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Applicability

The Small Business Compliance Policy applies to small businesses defined as follows:  A small business is a person, corporation, partnership, or other entity that employs 100 individuals or fewer across all facilities and operations owned by the business.  

Other entities that may make use of the policy include those, as defined by the Small Business Regulatory Enforcement Fairness Act (SBREFA), as small governments and small organizations.  
Facilities operated by municipalities or other local governments may not make use of this policy, but may be covered under the Small Communities Policy (http://www.epa.gov/compliance/incentives/smallcommunity/index.html)
Businesses that are disclosing violations involving multiple facilities should refer to the IWRC summary EPA Policy on Incentives for Self-Policing: Discovery, Disclosure, Correction and Prevention of Violations (The Audit Policy).
The Small Business Compliance Policy supercedes the previous version of the policy called the Policy on Compliance Incentives for Small Businesses of May 1996.
General Requirements
Under the Small Business Compliance Policy, the Environmental Protection Agency (EPA) may eliminate up to 100% of the gravity component of civil penalties against small businesses if all of the following criteria are met:
1) The discovery of violation must be voluntary.  The small business must discover a violation on its own before an EPA or State inspection occurs.  The discovery may occur through any type of compliance assistance such as: conducting an environmental audit, participating in a mentoring program, through the establishment of a compliance management system, by using compliance checklists or reading compliance materials, through visiting compliance assistance websites, and/or attending training classes.

To be considered voluntary, the discovery must not occur through a monitoring or

sampling requirement prescribed by statute, regulation, permit, judicial or administrative

order, or consent agreement.  For example, air emissions violations discovered through

mandatory emissions monitoring may not be considered as a voluntary discovery.

2) 
The disclosure period is met.  The small business must fully disclose the specific violation in writing to EPA within 21 calendar days of its discovery.  The beginning of the 21 calendar day limit occurs at the time when any officer, director, employee, or agent of the facility becomes aware of any facts that reasonably lead him/her to believe that a violation may exist. If in doubt of the existence of a violation, the small business should make a 

prompt disclosure and allow the regulatory authorities to decide if a violation 

did, in fact, occur.  This will ensure that the disclosure period is met.

If a small business wishes to take advantage of the policy after receiving a 

confidential audit, they may do so by disclosing the violation to the EPA.

3) 
The violation is promptly corrected.  Small businesses are expected to correct 

the violation in the shortest period of time possible.  Correcting the violation 

includes remediating any environmental harm associated with the violation, as 

well as procedures to prevent the violation from recurring in the future.

The small business must submit a schedule of corrective actions to be taken 

for any violation that cannot be corrected within 90 calendar days of its discovery.  

The EPA may choose to issue a compliance order with a schedule if it so elects.  The small business must correct any violations within 180 calendar days after the date they were discovered.

If the violation correction requires the implementation of pollution prevention 

procedures/equipment, the business may take an additional 180 calendar days,

allowing for a total correction time period of 360 days from the date of the 

violation discovery.

Procedures To Follow

The small business seeking penalty relief under the Small Business Compliance Policy may submit the 

necessary information by writing a letter describing the violation and explaining how it meets all of the above criteria.  It is recommended that all correspondence be sent via certified mail.

All information should be sent to, and questions directed to:

Becky Dolph

Deputy Regional Council



EPA Region 7

901 North 5th Street

Kansas City, KS 66101

913-551-7281

In most circumstances, EPA will respond to a small business within 60 days of disclosure of a violation.

Benefits of Using the Policy

Penalty reduction pertains to civil penalties.  Civil penalties consist of two components: a ‘gravity’ component and an ‘economic benefit’ component.  If all the above criteria are met by the small business, the EPA will grant up to 100% reduction of the gravity component of the penalty.  The gravity component reflects the nature of the violation; the duration of the violation; the environmental, safety or public health impacts of the violation; good faith efforts by the business to promptly remedy the violation and the business’s overall record of compliance with environmental requirements.

Waiver of the economic benefit component of civil penalties will not be guaranteed.  This component typically reflects any monetary advantage a small business has derived from the violations.  Based on the EPA’s experience, it does not anticipate the need to exercise this type of penalty often.  

The EPA does, however, retain the right to implement an economic benefit penalty to ensure that those businesses that have benefited from noncompliance do not have an economic advantage over those that are in compliance.  

Limitations of Using the Policy

The policy will not apply to businesses that meet any of the following criteria:
1)  
The business has previously received a warning letter, notice of violation or field citation, or been subject to citizen suit or any other enforcement action by a government agency for violation of the same requirement within the past three years.  

2) The business has been granted penalty reduction under this policy (or other similar state or tribal policy) for the same violation within the past three years.   

3) The business has been subject to two or more enforcement actions for violations of environmental regulations in the past five years, even if this is the first violation of this particular regulation.

4) The violation was discovered through an information request, inspection, field citation, reported to a federal, state or local agency by a member of the public or an employee, identified in notices of citizen suits, previously reported to an agency, or through an investigation, unless the facility can demonstrate that it did not know that the agency had initiated the investigation and has disclosed in good faith.  

5) The violation has caused actual serious harm to public health, safety, or the environment.

6) The violation is one that may present an imminent and substantial threat to public health, safety or the environment.

7) The violation involves criminal conduct.
