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This report is one of the high-risk series reports, which 
summarize our findings and recommendations. It 
describes our concerns over the Environmental 
Protection Agency’s (EPA) management of the Superfund 
program. In view of the escalating costs of hazardous 
waste cleanups and the growing constraints on federal 
resources, it focuses on the need for informed judgments 
to allocate resources among competing environmental 
protection needs. It also discusses EPA'S limited recovery 
of Superfund cleanup costs from private parties and 
inadequate attention to contract management. 

Copies of this report are being sent to the President-elect, 
the Democratic and Republican leadership of the 
Congress, congressional committee and subcommittee 
chairs and ranking minority members, the 
Director-designate of the Office of Management and 
Budget, and the Administrator of the Environmental 
Protection Agency. 

Charles A. Bowsher 
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O V H V h ? W  
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(Supe r - fund ) , wh ich  is pr imar i ly  fin a n c e d  by  
a  tax  o n  c rude  oi l  a n d  cer ta in chemica ls  a n d  
by  a n  env i r onmen ta l  tax  o n  co rpora tions . 
Federa l  agenc ies  c a n n o t use  th e  S u p e r - fu n d  
to  fin a n c e  the i r  c leanups  b u t ins tead m u s t 
re ly  o n  th e  agenc ies’ annua l  app rop r ia tions . 

T h e  P rob lem A n  e ffo r t as  cost ly as  ou r  n a tio n ’s haza rdous  
was te  c leanup  p rob lem shou ld  b e  just i f ied 
o n  ev idence  th a t expend i tu res  wi l l  resul t  in  
c o m m e n s u r a te  b e n e fits to  h u m a n  hea l th  a n d  
th e  env i r onmen t. Howeve r , S u p e r - fu n d  
expend i tu res  have  n o t b e e n  b a s e d  o n  a n  
a d e q u a te  compar i son  o f th e  sites’ r isks wi th 
o the r  env i r onmen ta l  p rob lems . 

S u p e r - fu n d ’s e n o r m o u s  pro jec ted costs a lso  
undersco re  th e  n e e d  fo r  e fficient p r o g r a m  
admin is tration. W e  have  f requen tly repor te d , 
howeve r , th a t d e f ic iencies in  E P A ’S  e ffo r ts to  
recover  costs from  respons ib le  pa r ties  a n d  in  
its m a n a g e m e n t o f con tractors have  
inc reased  expenses  unnecessar i ly .  

T h e  Causes  S o m e  exper ts th ink  haza rdous  was te  sites 
a re  a  lesser  concern  th a n  o the r  
env i r onmen ta l  th rea ts, such  as  g loba l  
a tmospher i c  changes . B u t today , th e  federa l  
g o v e r n m e n t lacks a n  a d e q u a te  system  fo r  

,.. 
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The Superfund program was created in 1980 
as a short-term project to clean up the 
nation’s worst hazardous waste sites. At that 
time, the extent and severity of the country’s 
hazardous waste problems were thought to 
be limited. Although a definitive cost 
estimate for completing the cleanup effort 
has yet to be determined, it is clear that in 
the coming decades, cleanup of thousands of 
Superfund sites, hundreds of which are 
owned by the federal government, could cost 
hundreds of billions of dollars. 

The actual level of future funding will 
depend on federal budget constraints and 
the priority assigned to the cleanup effort 
relative to other national needs. Since fully 
funding the cleanup will be difficult at best, 
efficient use of whatever funds are made 
available for cleanup is vital. The better the 
effort is managed by the Environmental 
Protection Agency (EPA), the greater the 
likelihood that more cleanups will be 
completed, resulting in better protection of 
human health and the environment. 

The Super-fund law requires the parties that 
are responsible for contaminated sites to 
clean them up or to reimburse EPA for the 
cleanups it performs. To pay for EPA 
cleanups, the law established a trust fund 
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specifically, EPA failed to properly control 
contractors’ costs or reduce Super-fund’s 
vulnerability to excessive damage claims 
resulting from contractors’ negligence. 

GAO's 
Suggestions for 
Improvement 

EPA has taken positive steps to address some 
of these problems. For example, it has begun 
to develop a risk-based planning approach 
that would give priority to problems posing 
the greatest danger. Also, EPA has worked 
harder to compel responsible parties to 
perform cleanups themselves and has 
recently proposed new regulations for 
recovering more of its costs. The agency has 
also placed new emphasis on monitoring 
contract costs. 

..: ,\,. 
.‘, 

,_’ 
., l., , ). 

-,, , ., , ‘/ . . I 

: 

These actions alone, however, are unlikely to 
solve Superfund’s problems. We have 
recommended additional steps, among them 
that EPA work with the Congress to reorder 
its budget priorities to reflect the relative 
risks of environmental problems. We also 
said that EPA should place more emphasis on 

recovering program costs-for instance, by 
working to recover more of its costs and by 
keeping better records of negotiations- 

x’ 

,‘,* 
~ ,’ ‘. ” .: 

and that the Congress should permit EPA to 
charge greater interest on its costs. We have 
also recommended additional changes in 

. : ;, ,. ,’ (‘. 
., A ,” ,. .,,’ ‘,.. , ., .’ 

Page 9 GAO/II%93-10 Superfund Program Management 



Overvlew 

assessing the health and environmental risks 
posed by Superfund sites relative to other 
environmental problems. W ithout this 
information, priorities cannot be set or 
resources allocated effectively. 

W ith regard to how efficiently the Superfund 
is being used, EPA has recovered only a small 
fraction of the Super-fund resources that it 
has spent. As of September 30,1992, EPA had 
collected just 10 percent of the $5.7 billion 
that it had classified as recoverable from  
responsible parties. Because it lacks 
complete data on its past recovery efforts, 
ErA cannot explain this low rate of 
repayment, but we have reported that EPA 
has failed to control collection efforts 
sufficiently or to seek full recovery of its 
costs. For example, although EPA has 
recently proposed regulations to change its 
approach to recovering indirect costs, so far 
it has excluded from  its recovery efforts over 
$1 billion in such costs. In addition, potential 
recoveries have been reduced by the 
Superfund law’s restrictions on charging 
interest. 

Although it relies heavily on contractors to 
perform  much of its cleanup work, EPA until 
this year ignored long-standing deficiencies 
in the management of its contracts. More 
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Superfund 

Disposal of hazardous waste at thousands of 
landfills, industrial plants and other 
locations across the country has 
contaminated these sites and endangered 
nearby communities. The Comprehensive 
Environmental Response, Compensation, 
and Liability Act of 1980 (CERCLA) created the 
Superfund program to clean up the most 
dangerous of these sites. Originally given 
$1.6 billion and a 5-year life, the program has 
twice been reauthorized and now has a 
spending cap of $15.2 billion; it is expected 
to run indefinitely. As of September 30, 1992, 
EPA had identified 1,275 Superfund sites. (See 
fig. 1.) 

_’ 

i,: 
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Overview 

EPA’s contract management, particularly in 
lim iting Superfund’s liability for damage 
claims. 

I.# ;., ’ 

A 

, :  ,1 

), ,, ?’ 
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clean them up. If responsible parties cannot 
be located, are unable, or are unwilling to 
perform the cleanup, EPA is authorized to 
clean up the sites itself and seek recovery of 
its costs from the parties. To pay for EPA 
cleanups, CERCLA established a trust fund 
(Superfund) to be financed primarily by a 
tax on crude oil and certain chemicals, such 
as arsenic and mercury, and by an 
environmental tax on corporations. 

The estimated costs of cleaning up 
Super-fund sites have grown rapidly over the 
past 12 years. At the end of fiscal year 1992, 
EPA had obligated about $11.4 billion but had 
completed cleanups at fewer than 12 percent 
of the current Superfund sites. (See fig. 2.) 
EPA has estimated that the fund’s share of the 
costs to clean up current sites will be 
$40 billion and recognizes that many more 
sites will be added to Superfund over time. A 
1991 University of Tennessee study 
estimated that if Super-fund grew to 6,000 
sites, cleanup costs for EPA and the private 
sector, excluding costs for federal facilities 
and Superfund’s administration, could 
amount to $300 billion in 1990 dollars over 
the next 30 years. 
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Superfund 

Figure 1: Number of Superfund Site8 by State 

L 

Source: GAO presentation of EPA data 

CIXCLA authorizes EPA to compel parties 
responsible for contaminated Superfund 
sites, such as waste generators, waste 
haulers, and site owners or operators, to 

Page 12 GAOfiIR-93-10 Superfund Program Management 

‘. 



- 
Superfund 

Department of Defense (DOD) and the 
Department of Energy (DOE) total close to 
$200 billion. Although these estimates 
represent a large portion of the potential 
federal costs, the full picture is not yet 
known. Federal agencies cannot pay for 
their cleanups through Superfund’s trust 
fund but must obtain funds from other 
appropriations. 

. ,  
, , ,  ,_. 
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of environmental risk: Superfund accounts 
for about one-fourth of EPA’S budget. In 
contrast, global atmospheric changes and 
indoor air pollution, which some experts 
rank as higher risks than Superfund sites, 
have received less public attention and fewer 
resources. , 

Insufficient 
Infcxrnation to 
Define Risks 

One reason for disagreements over the 
danger posed by Superfund sites may be the 
limited information that the government has 
for assessing these sites’ risks and for 
comparing them with other environmental 
risks. (See fig. 3.) In 1991, we reported that 
the U.S. Public Health Service’s Agency for 
Toxic Substances and Disease Registry had 
not adequately assessed the health risks of 
many Superfund sites. The National 
Research Council also recently concluded 
that critical information on the health effects 
associated with these sites was lacking 
because limited resources had been devoted 
to studying this subject.’ Furthermore, 
existing data are inadequate to characterize 
the extent of some of the nation’s other 
environmental risks, such as the threats 
posed by toxic air emissions and coastal 
water pollution, according to EPA. 

4 

‘Environmental Epidemiology: Public Health and Hazardous 
%stes, U. S. National Research Council, Committee on 
%%%mental Epidemiology (Washington, D.C.: 1991). 
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Setting Priorities and Allocating 
Limited Resources 

As constraints on the federal budget grow, 
environmental needs are increasingly 
competing for federal funds. Although funds 
should be allocated to the programs that 
most effectively reduce health and 
environmental risks, the government has not 
assessed the comparative risks of the 
nation’s environmental problems, in part 
because it does not have the necessary data 
or methodologies. The huge sums needed to 
clean up Superfund sites and disagreements 
about the dangers posed by these sites make 
risk-based funding decisions especially 
important. EPA has begun to develop a 
strategic plan for responding to 
environmental problems on the basis of 
estimated risks, but full implementation is a 
long way off. 

Differing Views Opinions on the relative risks of hazardous 
cm Dangers of waste sites and other environmental 
Hazardous Waste problems differ considerably. Scientific 
Sites assessments have generally suggested that 

contamination from hazardous waste sites 
poses a lesser risk than other environmental 
problems. However, public opinion, 
according to 1988 and 1990 Roper polls, 
considers hazardous waste sites to be a high 
risk. Federal funding appears to be more 
closely aligned with the public’s perception 
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SettlngPrloddesandAllocatlng 
LlmltedReeources 

Better System In addition to inadequate information, the 
Needed to government does not have a good system for 
Allocate Lim ited allocating funding to environmental 
Funding problems in accordance with risk. We have 

recommended that EPA work with the 
Congress to shift resources from  
environmental problems whose risks are less 
severe to problems whose risks are greater 
and to educate the public about relative 
environmental risks. EPA'S Science Advisory 
Board has also recommended that EPA 

improve the data and analytical 
methodologies that support the assessment, 
comparison, and reduction of different 
environmental risks and that EPA better align 
program  priorities with health and 
environmental risks. 2 

(. 

., 
..“. 

,f‘.‘+ 

One area that illustrates the need for 
risk-based priority setting is the funding of 
the federal government’s hazardous waste 
cleanups. The federal government does not 
have an effective way to measure the relative 
risk of these sites across agency lines or to 
assign priorities to these cleanups, which 
could cost hundreds of billions of dollars. 
Although federal agencies submit annual 
cleanup plans to EPA for review, this review 
is not suitable for rank ordering federal 

“Keducing Risk: Setting Priolities and Strategies for Environmental 
hotection, Relative Risk Reduction Strategies Committee, EPA 
Science Advisory Board (Sept. 1990). 
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Sefflng Prlorlties and Allocating 
LImIted Resources 

Figure 3: Types of Environmental and Public Health Risks Addressed at 
S~perfundw$ltes 

pzz- Dlroot Contaot With 
Hazerdous Wasto 

Contaminated Drinking Water 

Flro and Explosion Hazard 

Contaminated Sol1 
I 

Exposure Through Food Chain 

Conteiminated Surface Water 

Source: EPA and GAO 

Page 18 GAOIIIR-93-10 Superfund Program Managcmcnt 

( 

)‘. ,. 

./’ 
I’ ‘_ 

, ..‘,I 

/  

: :  

A 



/ ‘I ,(PJ1!< ,N 

Increasing Recovery of Superfund 
costs 

Parties responsible for contam inating 
Superfund sites are required by CERCLA to 
clean them  up or to reim burse EPA for a 
governm ent-funded cleanup. In recent years, 
EPA has com pelled m any responsible parties 
to perform  cleanups directly but has 
recovered only a small part of the program ’s 
costs. While we are currently reviewing the 
reasons for the low reim bursem ent rate, our 
past work has identified som e of the causes. 
First, EPA lacks inform ation to adequately 
m anage the recovery effort. Because its data 
are so poor, EPA cannot explain why so few 
costs have been recovered. In addition, as 
we have reported, indirect costs and interest 
are not being fully recovered. As a result, the 
federal governm ent has been left footing 
m uch of the bill for rem ediating 
environm ental problems created by 
responsible parties. 

Increasing Beginning in 1989, EPA strengthened its ” 
Privately Funded efforts to get responsible parties to m eet 
Cleanups their cleanup obligations in an initiative 

called “Enforcem ent First.” This approach 
gave clear preference to privately Enanced 
cleanups over Super-fund-financed cleanups 
and increased Superfund’s enforcem ent 
resources and activities. This new emphasis 
worked. EPA increased the annual value of a 
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Setting Priorities and Allocating 
LImIted Resources 

cleanups because EPA assumes that all 
cleanups will be funded. EPA acknowledges 
that a comprehensive approach to setting 
cleanup priorities across agency lines will be 
needed when the cost of federal cleanups 
exceeds available funding. 

EPA has begun to develop a new 
comprehensive risk-based strategic planning 
approach within the agency. This approach 
would position EPA to assess the risks 
associated with environmental problems and 
to give priority to the greatest risks. EPA 
faces some constraints in adopting this 
approach, such as the agency’s statutory 
authorities that lim it its flexibility to shift 
priorities on the basis of risk assessments. 
Nevertheless, the agency is currently 
identifying what data on environmental 
conditions and risks are available for 
implementing this process. 

:” 
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Increasing Recovery of Superf’und 
c0St.S 
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with its low recovery of Super-fund 
expenditures. At the end of fiscal year 1992, 

’ .( ‘: 
,“b 

,f’I ;, *I 
J ,,, ) ‘. 

EPA had disbursed $7.3 billion in federal 
funds for the Superfund program  and had 
classified about $5.7 billion of this amount as 
recoverable from  responsible parties. 3 Yet 

, 

‘,‘S,‘. :, i’,, .* .: 

EPA had agreements with responsible parties 
or court orders to recover only about 

,.j ,T. .I .:,-: ,. ,‘:! 
. . .( ,’ ,’ ‘. .I :. ,. ,,..I .’ .’ ‘.,I’ 
‘. .I ,’ 

; .’ ,’ ,’ 
$795 m illion-just 14 percent of the 
$5.7 billion-and actually collected 
$546 m ilhon-10 percent of the total 
recoverable. 

In its efforts to recover costs, EPA faces 
certain lim itations, such as sites-referred to 
as “orphan sites”-that have no identified 
responsible parties to reimburse the agency. 
In addition, EPA has waived recovery of some 
costs as an incentive for parties to take over 
cleanup responsibilities at sites. The agency 
has not quantified the costs that cannot be 
recovered at orphan sites or the costs that 
have been waived in settlement negotiations. 

I’reviouslY Iiepor-ted Our past reports identified the following 
Weaknesses deficiencies in EPA’S cost recovery effort: 

. Cost recovery records are incomplete and 
unreliable. National figures on costs . A 

hi 

“Additional amounts will be classiiied as recoverable as ongoing 
cleanup projects are completed. 
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Increasing Recovery oPSuperfund 
Costa 

privately funded cleanups from  
$207.6 m illion in fiscal year 1987 to more 
than $1.6 billion in fiscal year 1992. (See fig. 
4.1 

Figure 4: Estimated Value of Responsible Parties’ Cleanup Work, Fiscal Years 
1987-92 
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Source: GAO presentation of EPA data 

Low Recovery of EPA’S improved record for compelling 
Cleanup Costs privately funded cleanups contrasts sharply 
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Increasing Recovery ot’SuperFund 
c!QstB 

..- --- 
records continue to be inadequate, and, 
according to an EPA cost recovery program  
official, under-staffing is still a problem . 
Furthermore, we recommended in 1991 that 
the Congress amend CERCLA to remove 
interest accrual restrictions, but no action 
has yet been taken. 

The losses attributable to inadequate 
program  information and to understaffing 
are unknown. However, we can estimate the 
value of the indirect costs and some of the 
interest charges that have not been 
recovered. 

Indirect Costs W A ’S current policy has excluded over 
$1 billion in indirect costs from  recovery. In 
1989, we reported that EPA had not sought to 
fully recover its indirect costs for two 
reasons. First, the agency had narrowly 
defined “recoverable” indirect costs to 
exclude certain categories of costs, such as 
research and development. Second, the 
agency’s formula for allocating indirect costs 
to Superfund sites had effectively excluded 
from  recovery a large portion of the indirect 
costs that had not been categorically 
excluded. 
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lncreaeing Recovery ol SuperfUnd 
Costa 
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expended and recovered are only 
approximations. Field offices have not 
documented realistic bottom -line positions 
in advance of negotiations, and negot,iators 
have not kept records of what costs they 
have and have not sought to recover. 
Therefore, the success of the negotiations 
cannot be measured. 

s.,, _ .:, ,/,’ I ’ 
..” 

! , 

l The cost recovery effort has been >‘_ ( 
understaffed and assigned a low priority, 
creating backlogs in cost recovery cases. 

., 

l Full costs, including indirect costs and 
interest charges, have not always been 
sought in cost recovery negotiations. 

CERCLA restricts interest charges on unpaid l 

costs. 

,’ ‘_’ ‘/ , -’ .’ 
,. 

To address these deficiencies, our past 
reports have recommended that EPA 
(1) improve its record-keeping to perm it 
meaningful evaluations of its performance in 
recovering costs; (2) strengthen its strategic 
planning for managing this program , 
including determ ining its staffing needs; and 
(3) seek fuller recovery of its program  costs. 
As described below, EPA has proposed a rule 
to seek reimbursement of more of its 
indirect costs. However, cost recovery 
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Iucreashg Recovery of Superfhd 
chita 

funds are spent or the date that payment is 
demanded, whichever is later. As authorized 
by CERCLA, EPA sometimes waits several years 
after funds are expended to demand 
repayment. In a fiscal year 1989 settlement, 
for example, EPA Region V sought to recover 
$81,287 in interest that had accrued from  the 
date that it had demanded payment. 
However, it could have sought $322,414-or 
almost four times as much-if accrual had 
begun from  the date that funds were 
expended. On a broader basis, we estimated 
that EPA could have accrued in 1990 about 
$80 m illion in interest on its fiscal year 1989 
expenditures. 

Second, CERCLA allows EPA to accrue interest 
on program  costs only at the government’s 
borrowing rate, which is lower than 
commercial lending rates. We estimate that 
this lim it reduced the interest accrued in 
1990 on fiscal year 1989 settlements by about 
$25 m illion. Furthermore, this amount, in 
effect, represents a subsidy to the 
responsible parties that leave their cleanups 
to the government. Whereas the responsible 
parties that borrow money for cleanups have 
to obtain financing from  lenders at 
commercial rates, the parties that reimburse 
EPA are charged the government’s lower 
borrowing rate. Precedents for charging 

’ 4 
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Increasiug Recovery of Superfund 
Costa 

-_. . ..-. _~. 
In August 1992, EPA proposed regulations to 
change its approach to recovering indirect 
costs. Under this proposal, the agency would 
seek to recover the previously excluded 
categories of indirect costs and would revise 
its method for distributing indirect costs so 
that almost all indirect costs would be 
recoverable. This proposal, if adopted, 
would almost triple the indirect costs 
recoverable from  responsible parties, 
according to agency estimates, and allow EPA 
to seek recovery of some of the over 
$1 billion now excluded. 

Interest Costs EPA has also m issed the opportunity to 
recover hundreds of m illions of dollars in 
interest costs because (1) CERCLA lim its the 
interest that EPA can charge and (2) agency 
personnel have not always tried to claim  
interest. We estimated that in 1990 alone EPA 
could have accrued $105 m illion in interest 
on its fiscal year 1989 expenditures if 
statutory lim its on EPA'S collection of interest 

_’ ‘:, 
‘11 

‘, 

costs had been changed. 

CEIZCLA restricts interest charges on amounts 
due from  responsible parties in two ways. 
F’irst, it can significantly delay the date from  
which interest begins to accrue. CERCLA 
perm its interest accrual from  the date that 
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Inadequate Attention to Contract 
Management 

--_-- 
Billions of dollars are at stake in EPA’S 
management of Superfund contracts. But for 
years the agency tolerated deficiencies in 
contract management-including 
uncontrolled costs and excessive exposure 
to damage claims stemming from 
contractors’ negligence-and failed to follow 
through on planned corrective measures. 
Recently, under pressure from the Congress 
and others, EPA has taken steps to remedy 
these long-standing contract management 
problems. EPA will need to sustain this effort 
to correct these problems. 

EPA makes extensive use of 
cost-reimbursable contracts to clean up 
hazardous waste sites. (See fig. 5.) These 
contracts require special agency oversight 
because they reimburse the contractor for all 
allowable costs and therefore give the 
contractor little incentive to control costs. 
However, we have repeatedly reported that 
ISPA has not overseen its cost-reimbursable 
contracts as necessary to prevent 
contractors from overcharging the 
government. For example, EPA has not 
satisfactorily estimated the cost of work 
before approving contractors’ budgets or 
reviewed contractors’ charges either before 
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IncreasIng Recovery oP Superfund 
mnta 

-.. --._-_-.----.- 
more than the government’s rate exist in 
other programs. The Internal Revenue 
Service, for example, charges an additional 
3 percent on late tax payments. Therefore, 
we recommended that the Congress amend 
CEHCLA to elim inate this subsidy. 

Besides statutory restrictions on charging 
interest, failure to consistently seek recovery 
of some interest costs has lim ited EPA’S 
collection of interest. EPA sought interest 
from  responsible parties on only 22 of the 89 
fiscal year 1989 settlements that we 
surveyed-making no attempt to recover 
about $4.5 m illion out of $10.5 m illion in 
interest-primarily because agency 
personnel were unfam iliar with procedures 
for calculating these costs. The amount of 
interest not sought nationally is unknown, 
however, because EPA does not regularly 
collect data on how often its negotiators try 
to recover interest. Although EPA has issued 
guidance identifying where assistance in 
calculating interest is available and has 
adopted an automated system that can 
calculate interest costs, it has not 
determ ined whether its personnel are now 
consistently seeking to recover interest. 
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Inadequate Attention to Contract 
Management 

We reported in 1988 and 1991 that EPA had 
not protected itself against potentially 
wasteful contract spending by preparing 
independent government cost 
estimates-that is, the government’s own 
projection of what contract work should 
cost. These estimates protect the agency 
from  depending too heavily on the 
contractor‘s cost proposal for judging what 
contract work should cost. 

“,, 

,.‘. . 

EPA regional staff had prepared independent 
government cost estimates for only 4 of 30 
cleanup studies that we reviewed in 1991. 
Although used infrequently, these estimates 
proved to be effective in reducing 
contractors’ proposed budgets-in one case, 
from  $3 m illion to $1.6 m illion. 

In addition, EPA had not effectively used two 
other basic cost control techniques-invoice 
reviews and audits. In 1988 and 1991, we 
reported that EPA was not adequately 
reviewing contractors’ monthly invoices, or 
bills, to ensure that contractors’ charges 
were reasonable. We also reported in 1990 

, ,’ ,. : 
(, 

that audit backlogs had hampered the .I 
agency’s timely review of the accuracy of 
contractors’ direct and indirect cost charges 
and increased the vulnerability of Superfund 
contract dollars to waste, fraud, and abuse. 
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Inadequate Attantion to Contract 
Management 

payment or afterwards in postpayment 
audits. 

Figure 5: EPA’s Obligations for Superfund Contracts and the Total Program, 
Fiscal Years 1981.91- 

18WJ DollarsIn mlll lons 
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Note: These figures do not include obligations for Superfund 
contracts awarded by the U.S. Army Corps of Engineers, which 
handles the more expensive construction cleanup contracts. 

Source: GAO presentation of EPA data 
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Inadequate Attention to Contract 
Management 

--~ 
However, as we first reported in 1989, EPA 
has been granting almost all of its 
contractors unlimited indemnification, 
despite the law’s requirements and 
considerable evidence that contractors 
would work at lower levels of protection. 
Under EPA’S current approach, each 
indemnification agreement is backed by the 
entire unobligated balance of Superfund, 
which was $1.75 billion at the beginning of 
fiscal year 1991. Therefore, we 
recommended that EPA limit Superfund’s 
potential exposure to indemnification losses 
by implementing CERCLA’S requirements to 
establish dollar limits on indemnification 
agreements and by determining the lowest 
level of indemnification that would ensure 
the availability of an adequate number of 
contractors. 

, 

,’ ,, ,, ‘) ,3 

Increasing 
Management’s 
Attention to 
Contract 
Management 

After years of inattention to these repeatedly 
reported deficiencies, EPA-under mounting 
pressure from the Congress, EPA’S Inspector 
General, and GAo-began this past year to 
address its contract management problems, 
including the root causes. EPA has elevated 
the procurement function in the 
organization, designating senior officials in 
headquarters and field units to be 
accountable for procurement efforts; 
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Inadequate Attention to Contract 
Management 

---- 
Without controls over contractors’ costs, 
Superfund resources can be wasted. For 
example, we reported in March 1992 that one 
of Superfund’s largest contractors had 
included $2.3 million of expenses not 
allowable under the Federal Acquisition 
Regulations in its indirect cost pool, a 
portion of which is charged to EPA. The 
expenses were for things such as tickets to 
professional sporting events, alcohol at 
company parties, and travel by nonemployee 
spouses of company employees. 
Additionally, we identified indirect costs of 
$266,500 that, while not specifically 
unallowable, appeared questionable for 
allocation to federally sponsored contracts. 

.’ 

., 
Pi 

kxlucing 
Excessive 
Indemnification 

Together with inadequate controls over 
cost-reimbursable contracts, overly liberal 
indemnification policies and practices 
threaten to seriously drain Superfund 
resources. 

In 1986, amendments to CERCLA authorized 
EPA to indemnify contractors-that is, to pay 
for any damages caused by their negligence 
at Superfund sites-because pollution 
insurance was not available at that time. This 
indemnification was, however, to be granted l 

only up to a limit to be specified by EPA. 
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Conclusions and Action Needed 
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The cleanup of hazardous waste disposed of 
for generations without adequate safeguards 
will require a decades-long, major 
commitment of national resources. Because 
potential costs are so great, funding 
decisions need to be based on solid 
information about the risks posed by 
disposal sites and the benefits of cleanups. 
In addition, whatever funds are devoted to 
the effort must be managed to bring the 
greatest possible return. Our work has 
disclosed a need to better justify the budget 
priority assigned to the cleanup effort and 
improve program management. 

The federal government cannot afford to 
spend the hundreds of billions of dollars 
expected to be needed to clean up 
Super-fund sites without good assurance that 
this level of funding is appropriate. Finding 
the right funding level requires comparing 
the relative risks to human health and the 
environment of Superfund sites and of other 
environmental problems and the relative risk 
reduction that spending on Superfund 
cleanups and other environmental programs 
will achieve. Currently, decisions about 
funding are being made without adequate 
assessments of risks. If steps are taken to 
assess the relative risks posed by 
environmental problems, the Congress and 
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Inadequate Attendon to Contract 
Management 

developed an implementation plan to correct 
problems; and reported Super-fund contract 
management as a material weakness in its 
December 199 1 Federal Managers’ Financial 
Integrity Act report. 

In addition, EPA has recently initiated efforts 
to exercise greater financial control over its 
Superfund contracts. For example, since 
early this year, it has required its staff to 
develop independent government cost 
estimates for Superfund contracts. It is also 
working to develop cost-estimating expertise 
by, for example, providing additional cost 
information guidance to its staff. To reduce 
its audit backlog, EPA has requested funding 
to increase the number of auditors in its 
Office of Inspector General. Although these 
steps prom ise to improve contract 
management, they will require more 
complete follow-through on the part of EPA’S 
managers than has been evident in the past 
to ensure lasting change. 

Although EPA has also taken some steps to 
control contractors’ indemnification, it has 
made lim ited progress. For example, the 
agency has drafted new indemnification 
guidelines; however, as of November 1992, 
these guidelines still had to be approved by 
the Office of Management and Budget. 
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Conclusions and Action Needed 

controlled contractors’ costs and excessive 
vulnerability to indemnification losses. In the 
face of rising criticism  over contract abuses, 
EPA’S management has made a commitment 
to improve cost controls and has begun 
organizational and procedural changes. 
However, a sustained effort is essential if 
permanent improvements are to be achieved. 
Moreover, indemnification deficiencies still 
have not been corrected and remain a threat 
to the program ’s resources. 

.’ :: . 
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Cmcluelone and Action Needed 

EPA will have a more rational basis upon 
which to debate the allocation of lim ited 
federal resources. 

Although EPA has increased privately funded 
cleanups, it has not improved its chronically 
low recovery of Superfund costs. Our 
reports have identified the following causes 
of this low recovery: inadequate records to 
evaluate recovery efforts, understaffing, 
failure to pursue many costs, and statutory 
restrictions on interest charges. EPA has 
proposed a rule to enlarge the definition of 
recoverable indirect costs, but other changes 
are needed. For example, EPA needs to 
develop the necessary information to assess 
the adequacy of its efforts to return past 
expenditures to the trust fund. In addition, 
amendments to CERcLA’s interest provisions 
would increase the costs that EPA could seek 
to recover and elim inate the current subsidy 
to responsible parties that leave cleanup 
work to the government. Given Superfund’s 
potentially enormous costs, failure to make 
these changes could be very expensive. 

Until this year, EPA had not given high 
priority to managing Super-fund contracts 
even though it contracts out work worth 
billions of dollars. Our reviews have 
disclosed the results of EPA’S neglect: poorly 
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