snake River in Idaho is
a high priority watershed. EPA conpleted 3 TMDLs in Unal aska Bay
and issued permts to the affected facilities. There is one
remaining “Major"” facility (Westward) which is schedul ed for

i ssuance in FY98.

It is hard to predict inpedinents to issuance of the permts. O
particul ar concern is Endangered Species Act Consultation. Many
of the high priority facilities discharge to waterbodies with
listed or threatened species. EPA cannot issue permts until the
Region is in receipt of an approval letter fromthe affected
Service(s).

TH' S PORTI ON OF THE RESPONSE DELETED BECAUSE OF CHANGES
MADE I N THE FI NAL AUDI T REPORT

1 Page 8, Table of applications: There are only a few

“maj ors" wi thout permts and/or whose permt could not be
adm nistratively extended. They are listed as Tier 1
facilities in the Unit Pl an.

53 Report No. EIHWF7-10-0012-8100076



The current permt status for Tier 1 permts in the Unit Plan
is: permts issued (14), public notice awaiting state
certification (6), at public notice (14), permts being
drafted (24), additional permts targeted in FY 98 for
drafting (17). This represents approximately 75% of the
facilities identified as Tier 1.

B. NPDES Conpliance Program

Recommendati on 3-1: Establish controls to assure that the Region
meets its conpliance inspection conmtnents.

Concur with comrent. Region 10 NPDES Conpliance Unit (NCU) has
established a process to ensure that the targeted inspections reflect
the commtnents. W have also initiated an inspection tracking
programthat will nonitor our progress and enable us to nmake any
necessary md-course corrections. However, at tines the NCU may not
i nspect 100% of the major dischargers or facilities on the conmm tnent
list if other dischargers are deened to be of greater environnental
concern. EPA HQ concurs with this approach. For instance, sone

m nor di schargers pose |arger environnental concerns than |isted

maj ors. I n such cases, environnental protection nust take precedent.
The NCU will target 85-90% of all majors during the inspection

pl anni ng process at the beginning of each fiscal year. Those not
inspected will be a high priority the follow ng year.

Corrective action process inplenented 4th Q FY97

Recomendati on 3-2: Establish procedures for inspectors to issue
tinmely reports.

Concur with comrent. Region 10 NPDES Conpliance Unit (NCU) has
establ i shed i nspection report submttal dates of 45 days for sanpling
i nspections and 30 days for evaluation inspections as stated in the
|G report. Due diligence will be utilized to adhere to the
stipulated tinme franes. |Inspection dates and report submttals wll
be nore closely tracked by the NPDES data managenent support group
and the Unit Manager. W have al so devel oped a gui dance docunent for
witing inspection reports and have forwarded it to the inspectors.
In the transmttal nmeno for the guidance, we have stated that the
reports should in nost cases be submtted within two weeks. This
time frane is an internal target and is intended to provide a buffer
to ensure that 30 and 45 day official targets are net. During the
FY97
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dairy initiative the average time for conpleted reports for the 64
i nspections was two weeks.

Corrective Action established 4th Q FY97

Reconmendati on 3-3: Assure that the new procedures requiring
Conpliance Oficers to notify dischargers of the results of
i nspections continue to be consistently inplenented.

Concur with comrent. Conpliance Oficers have been notified that

i nspection reports are to be forwarded to the facilities imredi ately
after conpletion. |In addition, we have inplenented an inspection
report routing formwhich provides detailed witten instructions as
wel | as due dates for each activity for each person involved in the
forwardi ng of inspection reports.

Corrective action inplenmented 3rd Q FY97

Reconmendati on 3-4: Establish a |log or other procedures to ensure that
citizen conplaints relating to potential permt and other NPDES

viol ations are docunented, resolution of conplaints are tracked, and
the conplainant is notified of the resol ution.

Concur with comrent. The Seattle based NCU staff has initiated the
foll ow ng conpliance tracking system conplaint received, follow up
action, and potential enforcement action. Conplainant wll be
notified of foll owup action, when requested.

Corrective action inplenmented 4th Q FY97

Recommendation 3-5: Conmt resources to conpliance nonitoring
activities for the general stormwater permts. Specifically,
resources should be commtted to performthe followng activities: (i)
reconciliations between those dischargers required to submt an NO
and those di scharges who have submtted an NO; (ii) send letters to

t hose di schargers violating the NO requirenents; (iii) initiate
appropriate enforcenent actions; and (iv) track reporting.

Requi renents stipul ated by the general permts.

Concur with comrent. No additional resources are being planned beyond
what is now allocated by Region 10 for stormwater nonitoring
activities. However, as discussed earlier, environnental concerns
including stormwater activities warranting EPA actions will take
precedent over other concerns.
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Region 10 is also attenpting to track those facilities required to
submt NOs and those facilities that are currently doing so.
Additionally, notices of violation are being sent to nonconpliant
facilities and appropriate enforcenment actions are being taken. For
exanple, the NCU recently initiated and settled a storm water
violation case with the Al aska Departnent of Transportation. The NCU
is also currently investigating two other potential stormwater

viol ation cases in Al aska and Washi ngt on.

Corrective action inplenmented | st Q FY97

Recommendati on 3-6: Establish and inplement procedures to ensure
adequat e and consi stent conpliance nonitoring of dischargers under al
general permts (particularly general permts for stormwater and

seaf ood) and m nor dischargers. At a mninmum the procedures should

i ncl ude adequate tracking of: (i) dischargers required to be covered
by permts; and (ii) discharger submttals of required reports.
Procedures shoul d al so i ncl ude appropriate enforcenent on instances of
i dentified nonconpliance.

Concur with comrent. The NCU has recently initiated a new conpliance
nmonitoring systemternmed the NPDES Conpliance Eval uation Program
(NCEP). This new systemw ||l enable the Unit to evaluate the
conpliance status of any facility submtting DVRs including mnors.
The NCEP is intended to suppl enent the existing conpliance nonitoring
systens, such as PCS. The focus for NCEP will be those facilities
that are priority sector facilities or those located in priority
wat er sheds. The NCU manager and the Data Tracki ng Coordi nator wil|
meet on a nonthly basis to evaluate the conpliance information from
the nonitoring systemand, with input fromthe conpliance officers,
will determ ne the appropriate enforcenent actions. The NCU manager
has also recently initiated quarterly conference calls with
headquarters to di scuss pendi ng enforcenent actions.

Corrective action inplenented | st Q FY98.
Recommendation 4-1: Inplenment controls to ensure that: (i) appropriate
and tinely enforcenent actions are taken agai nst di scharges in SNC,

and (ii) the inportance of Agency gui dance requiring fornal
enf orcenment actions agai nst dischargers in SNC
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i s enphasized to the Conpliance Unit staff. As a first step, the
Regi on shoul d update and inplenent its EMS Manual, ensuring its
consi stency with Headquarters’'s EMS and the Agency's enforcenent
policy for SNC viol ators.

Concur with comrent. The NPDES Unit Manager and the Data Managenent
Coordi nator have recently initiated quarterly conference calls with
Headquarters Enforcenent Coordi nator to decide appropriate
enforcenment actions for facilities on the SNC. The NCU is also
currently updating the EMS process to be consistent with Agency
guidelines. This should be conpleted by March 1, 1998. |In addition,
NCEP will alert the conpliance officers of the facilities that are
nearing SNC. This information will be used to proactively deal with
facilities nearing SNC

Corrective action conpleted 2nd Q FY98.

Recomendati on 4-2: Ensure that all decisions not to take forma
enforcenent action against SNC violators are justified and adequately
docunented in the conpliance file. This could be acconplished

t hrough a standard Record of Decision formconpleted by the
Conpl i ance O ficer and signed by the Conpliance Unit Chief.

Concur with coment. The Conpliance Oficers and Unit Manager wl |
i mredi ately begin to use standard Record of Decisions forns.
Additionally, "no enforcenent actions”" will be discussed with
Headquarters Regional Coordinator via nonthly conference calls.

Corrective action inplenented 2nd Q FY98.

Recommendati on 4-3: Inplenment procedures that require the Conpliance
Unit Chief to provide witten concurrence in all decisions to take no
formal action against violators in SNC

Concur comment. See above response under 4-2.

Recommendation 5-1: Establish witten priorities and procedures for
PCS input that ensure that new permt effluent limts and reporting
requi renents are input into the PCS as soon as the permt is
effective.

Concur with coment. The witten priorities and procedures for PCS
i nput are already docunented in the PCS Quality Assurance

Gui dance Manual, dated August 1992. The NPDES Conpliance Unit's data
quality objectives for tineliness, accuracy, conpleteness and
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consistency will be at |east as stringent as the national standards
summari zed in Tables 2 and 3 of that docunent (tables avail able on
request). The NCU has al so established a procedure whereby after a
permt is coded/updated in PCS, the data entry staff provides the
conpliance officer with the permt, a Limtations Sumary Report, and
Conpl i ance Schedul e Report to review for data conpl et eness and
accuracy.

Corrective action inplenmented 2nd Q FY98, conpleted 4th Q FY98.

Recomendati on 5-2: I nprove procedures to ensure that the entry date
of new permt effluent limts and reporting requirenents into the PCS
are docunented on the permit with the date of entry and initials of
per sonnel making entries.

Concur with comment. The NCU s data entry staff will ensure that they
docunent the date of data entry and initial the permt. The NCU has
recently initiated a backup systemto catch undocunented permts
before they are filed in the adm nistrative records by instructing the
file clerk to flag and return any permts not docunented to the data
entry staff.

Corrective action inplenmented 2nd Q FY98, conpleted 4th Q FY98.
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APPENDIX D

REPORT DISTRIBUTION

Office of Inspector Genera

Acting Inspector General (2410)
Deputy Assistant Inspector General for Internal Audits (2421)

EPA Headguarters Office

Assistant Administrator for Office of Water (4101)
Assistant Administrator of Office of Enforcement and Compliance Assurance (2201A)

Agency Followup Officia (2710)

Agency Followup Coordinator (3304)

Associate Administrator for Regional Operations and State/L ocal Relations (1501)
Associate Administrator for Congressional and Legidative Affairs (1301)
Associate Administrator for Communications, Education and Public Affairs (1701)

Region 10

Regiona Administrator
Director, Office of Water
Audit Followup Coordinator
Regiond Library
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