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REVIEW OF THE PROVINCE OF
MANITOBA'S MANAGEMENT OF
CONTAMINATED SITES



REFLECTIONS OF THE AUDITOR GENERAL

he management of our natural resources has improved considerably in the last

century through increased knowledge and awareness of our environment. To assist
in these efforts, Governments have enacted legislation to preserve the quality of the
environment by requiring remediation of contaminated lands.

Our review of the Province of Manitoba’s (Province) management of contaminated sites
indicated that there is much room for improvement in the establishment of policy and
practices in how the Province manages and reports on potential contaminated sites, such
as sites owned by departments and special operating agencies, orphaned and abandoned
(0&A) mines, and O&A fuel storage sites.

In the course of our review, we found that the Province has not developed adequate
processes to identify and remediate its own contaminated sites. We also found that
legislation is not clear regarding the Province’s responsibility and liability for O&A mine
sites and O&A fuel storage sites. Those sites that may have been abandoned have left the
Province with a moral responsibility for assessment and remediation with costs potentially
exceeding $75 million.

I am encouraged by the cooperation we received from the Department of Conservation,
the Department of Industry, Economic Development and Mines, and the Department of
Finance during our review and by their acceptance of our recommendations with a
commitment to address them in a timely manner. | am hopeful that during the next year,
the Province will take steps to ensure a more thorough identification of sites, and the
related estimated potential financial liabilities.

Jon W. Singleton, CA=CISA
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REVIEW OF THE PROVINCE OF MANITOBA'S

MANAGEMENT OF CONTAMINATED SITES

1.0 Executive Summary

The Department of Conservation (Conservation) has a “mandate for preserving the quality
of our environment for future generations”. As such, it has a responsibility for ensuring
the cleanup (remediation) of contaminated sites is carried out effectively and in
accordance with applicable guidelines and regulations.

In managing contaminated sites, there is also a potential for significant liabilities for the
Province of Manitoba (Province) that should be recorded and/or disclosed in its financial
reporting (the Public Accounts). Further, and more significantly, a delay in remediation

may have consequences to the environment.

Our review was initiated in response to evolving changes to government financial
reporting standards. By March 31, 2006, the Province and all senior governments in
Canada will be required under Public Sector Accounting Board (PSAB) of the Canadian
Institute of Chartered Accountants (CICA) to accrue and/or disclose its environmental
liabilities in accordance with recent standards for accounting for liabilities and contingent
liabilities. Therefore, we reviewed the processes in place for the Province to be able to
accurately identify, and where required, estimate the cost of environmental remediation
for provincially owned, contaminated sites under their responsibility (i.e., owned by
provincial departments and Special Operating Agencies [SOAs]). In the course of our work
we determined that a significant liability may exist for the Province relating to orphaned
and abandoned (0&A) mines and O&A fuel storage sites where contamination exists.

Overall:

e The Province does not have adequate processes in place to ensure that
provincially owned contaminated sites are identified and inventoried in
a timely and complete manner.

e The responsibility/liability for O&A mines and O&A fuel storage sites is
not clearly defined. The Province is not legally responsible for
remediation. However, officials recognize that in the absence of a
responsible party, the Province will, in all likelihood, be responsible for
remediation.

e Preliminary, incomplete estimates of environmental liabilities for
provincially owned contaminated sites, O&A mines and O&A fuel storage
sites total approximately $75 million. As sites are further identified and
inspection and assessment work is conducted, the estimate of liability
may increase. The $75 million current estimate is composed of:

- Provincial Department and SOA owned sites — dollar amount
unknown;

- O&A Mine Sites - $61.5 million; and

- O&A Fuel Storage Sites - $13.75 million.

Our examination did not include the management of contaminated sites by crown
organizations, government business enterprises, schools, universities, colleges, hospitals,
and municipalities.
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CONCLUSIONS

The following are some specific conclusions of this review:

The Province does not have adequate processes in place to ensure
provincially owned contaminated sites are identified and inventoried in
a timely and complete manner. There is a risk that undetected
provincial department and SOA owned contaminated sites exist
(Section 4.1).

Conservation has not quantified the estimated cost that will be required
to remediate provincially owned sites in the future (Section 4.1).

The processes for identifying potential O&A fuel storage sites was not
adequate to ensure timely and complete knowledge of those sites. It is
possible that undetected sites exist. Responsibility for those sites is not
clearly defined (Section 4.2).

The Province’s prioritization processes for O&A fuel storage sites were
not adequate to ensure resources were directed to the remediation
measures that would benefit the environment the most (Section 4.2).

The Mines Branch (Mines) of Industry, Economic Development and Mines
does not have a proactive process to identify, inspect, and assess O&A
mine sites. It is possible that undetected sites exist. Responsibility for
those sites is not clearly defined and the potential liability of the
Province is not adequately identified (Section 4.3).

The Province met the standards for reporting environmental liabilities
that were in effect for the 2003/04 and 2004/05 Public Accounts, but is
not fully positioned to quantify the environmental liabilities that will
need to be either recorded or disclosed in the 2005/06 Public Accounts
in accordance with new PSAB standards (Section 4.4).

The Province does not have a documented plan and process for
quantifying its environmental liability in the Public Accounts for
department owned and SOA contaminated sites, and O&A fuel storage
and mine sites for the year ending March 31, 2006 (Section 4.4).

Related recommendations are contained in Section 5.0.

o | Office of the Auditor General

Manitoba

NOVEMBER 2005



REVIEW OF THE PROVINCE OF MANITOBA’S

MANAGEMENT OF CONTAMINATED SITES

2.0 Introduction

2.1 OBJECTIVES

We identified several objectives regarding whether the Province of Manitoba (Province)
has an adequate program for managing its contaminated sites and adequately reporting
the potential liability in the Public Accounts:

e To determine whether adequate processes were in place to ensure that
the Province was in compliance with key sections of the Contaminated
Sites Remediation Act (CSRA), the Dangerous Goods Handling and
Transportation Act (DGHTA), and the Storage and Handling of Petroleum
Products and Allied Products Regulation (Petroleum Products
Regulation). In particular whether:

- Processes for identifying provincially owned contaminated sites
were adequate to ensure timely knowledge of those sites;

- A database of provincially owned contaminated sites was complete
and updated in a timely manner; and

- Criteria for designating a site as contaminated, under the CSRA Act,
were consistent with those set by other jurisdictions in Canada.

e To determine whether the Province's prioritization processes were
adequate to ensure available financial resources were directed to
remediation measures that collectively benefited the environment the
most;

e To determine whether reporting for environmental liabilities as a result
of provincial ownership or responsibility for sites was/is in compliance
with recent PSAB liability and contingent liability recognition
standards; and

e To determine whether processes for estimating the costs associated with
contaminated sites were adequate to ensure reasonable estimates of the
Province’s liability for appropriate reflection in the Public Accounts.

2.2 INITIATION

Our review focused on the Province's processes in place to ensure that the Province itself,
and specifically the Department of Conservation (Conservation), as the department
responsible for the Contaminated Sites Remediation Act (CSRA) and other related Acts,
was in compliance with these Acts.

Our review was initiated in response to evolving changes to government financial
reporting standards. By March 31, 2006 the Province of Manitoba and all senior
governments in Canada, will be required under the Public Sector Accounting Board (PSAB)
of the Canadian Institute of Chartered Accountants (CICA) to accrue and disclose its
environmental liabilities. Therefore, we reviewed the processes in place for the Province
to be able to accurately identify and, where required, estimate the cost of environmental
remediation for which it was responsible.
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MANAGEMENT OF CONTAMINATED SITES

2.3 AUDIT AUTHORITY

The audit was carried out under the authority of the following sections of The Auditor
General Act:

Section 9(1)

“The Auditor General is the auditor of the accounts of the government,
including those relating to the Consolidated Fund, and must make any
examinations and inquiries that he or she considers necessary to enable
the Auditor General to report as required by this Act.”

Section 14(1)

“In carrying out his or her responsibilities under this Act, the Auditor
General may examine and audit the operations of a government
organization with regards to any of the following matters:

a) Whether financial and administrative provisions of the Acts,
regulations, policies and directives have been complied with;

b) Whether public money has been expended with proper regard for
economy and efficiency;

¢) Whether the Assembly has been provided with appropriate
accountability information;

d) Whether the form and content of financial information documents is
adequate and suitable.”

2.4 ORIGINAL SCOPE

The original scope of our review was limited to sites that were directly owned by the
Province through the operations of provincial departments and Special Operating Agencies
(SOAs).

Our review was conducted between May 2004 and May 2005 and included such interviews
and procedures that we determined were necessary to address our objectives.

We interviewed those individuals, within Conservation and Industry Economic
Development and Mines (IEDM), responsible for the management and administration of
the CSRA and associated Acts and Regulations. We also interviewed officials within
Conservation, IEDM and the Department of Finance (Finance) who have responsibility for
provincial financial reporting of environmental liabilities.

In addition, we reviewed the specific Acts, documents, and records within the
departments as well as the Environmental Management System (EMS) maintained by
Conservation.

2.5 EXPANSION OF SCOPE

In the course of our initial work we determined that a significant liability may exist for
the Province relating to O&A sites where contamination exists, specifically relating to O&A
fuel storage sites and O&A mine sites.
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As a result, we expanded the scope of our review to assess how the Province is managing
this issue. We assessed the process by which the Province ensures that these sites are
identified, and that the potential liability to the Province related to these sites can be
estimated. We also assessed how the Province intends to estimate the potential financial
liability for inclusion in the Public Accounts of Manitoba, in accordance with the financial
reporting requirements for governments.

For the purposes of our review, O&A sites refer to sites which were at one time under the
private ownership of an individual or legal entity other than the Province. These sites fall
into two main categories - O&A fuel storage sites (provincial estimate: 250 sites) and 0&A
mine sites (provincial estimate: 150 sites).

2.6 SCOPE EXCLUSION

Our review did not include public sector entities such as crown organizations, government
business enterprises, schools, universities, colleges, hospitals, and municipalities. These
public sector entities are responsible for their own operations, including management of
environmental issues. They are responsible for reporting their environmental liability in
conformance with current accounting standards.

Our intent is to examine management of contaminated sites of these entities in a
subsequent review.

3.0 Background

3.1 ENVIRONMENTAL RESPONSIBILITY

As noted in Conservation’s Guideline for Designation of Contaminated Sites in Manitoba
(Appendix D):

“Historical practices, most of them environmentally unacceptable today,

have created current conditions that could potentially harm human

health and the environment. These activities include the improper use,

handling, storage and disposal of substances containing chemicals with

the potential to cause toxicity. In many cases, release of these chemicals

into the environment has resulted in “unsafe” exposures to humans and

the environment.

Manitoba’s Contaminated Sites Remediation Act (CSRA) defines a site as
contaminated if, “having regard to any current, permitted or foreseeable
use of a site, that the site is contaminated at a level which poses or may
pose a threat to human health or safety or to the environment”.
However, throughout North America, many sites with contamination that
would not pose a threat to human health, safety, or to the environment
have been remediated for economic reasons and land transaction
purposes. Although remediation for these reasons is not discouraged by
Manitoba Conservation, emphasis should be placed on sites that pose
risks to human health and the environment. The CSRA embodies the risk-
based principle to designate contaminated sites in Manitoba. The CSRA
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has been developed to outline the evaluative process that applies risk-
based protocol to designate contaminated sites in Manitoba.”

3.2 FINANCIAL RESPONSIBILITY

In managing contaminated sites, there is also a requirement for the estimated financial
responsibility of the Province to be recorded and/or disclosed as a liability in the audited
financial statements of the Public Accounts of Manitoba.

3.3 ORGANIZATIONAL RESPONSIBILITY

The Province is legally the owner of all “Crown Land” (land which is not otherwise legally
owned or leased by another individual or legal entity) in Manitoba. Provincial
departments and SOAs have operations located on crown lands or utilize crown lands. The
Province and its agents are responsible to ensure that they are in compliance with the
CSRA and other applicable Acts and Regulations to ensure the protection of the
environment in those cases where the operations of the Province may have an impact on
the environment.

Conservation has the mandate for preserving the quality of the environment and is
responsible for the administration and enforcement of the CSRA. Conservation has been
assigned responsibility for O&A fuel storage sites.

IEDM has assumed responsibility for O&A mine sites. These sites are specifically exempted
under the CSRA.

Finance is responsible for ensuring that the Province’s financial reporting, including the
disclosure of environmental liabilities, is in conformance with the reporting standards for
the Public Accounts.

3.4 APPLICABLE LEGISLATION AND REGULATIONS

In our review we looked at the key sections of the following acts and related regulations
as they apply to the management of contaminated sites:

e Contaminated Sites Remediation Act (CSRA);
e Dangerous Goods Handling and Transportation Act (DGHTA); and related

e Storage and Handling of Petroleum Products and Allied Products
Regulation (Petroleum Products Regulation).

The key act is the CSRA. The CSRA, Part 1 - Purpose, Interpretation, Application, states:

“The principal purpose of this Act is to provide for the remediation of
contaminated sites, in accordance with the principles of sustainable
development, in order to reduce or mitigate the risks of further damage
to human health or the environment and, where practicable, to restore
such sites to useful purposes, and to this end to provide

(a) a system for identifying and registering contaminated sites in
Manitoba;
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(b) a system for determining appropriate remedial measures, if any, to be
undertaken in relation to specific contaminated sites and identifying
the persons responsible for implementing or contributing to the
implementation of those measures; and

(c) a fair and efficient process for apportioning responsibility for the
remediation of contaminated sites that

(i) applies the “polluter pays principle” as set out in clause 21(a)
and takes into account various other factors set out in this Act,
including factors that would not be relevant in determining civil
liability for damages occasioned by contamination,

(i) encourages the persons responsible for the remediation to
negotiate the apportionment of responsibility among themselves,
and

(iii) combines in a specialist tribunal the knowledge and skill of
persons experienced in environmental contamination and
remediation and brings them to bear on the review of
remediation plans and the resolution of disputes relating to
participation in and responsibility for remediation.”

3.5 ASSESSMENT OF CONTAMINATED SITES

There is a basic process followed by the Province to identify and designate contaminated

sites, and to evaluate the level of risk. This process includes conducting site assessments,
characterizing the contaminant and site conditions, and developing an effective remedial
plan.

Documentation of this process is illustrated in Figure 1 and Guideline 98-01, The
Environmental Site Investigation in Manitoba — May 2002 (Appendix C), and Guideline
97-01, for the Designation of Contaminated Sites in Manitoba — March 1997
(Appendix D).

FIGURE 1

Guideline for the Designation of
Contaminated Sites in Manitoba

Remedial
Action Plan
Designation as
Site Site Tier 2 ] Contaminated
Assessment Classification Evaluation J

Designation
Not Required
Tracking
Tier 3

Evaluation

Tier 1
Evaluation
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The process of identifying and assessing sites is also documented in a manual that
Conservation has been developing. The majority of operating procedures are documented
on the government wide intranet.

The CSRA and the DGHTA govern the management of impacted or designated sites. There
is also a public registry to record impacted or designated sites. These acts and the related
regulations are accessible by the public on the Conservation website
http://www.gov.mb.ca/conservation/regoperations/contams/index.html (see

Appendix B).

Although we refer to sites as contaminated sites throughout this report, it should be
noted that we are including in that reference two main types of sites with different
associated risks:

e Designated contaminated site: a site, designated under the CSRA, where
contaminants are present at a level which poses or may pose a threat to
human health or safety or the environment.

e Impacted site: a site where contaminants are present in concentrations
above background levels, but which does not pose a threat to human
health or safety or the environment.

3.6 DEFINITION AND IDENTIFICATION OF ORPHANED AND
ABANDONED (O&A) SITES

0&A sites refer to sites where the last registered owner of the site either cannot be
located, or is unable (for example, in the case of insolvency) to accept responsibility for
remediation of the site in compliance with the CSRA.

Under the CSRA the principal of “polluter pays” applies to ensure, where possible, that
the party responsible for the contamination of a site bears the cost of site remediation.
In cases where the responsible party cannot be located, or has no financial resources to
be able to remediate the site, it becomes an O&A site.

The Province has no legal ownership of O&A sites and may not be legally responsible for
the remediation of these sites. However, the Province is the steward of the environment.
Therefore where those responsible cannot, or will not, accept liability for their actions,
and the Province has carried out all legal means to have the responsible party remediate
the site, the Province will be obligated to assume ultimate responsibility for remediation
of these sites.

3.7 GOVERNMENT REPORTING REQUIREMENTS

Reporting for environmental liabilities as a result of provincial ownership or responsibility
for sites should be in compliance with the applicable accounting standards.

The Province, beginning in 2003/04, has disclosed the following note in the audited
financial statements for the Public Accounts of Manitoba:

“There are currently no accounting standards for environmental liabilities
recommended for senior government by the CICA, other than those that
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apply to corporate entities related to environmental damage they have
created. Because of its role, Government will in all probability assume
costs where those responsible cannot or will not accept liability for their
actions. The Province is in the process of cataloging suspected
contaminated mine and petroleum sites. The catalogue will include a
determination of the liable party, an assessment of the nature and level
of contamination, the need for clean-up versus containment and a
quantification of the estimated cost for clean-up. Once standards are
established by the CICA for senior Governments for the recognition and
disclosure of these liabilities, their application in the Manitoba setting
will be reviewed to determine the appropriate accounting treatment. In
addition, the Manitoba Hydro-Electric Board will incur future costs
associated with the assessment and remediation of contaminated lands
and for the phase-out and destruction of Polychlorinated biphenyl
contaminated mineral oil from electrical equipment.”

This disclosure was updated in 2004705 to the following note in the audited financial
statements for the Public Accounts of Manitoba:

“The Public Sector Accounting Board of the Canadian Institute of
Chartered Accountants introduced changes to public sector accounting
standards, effective for the 2006 fiscal year, regarding the recognition
and measurement of liabilities and contingent liabilities, including
environmental liabilities. Because of its role, Government will, in all
probability, assume costs [for environmental liabilities] where those
responsible cannot or will not accept liability for their actions. The
Province is in the process of cataloguing suspected contaminated mine
and petroleum sites. This catalogue will include a determination of the
liable party, an assessment of the nature and level of contamination, the
need for clean-up versus containment, and a quantification of the
estimated cost for clean-up. This process will be completed over the 2006
fiscal year and the Government will determine the appropriate accounting
treatment for the recognition of any resulting liabilities. In addition, the
Manitoba Hydro-Electric Board will incur future costs associated with the
assessment and remediation of contaminated lands and for the phase-out
and destruction of polychlorinated biphenyl contaminated mineral oil
from electrical equipment”.

Under the current accounting standards in Canada issued September 2004 by the Canadian
Institute of Chartered Accountants (CICA), the following Public Sector Accounting Board
(PSAB) sections will apply with respect to the recording of environmental liabilities for
the fiscal year ending March 31, 2006:

“PSAB Handbook, Section 3200 — Liabilities
.03 Liabilities should be recognized in the financial statements when:

a) there is an appropriate basis of measurement; and
b) a reasonable estimate can be made of the amount involved.

.05 Liabilities are present obligations of a government to others arising from
past transactions or events, the settlement of which is expected to result
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in the future sacrifice of economic benefits. Liabilities have three
essential characteristics:

a) they embody a duty or responsibility to others, leaving a government
little or no discretion to avoid settlement of the obligation;

b) the duty or responsibility to others entails settlement by future
transfer or use of assets, provision of goods or services, or other form
of economic settlement at a specified or determinable date, on
occurrence of a specified event, or on demand; and

¢) the transactions or events obligating the government have already
occurred.

PSAB Handbook, Section 3300 — Contingent Liabilities
.15 A contingent liability should be recognized in the financial statements
when:

a) itis likely that a future event will confirm that a liability has been
incurred at the date of the financial statements; and
b) the amount can be reasonably estimated.”

The above sections of the PSAB Handbook are required to be implemented for fiscal years
beginning on or after September 1, 2004. The Province will therefore be required to meet
these reporting standards for the 2005/06 Public Accounts, covering the fiscal year
beginning April 1, 2005 and ending March 31, 2006.

As a result, the Province will be required to provide for any environmental liabilities for
which it is responsible and for which the liability amount can be reasonably estimated.

4.0 Observations and Conclusions

In the process of our review we found that there are three types of contaminated sites
that are the responsibility of the Province. Our observations are discussed in the
following sections:

4.1 Contaminated Sites - Department and SOA owned sites;
4.2 Orphaned and Abandoned Fuel Storage Sites;
4.3 Orphaned and Abandoned Mine Sites; and

4.4 Government Liability for Public Accounts Reporting.
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4.1 CONTAMINATED SITES - DEPARTMENT AND SOA OWNED

SITES

In the process of our review we had the following objectives and reached the following

conclusions.

Objectives Conclusions

To determine whether adequate processes were in place to
ensure that the Province was in compliance with key sections
of the Contaminated Sites Remediation Act (CSRA), the
Dangerous Goods Handling and Transportation Act (DGHTA),
and the Storage and Handling of Petroleum Products and
Allied Products Requlation (Petroleum Products Regulation).
In particular whether:

e Processes for identifying provincially owned contaminated
sites were adequate to ensure timely knowledge of those
sites;

e A database of provincially owned contaminated sites
was complete and updated in a timely manner; and

e (riteria for designating a site as contaminated, under
the Act, were consistent with those set by other
jurisdictions in Canada.

An effective contaminated sites management program relies on
adequate processes to ensure that accurate, complete and current
information is being collected, analyzed and used for decision making.

The Province does not have adequate processes in place to ensure
that provincially owned contaminated sites are identified and inventoried
in a timely and complete manner.

There is a risk that undetected provincial department and SOA owned
contaminated sites exist. The risk is increased by the partial reliance
on third parties for the reporting of contaminated sites, where there
is no consequence for non-reporting of site contamination.

As a result, the Province cannot ensure that it is in compliance with
key sections of the CSRA.

Criteria consistent with other jurisdictions have been used where sites
have been identified and designated as contaminated under the CSRA.

To determine whether the province’s prioritization processes
were adequate to ensure available financial resources were
directed to remediation measures that collectively benefited
the environment the most.

Conservation uses an adequate prioritization process that involves
using criteria comparable and consistent with accepted national
standards in order to set priorities for remediation and to target
remediation resources to those areas with the greatest risk of human
health and environmental impact.

For those impacted or contaminated sites identified by Conservation,
there are eight sites where the Province does not have a quantification
of the estimated cost that will be required to remediate those sites.

In reaching these overall conclusions, we specifically reviewed:

e Whether an adequate and timely process exists for identifying

contaminated sites;

* How Conservation identifies and inventories provincially and SOA owned

sites;

* How compliance with legislation is ensured by Conservation in relation

to the:

- CSRA,
- DGHTA, and
- Petroleum Products Regulation;

* Whether criteria for designating sites as contaminated are comparable

across jurisdictions in Canada;

e What criteria and process are established to identify the risk in terms of
environmental, health or safety risk and whether they are consistent

with the Acts;

NOVEMBER 2005 Manitoba Office of the Auditor General | e



REVIEW OF THE PROVINCE OF MANITOBA'S

MANAGEMENT OF CONTAMINATED SITES

 How remediation measures are quantified in terms of cost;

* How remediation measures are prioritized —whether by environmental
risk or cost to remediate or both; and

e How risk measures are evaluated.

4.1.1 The Process For Identifying Sites Impacted By Contamination
Is Dependent On Third Party Reporting And Identification By
Environmental Officers

Observations
e Conservation is responsible for the administration of the CSRA. All sites
that have had a reported incident of contamination in the Province are
recorded in a database maintained by Conservation.

« Conservation relies on incident information received from third parties
(e.g., other departments, citizens, corporations, other public sector
entities) for the identification and reporting of potentially
contaminated sites.

e These parties may be reporting in compliance with various laws and
regulations (e.g., reporting fuel spills in compliance with the DGHTA),
or as a result of commercial land transactions where as part of a due
diligence process the potential or suspected contamination of a site is
reported to Conservation (e.g., as required by banks for loans as
collateral).

e Conservation also depends on their Environmental Officers, assigned to a
region, to detect potentially contaminated sites. Environmental Officers
are expected to have good knowledge of their region including
potentially contaminated sites. They are also expected to follow up any
environmental concerns.

e Conservation recognizes that the process of receiving notice of
potentially impacted sites is dependent upon third party identification,
except for the work that may be conducted by Environmental Officers.

e The timeliness of incident reporting is dependant on the reporting
party. Conservation management stated that their response to a report
received is based on the seriousness of a situation. Conservation
maintains an emergency environmental response team to deal with
major issues as they arise.

e Conservation performs risk assessments based on the information in the
incident reports and works with the departments involved to identify
the clean-up that may be necessary on all department and SOA sites
where notification is received. Petroleum and Emergency Response
teams also provide information to Conservation on action required. Any
further site assessments would be contracted to environmental
consultants.
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4.1.2 There Is No Separate Process To Identify And Track Provincial

Department And SOA Owned Sites

Observations

Identification Process

There is a process in place for the reporting or identification of all
contaminated sites in Manitoba. However, sites which are owned by
provincial departments or SOAs are not separately identified as such on
the overall listing.

Conservation does not have a specific program in place to inform
provincial departments and SOAs on how to identify and report back to
Conservation existing contaminated sites or an incident of
contamination occurring on provincial sites.

Database Management

Conservation, Operations Headquarters Branch — Environmental
Programs Division (Division) maintains a database for all sites identified
as “impacted” by contamination referred to as the “Environmental
Management System” (EMS). This database inventories sites in
Manitoba where an Environmental Incident Report was filed. The
database does not separately track or identify sites which are owned by
government departments, SOAs, or other government entities.

An Environmental Officer in the Division is responsible for maintaining
the database. District staff (Environmental Officers) input information
to the database for their districts. The listing of sites is available to the
public through Manitoba Conservation’s web site.

As of March 31, 2005 there were 2,170 tracked sites recorded on the
database which include private, commercial and government owned
sites. Of these, 7 have been “designated” as contaminated sites.
Conservation staff have to manually run through all records to identify
the government and SOA owned sites based on the registration recorded
for the site.

Of the 7 sites designated as contaminated in the database the only one
that has provincial ownership is a Crown corporation owned site. This
site was outside of the scope of our current review.

We identified 25 sites related to land owned by provincial departments
and SOAs. These sites were the responsibility of the following
departments:

Transportation and Government Services 12
Conservation 7
Family Services and Housing 4
Health 1
Justice 1

Total 25
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4.1.3 Inadequate Process To Ensure Provincial Department And SOA
Compliance With The CSRA — Adequate Process To Ensure
Compliance With The DGHTA And The Petroleum Products
Regulation

Observations

CSRA

e Each department (including Conservation) and each SOA is responsible
for ensuring compliance with any law or regulation that applies in the
course of its operations, including remediation of contaminated sites.

e Conservation has no specific process in place for government
departments and SOAs, to ensure their compliance with the CSRA. There
are no educational programs or formal reporting processes for the
identification and remediation of contaminated sites.

e For example, if a provincial department established a temporary work
site on provincial land, such as an asphalt plant, or a construction site,
and contaminated the site, there is no formal reporting process to
Conservation.

e Conservation commented that they are aware of difficulties in ensuring
their timely awareness of incidents of site contamination. There is no
formal reporting system for provincial departments or SOAs requiring
submission of a report to Conservation when they become aware of
contamination. As a result there may be potentially contaminated sites
of which Conservation is not aware.

e Some provincial departments have employees assigned the function of
monitoring environmental responsibility such as the Departments of
Transportation and Government Services, Agriculture, Food and Rural
Initiatives, and Conservation which have designated employees in
charge of environmental compliance.

e Provincial departments, where there is a designated employee, may
liaise with Conservation; however they have no formal communication
or reporting relationship.

DGHTA and Petroleum Products Regulation

e The Province has processes in place for the identification of fuel storage
installations and the handling of spills to assist in ensuring compliance
with the DGHTA and Petroleum Products Regulation. For example,
because of licensing requirements, fuel truck drivers must be certified to
handle designated products and adhere to requirements of the
legislation. As well, fuel storage installations must have a permit which
sets out requirements that must be met before they can receive fuel.
Provincial departments and SOAs must meet these requirements.
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4.1.4 Criteria For Designating Sites As Contaminated Are Comparable
Across Jurisdictions In Canada

Observations
 When information is received by Conservation that a site has potentially
been impacted by contamination, a site investigation is conducted.

e The criteria for the identification of an “impacted” site or to “designate”
the site as contaminated used by Conservation are based on the
Canadian Council of Ministers of the Environment (CCME) guidelines.
Those guidelines have been accepted by all Canadian jurisdictions as the
national standard. The same criteria are applied to provincial owned
sites as any other site (see Appendix E).

e The use of CCME criteria means that a similar site would be assessed in a
similar way between jurisdictions. A site will be recorded (added to the
database) if there is a concern to be tracked. The specific tracking
activities are noted on the database.

4.1.5 Standard Criteria And Processes Are Used To Classify Risk

Observations
e The criteria used in assessing impacted sites are those contained in the
Canadian Council of Ministers of the Environment (CCME) Environmental
Quality Guidelines (see Appendix E). Conservation has also developed
operational guidelines accessible on the provincial intranet which is
available to all provincial departments.

e The CCME Environmental Quality Guidelines are the Canadian standards
that have been adopted by most jurisdictions in Canada, including
Manitoba.

e For a site to be “designated” as a contaminated site, there must be a
pathway for the contaminant to come into contact with humans which
could have an adverse effect on human health. The model is:

Contamination > Pathway > Receptor

Where contamination could be caused by a spill of toxic material or
discarded materials, the pathway could be by ingestion, physical contact
or inhalation and the receptor could be people, plants, or animals.

e The potential for risk to human health is the main criteria used by
Conservation to assess the seriousness of contamination.

e The prioritization process is to:

- receive environmental site investigation report;
- review the sample taken for reasonableness; and
- compare to CCME Environmental Quality Guidelines.

e Of the 2,170 sites tracked by Conservation in its database of sites, the
classification of site status is shown in Figure 2.
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FIGURE 2

Manitoba Conservation

Contaminated Site Status
As At March 31, 2005

Code # Meaning 20054i 1;zt;tlve Prow:;:jaé(l)):ga;gr:ents

0 Report received no contamination above lowest level 80 -
1 Site identified, nothing to initiate 172 -
2 Preliminary assessment complete 491 3
3 Remediation underway 240 2
4 Site monitoring being undertaken 218 3
5 Site remediation completed and listed 827 17
6 Site clean file closed 142 -
7 General file - -

Totals 2,170 25

Source: Manitoba Conservation

Note: Active sites are status 2, 3, 4 and 5 and information in these files is available to the public. Inactive sites
are status 0, 1, 6 and 7. Information on status 0 and 6 sites is available to the public after review of the file.

Of the total 2,170 sites tracked, only 25 sites are owned by provincial
departments or SOAs. Of those 25 sites, 17 sites are classified as
category 5 (site remediation completed) and are maintained on the
database for tracking purposes. The remaining 8 sites are considered
active and are classified as being either:

- Category 2 (preliminary assessment completed);
- Category 3 (remediation underway); and
- Category 4 (site monitoring undertaken).

As a result, Manitoba Conservation's database records of known
impacted sites indicate eight sites owned by provincial departments or
SOAs which have not been fully remediated.

4.1.6 Remediation Cost Estimates Are Not Available For Eight Sites

Observations

Conservation is currently managing all identified sites and remediation
is underway at two sites. However, Conservation does not have a
current estimate of remediation costs for eight provincial department
and SOA owned sites listed as “impacted” sites in the data base
(including the two sites where remediation is underway). Their
rationale is that these sites do not meet the criteria for “designation” as
a contaminated site because the existing contamination is contained
with no pathway to a receptor and the land use has not changed. As a
result, in some cases, no remediation plans are developed and no
potential cost estimate has been done.

@ | Office of the Auditor General Manitoba

NOVEMBER 2005



4.1.7

REVIEW OF THE PROVINCE OF MANITOBA’S

MANAGEMENT OF CONTAMINATED SITES

Conservation is currently reviewing options for funding and remediation
of these sites.

Remediation Measures Are Prioritized Based On Human
Health Risk

Observations

4.1.8

Any remediation work conducted is prioritized by human health risk
and the potential risk to the environment. Priority is given to any
incident or site where the potential risk to human health is assessed as
being present.

Conservation officials explained that in the analysis of the
Contamination > Pathway > Receptor relationship, the main risk factor
is the pathway. Remediation efforts may involve interrupting the
pathway to a receptor. Remediation in this manner could involve
containment as opposed to clean-up. As well, the type of remediation
is dependent on site use.

Risk Measures Are Evaluated To Ensure They Are Aligned
With Current Standards And Practices

Observations

The Province of Manitoba is a member of the CCME group and has a role
in developing and evaluating the environmental quality guidelines
which are the criteria used to measure risk.

A working group of Environmental Officers within Conservation meet
regularly to review and evaluate the policies and procedures used by
them.

Conservation evaluates the measures used relative to other Canadian
jurisdictions to ensure continuity of standards.
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4.2 O&A FUEL STORAGE SITES

In the process of our review we had the following objectives and reached the following
conclusions.

Objectives Conclusions

To determine whether adequate processes were in place to | The processes for identifying potential 0&A fuel storage sites was not
ensure that the Province was in compliance with key sections | adequate to ensure timely and complete knowledge of those sites.
of the Contaminated Sites Remediation Act (CSRA) and
other applicable Acts. In particular whether: The responsibility/liability for 0&A fuel storage sites are not clearly
defined. The province is not legally responsible for remediation.
® Processes for identifying O&A fuel storage sites for which | However, officials recognize that in the absence of a responsible party,
the Province has a potential liability, were adequate to | the province will, in all likelihood, be responsible for remediation.
ensure timely knowledge of these sites;
CCME Guidelines are developed by all jurisdictions so that there are
e A database of 0&A fuel storage sites was complete and | comparative criteria for evaluating sites.
updated in a timely manner;

e (riteria for designating a O&A fuel storage site as
contaminated, under the Act, were consistent with those
set by other jurisdictions in Canada.

To determine whether the Province’s prioritization processes | The Province’s prioritization processes were not adequate to ensure
are adequate to ensure available financial resources were resources were directed to the remediation measures, for 0&A fuel
directed to the remediation measures that collectively storage sites that would benefit the environment the most.
benefited the environment the most.
Standardized criteria are used to classify risk for 0&A fuel storage
sites. However inspections and assessments using these criteria have
not been completed for the majority of identified sites.

Preliminary estimates (without inspections) of costs for remediation
of O&A fuel storage sites have been quantified based on average
expected costs. However actual inspections and assessments have
not been carried out, to provide accurate estimates.

In reaching these overall conclusions, we specifically reviewed:

e Whether adequate and timely processes exist for identifying O&A fuel
storage sites;

 How Conservation identifies and inventories its O&A fuel storage sites;

* How compliance with legislation is ensured by Conservation in relation
to:
- CSRA,
- DGHTA, and
- Petroleum Products Regulation;

e Whether criteria for designating an O&A fuel storage site as
contaminated are comparable across jurisdictions in Canada;

* What criteria and processes are established to identify the risk in terms
of environmental, health or safety risk and whether they are consistent
with the Acts;

e How remediation measures are quantified in terms of cost;
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How remediation measures are prioritized - by environmental risk or
cost to remediate or both; and

How risk measures are evaluated.

There Is An Inadequate Process For Complete And Timely
Identification Of O&A Fuel Storage Sites

Observations

Under the current system in place since 1977 for registering fuel storage
sites, when a site is closed, Conservation follows a mostly legislative
(CSRA and DGHTA) directed process to identify the responsible party
and to attempt to have the responsible party remediate the site and/or
cover the cost of the remediation. A notice is sent to the last registered
owner of a fuel storage site which is identified as inactive.
Environmental Officers follow up where possible to identify last owners
of sites. Inspections and assessment are done.

As of April 1, 2005 new licensing standards for fuel storage have come
into effect in Manitoba. These standards require a higher standard for
the maintenance and condition of fuel storage sites. Conservation
officials noted that as a result of new, more restrictive licensing
standards there is a potential risk that current marginally profitable
operators will abandon tanks rather that bring them up to the new
standards.

Based on a review of historic fuel storage registration records (pre 1977)
and third party information, Conservation has identified approximately
500 inactive petroleum storage sites that have not been properly
decommissioned. Conservation identified these as potential O&A fuel
storage sites. Conservation originally compiled this list in 1999. The
listing was updated in 2002 and it has not been updated since.

Conservation has estimated that of the 500 potential O&A fuel storage
sites that they have identified, approximately 50% (or 250 sites) will
qualify as O&A sites, where the last registered owner of the site will not
be able to be located, or will not have the financial resources to
properly remediate the site.

Prior to 1977, there was no registration requirement for fuel storage
sites in Manitoba. Conservation acknowledges that the current listing
of potential O&A fuel storage sites is likely incomplete. Sites that
existed prior 1977 may not have been identified in the historical
records.

Conservation advised that in most cases, these sites have not been
inspected or assessed by Environment Officers from Conservation. Until
Conservation inspects and assesses these potential O&A sites, they
cannot determine the complete, total number of O&A fuel storage sites
that may exist in Manitoba.
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4.2.2 Government Responsibility/Liability For O&A Fuel Storage
Sites Is Not Clearly Defined

Observations
e Conservation advised that they have made the assumption that for the
estimated 250 O&A fuel storage sites, where tank removal and/or site
cleanup will be required, and where the last registered owner of the site
will not be able to be located, or will not have the financial resources to
properly remediate the site, the Province will be required to bear the
cost of remediation.

e The responsibility/liability for O&A fuel storage sites is not clearly
defined. Conservation has obtained a legal opinion that the Province is
not responsible for remediation of these sites under the existing
legislation. However, the Province has recognized that in the absence of
a responsible party, the Province will, in all likelihood, be responsible
for remediation.

e Where the Province performs remediation, there may still be some
recourse against owners who can be identified, in order to recover funds
spent by the Province.

e Until Conservation inspects and assesses these sites, and determines if a
financially viable owner exists, it is not possible to accurately identify
the province’s potential responsibility for these sites.

e The Province does not currently have a program or plan in place to
address the issue of O&A fuel storage sites. A plan is currently in
development within Conservation to address this issue.

e Conservation is currently reviewing options for funding and remediation
of these sites.

« No formal request from Finance has been made to Conservation to
request an estimate of the potential liability for O&A fuel storage sites
for the purposes of the Public Accounts estimation of environmental
liability.

4.2.3 Criteria For Designating O&A Fuel Storage Site As Contaminated
Is Comparable To Other Jurisdictions In Canada

Observations
e The Canadian Council of Ministers of the Environment (CCME) Guidelines

have been developed by all jurisdictions and there are comparative
criteria for evaluating sites. There is some variability in application of
guidelines in other provinces due to different policies and priorities
(e.g., based on potential development of lands). Contact with CCME
members is also used when dealing with certain instances/cases — to
compare methodology and criteria.
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4.2.4 Standard Processes Have Not Been Performed To Classify

Risk For O&A Fuel Storage Sites

Observations

4.2.5

Conservation has a standardized process for assessing contaminated fuel
storage sites.

Conservation recognizes that the standardized process of inspecting and
assessing the listing of 500 potential O&A fuel storage sites has not
been performed for the majority of the identified sites. Therefore, they
do not have sufficient information to estimate the potential risk to the
environment for these sites.

Preliminarily Estimates Have Been Prepared For Remediation
Measures Of O&A Fuel Storage Sites

Observations

4.2.6

Conservation has been preparing an estimate of funding for initial
assessment and remediation of these sites. As of June 2005, the
estimate was for $13.75 million. It was estimated that the remediation
(removal of tanks and decontamination of the site) for an 0&A fuel
storage tank site would cost, on average, $35,000 per site. However,
officials stated that if fuel had leaked into groundwater, the cost of
remediation of a site could be significantly higher depending on the
location.

Conservation's estimate of the cost of remediation for O&A fuel storage
sites is based on the average cost of removal and clean-up. The cost
may vary depending on circumstances encountered during removal.

Until Conservation inspects and assesses these sites, it is not possible to
prepare more accurate estimates for remediation for these sites.

O&A Fuel Storage Sites Are Not Prioritized For Remediation
By Level Of Risk To The Environment

Observations

Conservation noted:

“It is imperative that the petroleum containment site clean-up issue
be addressed as quickly as possible in that significant future
environmental (contamination) will result, which would result in
substantially increased clean-up/remediation costs being incurred.”

Conservation officials stated that to prevent any possible further
environmental risk, these sites should be inspected as soon as possible
to identify tanks that may be still holding fuel so that these tanks
could be emptied. This would remove the risk of future fuel leakage and
resulting contamination of the site and groundwater therein.
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e Conservation advised that an initial request for funding to carry out
initial assessment and remediation of the identified sites was prepared
in 2002, but was not submitted. Conservation indicated that they are
currently in the process of developing program options to allow them to
make progress in this area.

4.2.7 Risk Measures Are Evaluated For O&A Fuel Storage Sites
To Ensure That They Are Aligned With Current Standards
And Practices

Observations
e Manitoba is a member of the CCME group and has a role in developing
and evaluating the environmental quality guidelines which are the
criteria used to measure risk.

A working group of Environmental Officers within Conservation meet
regularly to review and evaluate the policies and procedures used by the
Department.

e Conservation evaluates the measures used relative to other Canadian
jurisdictions to ensure continuity of standards.
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4.3 O&A MINE SITES

In the process of our review we had the following objectives and reached the following

conclusions.

Objectives Conclusions

To determine whether adequate processes were in place to
identify O&A mine sites and to address environmental issues
regarding O&A mine sites:

e Processes for identifying and recording 0&A mine sites
for which the Province has a potential liability, were
adequate to ensure timely knowledge of these sites;

e The province identifies its responsibility/liability for 0&A
mine sites;

e Means of addressing O&A mine sites are comparable with
other jurisdictions in Canada; and

e Remediation measures are quantified and prioritized by
environmental risk.

The processes in the Mines Branch (Mines) for identifying potential
0&A mine sites was not adequate to ensure timely and complete
knowledge of those sites.

Provincial legislation is not clear on responsibility and liability for
0&A mine sites. However, the Province recognizes that in the absence
of a responsible party, the province will, in all likelihood, be responsible
for remediation.

Given that there are no national standards for addressing O&A mine
sites, each jurisdiction addresses their issues independently.

Standardized criteria are used to prioritize environmental, health, and
safety risk for O&A mine sites. However inspections and assessments
using these prioritization criteria have not been completed for the
majority of identified sites.

Preliminary estimates of costs for remediation of O&A mine sites have
been quantified. However actual inspections and assessments have
not been carried out to provide accurate estimates.

For those sites which have been inspected and assessed, the Province
is targeting remediation at those sites they have classified as the
highest risks in terms of environmental risk and public health and
safety.

The Province has received a warning from Environment Canada
respecting an alleged violation of federal legislation as a result of
pollution from O&A mine sites.

In reaching these overall conclusions, we specifically reviewed:

e Whether adequate and timely process exist for identifying and recording

0&A mine sites;

* What process is established to identify the risk in terms of
environmental, health or safety risk and whether they are consistent

with the following:
- CSRA,

- The Mines and Minerals Act (MMA), and
- Other applicable Acts and Regulations;

* How the Province identifies it's responsibility/liability in relation to

0&A mine sites;

e Whether there are national guidelines for identifying and remediating

0&A mines in Canada;

e How remediation measures are quantified in terms of cost; and

 How remediation measures are prioritized - by environmental risk or

cost to remediate or both.
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4.3.1 Mines Has ldentified O&A Mine Sites, But Unidentified
Sites May Still Exist

Observations
e Mines has identified 225 potential 0&A mine sites which may present a
risk to public safety and the environment and for which the cost of
remediation of the site will likely be the responsibility of the Province.
Of these sites, Mines has identified 149 sites for which the Province has
formally accepted ownership and liability. No conclusion has been made
on the remaining 76 sites.

e Mines has identified these potential O&A mine sites from a review of the
registration of mineral leases. Mines stated that all mine site
registrations since 1970 have been captured in branch databases, which
contain records of closed mines and the last registered owners, where
available.

e Prior to 1970, registration and ownership is documented in paper files
dating back, in some cases, to the early part of the last century. In
some cases, early documentation has been difficult to recover and, as a
result, some unidentified O&A mine sites may exist.

4.3.2 No Specific Legislation Clearly Defines Liability for O&A Mines -
Responsibility is Derived From Various Acts

Observations
* Unless specifically incorporated by regulation, mine sites are exempt
under the CSRA. As per Section 3.3:

“This Act does not apply to a site to which the provisions of The Oil
and Gas Act or The Mines and Minerals Act respecting the
rehabilitation of land apply.”

e In the fall of 2003, Mines analyzed provincial acts to determine which
ones are applicable to O&A mine sites and how they are applicable to
assist in determining if there are environmental liabilities that may
exist regarding O&A mines.

e The following acts were determined to assign liability for O&A mine site
remediation/rehabilitation, to varying degrees:

- Mines and Minerals Act (MMA);

- Environment Act;

- Mining and Metallurgy Compensation Act;
- Workplace Safety and Health Act; and

- Crown Lands Act.

e In May 2005, Mines obtained an extract of a draft document, Report on
the Legislative, Regulatory, and Policy Framework Respecting
Collaboration, Liability and Funding Measures in Relation to Orphaned/
Abandoned, Contaminated, and Operating Mines in Canada. This
document provides an interpretation of the Mines and Mineral Act. It
indicates that the MMA defines a mine as including “abandoned mine
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and abandoned mine tailings”. However, the MMA does not define what
an abandoned mine site or abandoned mine tailings are, and does not
set out criteria for identifying these facilities.

Risk Assessments Have Not Been Completed Because Physical
Inspections Have Not Been Conducted at all O&A Mine Sites

Observations

Inspections Conducted

Mines has identified some 225 mine sites, over half of which were
inspected during the 1970s, 1980s and 1990s primarily to assess public
safety risk. A schedule for the inspection of the remaining sites has not
been developed. As a result, Mines does not have timely information
regarding any potential environmental contamination or the need for
remediation of these sites.

In Mines documentation titled, Orphaned/Abandoned Mines Programs In
Manitoba, Mines noted that, “mine sites have been inspected in a
haphazard fashion over the years, with the majority of inspections being
done in the 1970s and 1980s. These inspections mainly focused on
ensuring that public safety issues had been addressed” (e.g., capping
mine shaft entrances).

In 1998, Conservation identified five sites from the 225 potential 0&A
mines sites that they classified as having high environmental risk. Four
of these are former mine and mineral processing sites. The fifth was a
mine site only. Mineral processing sites are those sites where milling,
concentrating, smelting and/or refining has occurred. In general, these
sites carry the highest degree of environmental risk. Mines advised that
the majority of the remaining 220 sites are moderate or low risk mining
and advanced exploration sites.

In 1998, Mines produced a document, Strategy Document for the
Rehabilitation of Orphaned and Abandoned Mine Sites in Manitoba. This
document indicates that inspections were made of a number of O&A
mine sites in 1996/97 by Mines staff in consultation with other
departments. In this document, certain sites were identified where
public safety hazards and/or environmental degradation was present
and required urgent attention.

The 1998 strategy document stated, “..inspections of a number of
orphaned mine sites were carried out by Mines staff in consultation with
personnel of the Departments of Environment, Natural Resources,
Northern Affairs and Labour”. Additionally, others who participated
included Environment Canada, local community councils First Nations,
engineering consultants and contractors.

Those mine sites were prioritized with regard for public health and
safety, and the potential for further environmental damage to
immediate surrounding lands and waterways.

NOVEMBER 2005

Manitoba

Office of the Auditor General | e



REVIEW OF THE PROVINCE OF MANITOBA'S

MANAGEMENT OF CONTAMINATED SITES

e In July 2000, Treasury Board approved funding, under IEDM
administration, in the amount of $1.0 million over four years to address
the immediate public safety concerns at those five sites identified as
being of high risk.

e Mines advised that in 2001, Treasury Board approved additional funding
in the amount of $1.0 million over four years, under the administration
of Conservation, to conduct environmental and health risk assessments
at the same five high priority sites, and to guide development of
remediation strategies. Conservation completed Site Specific Human
and Environmental Risk Assessments at two of these sites. The
responsibility for monitoring of these sites was subsequently reassigned
to Mines.

Risk Assessments Not Yet Conducted on Remaining Sites

e Approximately half of the 225 0&A mine sites identified have never
been inspected. The five high priority sites previously mentioned carry
the highest degree of environmental risk based on current information
in Mines files. Therefore, Mines do not have sufficient information to
estimate the potential risk to the environment for the remaining 220
sites.

Process For Currently Operating Mines

e The Mine Closure Regulation came into force in 1999 (see Section
4.3.5) and changed the process. Mines indicated that enforcement of
this regulation includes an inspection process for those mines currently
operating or being closed. Mines assesses if there are environmental
concerns that need to be addressed in addition to those addressed in
closure plans. Other sites such as quarries and pits are not identified
under this process but fall under other Provincial regulations. The
potential liability that may exist for the government for these sites has
not been assessed.

4.3.4 The Province Has Received A Warning From Environment
Canada Respecting An Alleged Violation Of Federal Legislation
As A Result Of Pollution From O&A Mine Sites

Observations
e During the course of our review, we examined documentation
identifying that the Province is currently in violation of the Federal
Fisheries Act, in relation to discharge of deleterious substances into
water frequented by fish from two 0&A mine sites, for which the
Province has assumed responsibility.

e Environment Canada issued two notices of “Warning Respecting An
Alleged Violation™. These were issued to IEDM and Mines (including the
Deputy Minister of IEDM) on May 31, 2002. Mines has provided a
response to Environment Canada which outlines actions and plans at
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both sites, and the plans and schedules for additional remediation work.
Annual updates of their condition and their activities is also provided to
Environment Canada.

These violations related to the Sherridon and Lynn Lake O&A mine sites
as a result of water being discharged and from ground runoff. These
situations are in violation of the Federal Fisheries Act - Section 36(3).

The Province has accepted responsibility for the Sherridon mine site and
partial responsibility for the Lynn Lake mine site. Two other companies
have accepted responsibility for certain aspects of the environmental
liability for Lynn Lake.

Provincial Responsibility/Liability For O&A Mine Sites
Has Been Defined

Observations

Mines has assumed that for the estimated 225 O&A mine sites, where
site remediation will be required, and where the last registered owner of
the site will not be able to be located, or will not have the financial
resources to properly remediate the site, the Province will be required to
bear the cost of remediation.

Legal ownership has been determined for the majority of the 225 sites.
At 149 sites ownership has reverted to the Province. The legal owner of
the remaining 76 sites have not been sought out to determine if the
present owner is still locatable and financially able to remediate the
site.

IEDM has attempted to clarify IEDM's understanding of the Province’s
responsibility in relation to O&A mine sites. In this effort, officials of
IEDM indicated that:

- The Mine Closure Regulation under the Mines and Minerals Act
(MMA) came into force in 1999. Under the regulation mining
companies are held liable for the full cost of all rehabilitation
measures for their mine sites. This regulation requires submission
of a closure plan which details plans for site remediation upon
closure and financial security for accrued liabilities.

- However, for many O&A mine sites, rehabilitation has either not
been carried out, or does not meet current environmental
standards. Mines has identified O&A mine sites as falling into three
broad categories:

e Sites where the Province has formally accepted ownership and
liability;

e Sites where the former owner no longer exists or does not have
the financial resources to rehabilitate the site; and

e Sites where rehabilitation was completed to the standard that
existed at the time, but due to a subsequent complicated
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history of ownership and neglect has resulted in a complex and
uncertain liability framework.

4.3.6 There Are No National Standards For O&A Mines

Observations
e There are presently no national standards for identifying, assessing or
remediating O&A mine sites.

e Mines staff work on committees with staff from other jurisdictions on
the National Orphaned/Abandoned Mines Initiative (NOAMI). NOAMI
was organized after a multi-stakeholder workshop was held in Winnipeg
in 2001 to review the issues of O&A mines and priorities for action.
Mines advised that NOAMI is currently working on a risk classification
system for O&A mines, however Mines has not adopted that system yet.

4.3.7 A Preliminary Estimate of $61.5 Million Has Been Identified
As the Potential Provincial Liability for O&A Mine Sites

Observations
e A preliminary estimate of $61.5 million for the potential liability to the
Province for O&A and closed mine sites was prepared by Mines in April
2005.

e Funding of only $2 million over two years (2005/06 and 2006/07) was
requested by Mines primarily for the inspection of the 225 identified
0&A mine sites, and to continue remediation at two of the five high
priority sites. Mines advised that the majority of the remaining 220
sites are moderate to low risk exploration sites. The remaining $59.5
million was not requested for funding at that time.

* Mines officials indicated that if site inspections are funded, as proposed
by their preliminary estimate, the potential liability to the Province of
$61.5 million could increase as a result of better knowledge of each
site’s status.

4.3.8 0&A Mine Sites Are Prioritized For Remediation by Public
Health, Safety and Environmental Impact

Observations

Initial Prioritization for Remediation

e In 1998, Mines prepared a Strategy Document For The Remediation Of
Orphaned And Abandoned Mine Sites In Manitoba. This stated, “Four
orphaned mine sites have been identified as requiring rehabilitation. The
sites have been prioritized with due regard for public health and safety,
and potential for further environmental damage to immediate and
surrounding lands and waterways”. Two additional priority sites (one of
which was later combined with another high priority site) were also
identified, however cost estimates had not yet been determined.
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In July 2000, a funding request from IEDM was approved in the amount
of $1.0 million over four years to address the immediate public safety
concerns at five sites identified as being of high risk. Two of the
previously identified sites were combined into one site.

Mines advised that, in 2001, Treasury Board approved additional
funding in the amount of $1.0 million over four years, under the
administration of Conservation, to conduct environmental and health
risk assessments at the same five high priority sites, to guide
development of remediation strategies.

Current Planned Remediation

Over the past five years work has been carried out on the critical safety
and environmental aspects at five sites which were identified as high
priority sites.

A program was initiated by Mines in 2001/02 to identify the location,
ownership, previous inspections carried out, and to determine the status
of all existing mine sites in Manitoba. Over 225 mine sites were
identified of which 149 are category one sites where the Crown has
formally accepted ownership.

Pursuant to the Workplace Safety and Health Act, Chapter w210,
Manitoba Regulation 228/94 Sec.(19), (20), (21), Manitoba has a legal
obligation to inspect these inactive mine sites on an ongoing basis and
to take corrective measures to mitigate the public safety hazards and
the environmental degradation of the surrounding area.

Mines has identified funding requirements for site inspections and
emergency work for these 149 sites.

- The site inspection will focus on physical safety and environmental
conditions.

- The reports will provide recommendations and cost estimates for
compliance and to mitigate safety concerns and environmental
degradation.

- Recommendation and justification will be made to secure funding
to rehabilitate high priority sites.

- During the course of the inspection there is a probability that a few
sites with serious implications for public safety and environmental
impact may be found. Those deficiencies found during the
inspection must be mitigated in an efficient manner.

Mines has identified a preliminary estimate of $61.5 million for the
potential liability to the Province for all O&A mine sites. As noted in
Section 4.4.2, $59.5 million of this liability is estimated to relate to
additional work at four sites which have been identified as high priority
sites due to environmental risk. Work is complete at one of the
previously identified four sites, however a risk assessment will be done
which may result in additional work.
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* In the case of immediate safety concerns, Mines funds remediation
efforts from their operating budget and financial resources are used to
address public health and safety issues first. Officials of Mines indicated
that remediation work is prioritized by human health risk and potential
risk to the environment. However, officials noted that currently, they
are reactive in addressing concerns brought forward by the public.

4.4 GOVERNMENT LIABILITY FOR PUBLIC ACCOUNTS
REPORTING

In the process of our review we had the following objectives and reached the following
conclusions.

Objectives Conclusions

Reporting for environmental liabilities as result of provincial | The Province met the standards for reporting environmental liabilities
ownership or responsibility for sites was/is in compliance | that were in effect for the 2003/04 and 2004/05 Public Accounts,
with recent PSAB liability and contingent liability recognition | but is not fully positioned to quantify the environmental liabilities
standards. that will need to be either recorded or disclosed in the 2005/06 Public
Accounts in accordance with recent PSAB liability and contingent
To determine whether the processes for estimating the costs | liability recognition standards.

associated with provincial department and SOA owned

contaminated sites and O&A fuel storage and mine sites The Province does not have an adequate plan and process for quantifying
were adequate to ensure reasonable estimates of the its liability in the Public Accounts for department owned and SOA
Province’s liability for appropriate reporting in the Public contaminated sites, and O&A fuel storage and mine sites for the year
Accounts. ending March 31, 2006.

Potential liabilities are based on preliminary estimates and complete
costs cannot be accurately estimated until more detailed site assessments
are performed and remediation actually begins.

In reaching these overall conclusions we reviewed whether:

e Current financial statement disclosure in Manitoba is in compliance with
PSAB standards.

e Planned financial statement disclosure in Manitoba for future years will
be in compliance with PSAB standards.

e There will be a reasonable estimate of environmental liability
determined for recording in the Public Accounts for 2005/06 relating to:

- Department and SOA owned sites;

- O&A fuel storage sites;

- 0&A mine sites; and

- How the various departments coordinated their efforts in
determination of liabilities.
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4.4.1 Manitoba is Presently In Compliance With Current Reporting
Standards for the Recording and Disclosure of Environmental
Liabilities in the Public Accounts

Observations
e The Province of Manitoba provided note disclosure of environmental
liabilities in the 2003/04 and the 2004/05 Public Accounts (see
Section 3.7).

« In addition to note disclosure, the Province also recorded an accrual for
$5.0 million a number of years ago, relating to its recognized liability
for containment of tailings at a closed mine site for which the Province
has responsibility. This was pursuant to a legal agreement with the
mine operator which capped the environmental liability exposure to the
operator after the shut down of the mine. The accrual remains as an
accounts payable in the Public Accounts.

e Other than the $5.0 million accrual above, no other specific provision
has been recorded for potential environmental liabilities as described in
the preceding sections of this report.

4.4.2 Manitoba Does Not Have An Adequate Plan And Complete
Estimates To Ensure Compliance With the Recording And
Disclosure Of Environmental Liabilities Required For The Year
Ending March 31, 2006 In The Public Accounts

Observations
* We were unable to confirm that Finance has an adequate plan in place
to meet liability recording standards for the 2005/06 reporting period.

e Finance officials advised that they had made verbal requests to the
financial officers of Conservation and IEDM for estimates of their
respective potential environmental liabilities. There is no
correspondence of such requests.

e Finance stated that no set procedure or plan has been established to
define responsibility and co-ordination for the development of a
“catalogue” of sites as referred to in the note to the 2003/04 and
2004/05 Public Accounts, regarding potential environmental liability.

e We noted from our examination that a number of departments maintain
staff positions with responsibility for environmental issues. For
example, the Departments of Conservation, Transportation and
Government Services, and Agriculture, Food and Rural Initiatives have
such staff positions. However there was no coordination of these
resources in identifying potential environmental liabilities for the
Province.
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Preliminary, incomplete estimates of environmental liabilities totaling
approximately $75 million are as follows:
- Provincial Department and SOA Owned Sites - dollar amount
unknown;
- O&A Fuel Storage Sites - $13.75 million; and
- 0O&A Mines Sites - $61.5 million.

By comparison, the Federal Government identified 2,200 contaminated
sites with an estimated potential liability of $3.4 billion in their Public
Accounts for March 31, 2004.

Provincial Department and SOA Owned Sites

Finance has assumed that Conservation has the lead role in identifying
provincial department and SOA owned contaminated sites. However,
Conservation does not specifically track provincial sites and has not
estimated costs for the potential remediation of these sites.
Conservation cannot be assured that the processes in place will identify
all applicable provincial department and SOA owned sites that may
exist.

Conservation has not developed an estimate for the eight identified
department and SOA owned contaminated sites. The inventory of sites
may be incomplete and no assessment for cost of remediation has been
done. Conservation has not provided for an estimate in the Public
Accounts to date.

During the course of our review, we noted that there is the possibility
that the Province may have liabilities associated with health and safety
issues relating to ashestos and mould in provincial department and SOA
facilities.

O&A Fuel Storage Sites

Conservation has prepared an estimate of the potential cost of
assessments and remediation of O&A fuel storage sites of $13.75 million.
The estimate is based on preliminary information without
environmental assessments being done for the majority of the 250 sites
identified.

Senior officials of Conservation stated that many of these numbers are
difficult to quantify from a speculative basis, and true costs cannot be
ascertained until the work of assessment and remediation actually
begins.

0&A Mine Sites

Mines has prepared a current estimate of liability for O&A mine sites.
This estimate has received their Minister’s approval. Conservation has
completed Site Specific Human and Environmental Risk Assessments at
two O&A mine sites. The estimate is to conduct environmental and

@ | Office of the Auditor General

Manitoba

NOVEMBER 2005



REVIEW OF THE PROVINCE OF MANITOBA’S

MANAGEMENT OF CONTAMINATED SITES

health risk assessments at high priority sites and to guide development
of remediation strategies. As noted in the working document, the

“funding requirements in 2007/08 and 2008/09 are preliminary and
may vary pending results of risk assessments to be conducted by
Manitoba Conservation this year”.

The estimate, dated April 2005, identifies the environmental liability for
remediation of the sites as $61.5 million which includes:

- $2 million - preliminary estimate of costs for site assessment for
149 inactive mine sites;

- $21 million - based on a high level (level 1) remediation estimate
done for one mine site (Sherridon);

- $6.5 million - based on a preliminary (level 2) site assessment
which is not complete for one mine site (Gods Lake);

- $2 million - based on preliminary (level 2) estimates for one mine
site where no environmental assessment is done yet (Snow Lake);
and

- $30 million for long term rehabilitation for one mine site where
rehabilitation strategy and (level 3) environmental assessment has
been completed (Lynn Lake).

4.4.3 Status Of Reporting Practices For Environmental Liabilities

In Canadian Jurisdictions As At March 31, 2004

Observations

Figure 3 illustrates which Canadian jurisdictions (including the federal
government) fully accrued or partially accrued environmental liabilities
in their Public Accounts for the year ending March 31, 2004. It also
indicates whether a note on environmental liabilities was included as
part of the financial statements for their Public Accounts. For
jurisdictions that had not accrued or partially accrued environmental
liabilities as at March 31, 2004, the chart indicates which of those
jurisdictions plan to accrue for environmental liabilities in the future.
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FIGURE 3

Current Practice on Providing For and Disclosing Environmental Liabilities

As at March 31, 2004

Jurisdiction Accrual in Public Accounts Note QuELat?:y tgnd
e | Fully | Partially | No | Disclosure Book
British Columbia X Yes Yes
Alberta X No
Saskatchewan X No
Manitoba X Yes Yes
Ontario X Yes
Canada X Yes
Yukon X Yes Yes
Northwest Territories X Yes Yes
Nunavut X Yes Yes
Quebec X No No
New Brunswick X Yes No
Nova Scotia X Yes
Prince Edward Island X Yes No
Newfoundland and Labrador X Yes Yes

Source: Jurisdiction Information

e From a review of Figure 3, six jurisdictions indicated that they were
fully accruing environmental liabilities. Four of those six jurisdictions
also provided note disclosure in their Public Accounts.

@ | Office of the Auditor General Manitoba NOVEMBER 2005



REVIEW OF THE PROVINCE OF MANITOBA’S

MANAGEMENT OF CONTAMINATED SITES

5.0 Recommendations

5.1 FOR THE PROVINCE OF MANITOBA

Accountability Framework - Identification of Contaminated Sites —
Assigning Responsibility
e That the Province of Manitoba (Province) look to best practices in other
jurisdictions and develop an accountability framework for provincial
contaminated sites that includes formal assignment of operational
responsibility for:
- ldentification of sites;
- Inspection and assessment of sites;
- Performance reporting on management of sites;
- Quantification of environmental liabilities regarding contaminated
sites; and
- Reporting of environmental liabilities in the audited financial
statements of the Public Accounts.

5.2 FOR THE DEPARTMENT OF CONSERVATION

Operational — Department Owned and SOA Sites
e That the Department of Conservation (Conservation), as the department

tasked with ensuring compliance with the CSRA, establish a documented
protocol, including a more formal communication process with all other
provincial departments and SOAs, to ensure timely and complete:

- ldentification and recording of sites with potential environmental

impact;
- Reporting of any change in site status in the year; and
- Reporting of estimated costs for remediation of the site if required.

e That Conservation implement a support and training process to assist
provincial departments and SOAs in the identification and reporting of
potentially contaminated sites.

« That Conservation specifically identify and track provincially owned
sites within the database of contaminated sites.

Operational — O&A Fuel Storage Sites
e That Conservation continue to review fuel storage licensing records to
identify all potential O&A fuel storage sites resulting from the new
changes to the licensing requirements.

e That Conservation develop a program to address the issue of O&A fuel
storage sites which could include:
- Conducting a comprehensive inventory of sites;
- Assessing the need for remediation of identified sites;
- ldentifying the legal owner and determining if they can carry out
remediation; and
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- Priorizing sites in need of remediation where no legal or financially
viable owner can be identified.

That the status of O&A fuel storage sites be regularly reviewed to ensure
the timely update of information.

Financial — Department Owned and SOA Sites

That Conservation obtain estimates of remediation costs of the eight
known impacted sites and any additionally identified contaminated sites
owned by provincial departments and SOAs, for the purposes of
estimating the potential financial environmental liability of the
Province.

That Conservation ensure that complete contaminated site information
and the related financial estimates of environmental liability are
prepared and submitted annually to the Comptroller’s Office of the
Department of Finance (Finance) for the recording and disclosure of
environmental liabilities.

Financial — O&A Fuel Storage Sites

5.3

That Conservation perform environmental inspections and assessments
of known O&A fuel storage sites to provide more accurate assessments.
Those assessments will enable Conservation to more accurately identify
and prioritize those sites which the Province may be responsible for, and
to quantify the cost of the future remediation of those sites.

That Conservation ensure that complete O&A fuel storage site
information and the related financial estimates of environmental
liability are prepared and submitted annually to the Comptroller's Office
of Finance for the recording and disclosure of environmental liabilities.

FOR THE DEPARTMENT OF INDUSTRY, ECONOMIC
DEVELOPMENT AND MINES

Operational — O&A Mine Sites

That Mines continue to perform environmental inspections and
assessments of those sites not inspected and assessed to date. This will
enable them to have a better knowledge of each site in order to
prioritize the remediation of those sites, and to quantify the cost of the
future remediation of those sites which may become the responsibility
of the Province.

That Mines develop a documented program to address the issue of O&A
mine sites which could include:
- Conducting a comprehensive inventory of sites (improve on
knowledge to date);
- Assessing the need for remediation of identified sites;
- ldentifying the legal owner and determining if they can carryout
remediation;
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- Priorizing sites in need of remediation where no legal or financially
viable owner can be identified; and

- Addressing the environmental health and safety risk and costs of
not remediating O&A sites.

e That the status of O&A mine sites be regularly reviewed to ensure the
timely update of information.

Financial — O&A Mine Sites
e That Mines ensure that complete O&A mine site information and the
related financial estimates of environmental liability are prepared and
submitted annually to the Comptroller's Office of Finance for the
recording and disclosure of environmental liabilities.

5.4 FOR THE DEPARTMENT OF FINANCE

Estimation of Liability for 2005/06
e That Finance develop an expanded accounting policy for the recording
of environmental liabilities that addresses when the Province will
recognize a liability (e.g., if it is likely to be liable to clean up a site due
to public health and safety, contractual arrangements, or standards set
in legislation or regulations).

e That Finance outline for use by Departments and SOAs, an
environmental liability identification process that could include
answering the following questions:

- Is there damage to the environment?
- Does the damage result in an environmental cost?
e If “Yes”, measures are necessary for health and safety reasons;
or
e There is a good possibility of a negative impact even though
there is no immediate threat to the environment.
- Does the entity have a responsibility (e.g., laws, regulations,
agreements, promises, moral commitment)?
- How is the fact presented in the financial statements?
e High probability of the event and reasonable possibility of
estimate, then a liability in the financial statements;
e If “No” to the above, then note disclosure as a contingency in
the notes to the financial statements.
- If “No” to the first three bullets, then no mention in the financial
statements is needed.

e That Finance communicate their requirements to Departments and SOAs
to ensure that Finance receives complete and accurate estimates of
environmental liabilities for reporting in the 2005/06 Public Accounts.

e That Finance further follow-up and explore the potential liability
associated with health and safety issues resulting from asbestos and
mould in provincial department and SOA facilities.
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Response from Officials

The Province is committed to ensuring that adequate processes are in
place to enable the proper management and reporting of its
environmental remediation liabilities.

Recommendation 5.1: Accountability Framework - ldentification of
Contaminated Sites

The Province will review its current practices for managing provincially
owned contaminated sites and take required action to develop and
implement a cross-government framework for the management of
provincially owned contaminated sites that is consistent with best
practices in other jurisdictions. This may include assigning of
responsibility for management of provincially owned contaminated sites to
one department. This could also include expanding on the current
processes for prioritizing provincially owned contaminated sites based on
a risk assessment of public safety and regulatory concerns, to ensure that
remediation efforts are directed towards prioritized sites. The framework
will include a requirement for a central up-to-date repository of
contaminated site information related to provincially owned sites,
including identification of the department that has been assigned
responsibility for remediation. This information will support site
prioritization and any financial reporting requirements related to the
recording of environmental liabilities. Detailed remediation plans which
indicate the nature and timeline for remediation activities will be
prepared as considered necessary, and departmental progress towards
achieving planned activities will be monitored centrally.

Recommendation 5.2: Operational - Department Owned and SOA
Sites

As noted in the response to Recommendation 5.1, the Province will
undertake a review to determine the merits of this recommendation within
the widely accepted parameters of adhering to a risk-based approach to
managing sites. Such a review will be undertaken by the Insurance and
Risk Management Branch in consultation with affected departments and
Treasury Board.

Conservation’s responsibility under existing legislation is to be the
provincial regulator related to all contaminated sites in the Province.
Conservation does not have a mandate to direct the management of sites
owned by other government departments and SOAs. The responsibility for
site management currently resides with the department or SOA that owns
the site. However, these sites are currently tracked as part of the overall
approach within the contaminated sites program, but were not specifically
identified as such. The current program considers risk as the primary
driver for prioritizing which sites receive the most attention by the
department, whether or not they are provincially owned.

@ | Office of the Auditor General Manitoba NOVEMBER 2005



REVIEW OF THE PROVINCE OF MANITOBA’S

MANAGEMENT OF CONTAMINATED SITES

As part of the overall accountability framework for the management of
provincially owned sites, if it is determined that a coordinated internal
approach is required, then it will be necessary to ascertain what
department or agency would be best situated to undertake such a
responsibility.

Recommendation 5.2: Operational - O & A Fuel Storage Sites

Conservation agrees with the recommendation to continue to review fuel
storage licensing records to identify all potential O&A fuel storage sites
resulting from the new changes to licensing requirements.

Conservation will review its program for O&A fuel storage sites in the
areas identified in the recommendation.

Recommendation 5.3: Operational - O & A Mine Sites

Mines will continue with programs as planned for the five High Risk sites.
Once inspected, the remaining sites will be prioritized using a Risk
Assessment Process and Mines agrees to review the pace of remediation
and develop a long-term plan to address the sites of highest risk. The
implementation of the updated Mine Recording System will allow for the
timely update of information and review of the status of all sites.

Mines site information and related financial information will be forwarded
to the Provincial Comptroller’s Office on an annual basis.

Recommendation 5.4: Estimation of Liability for 2005/06

Finance (Comptroller’s Division) is in the process of finalizing an
accounting policy and guidelines for recognition of environmental
liabilities in the Province’s financial statements. The policy is being
developed based on a review of best practices in other jurisdictions and
after considering guidance provided by the Institute of Chartered
Accountants (CICA) and other recognized financial standard setting
bodies. The accounting policy will be consistent with the new PSAB
accounting standards for recognition of liabilities and contingent
liabilities in a government’s financial statements.

Finance is working with impacted departments to provide direction on the
implementation of the accounting policy requirements in order to enable a
complete and accurate estimate of the Province’s environmental liabilities
for recognition in the 2005/06 financial statements.

A process will also be developed to facilitate updating and revaluation of
the Province’s environmental remediation liabilities on an annual basis for
financial reporting purposes.
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Appendix A I GLOSSARY OF TERMS

Contaminant In relation to a site, means any product, substance or
organism that is foreign to or in excess of the natural
constituents of the environment at the site, and that:

(a) has affected, is affecting, or may affect
the natural, physical, chemical, or
biological quality of the environment; or

(b) is, or is likely to be, injurious or damaging
to the health or safety of a person.

Contaminated Site A site, designated under the CSRA, where contaminants are
present at a level which poses or may pose a threat to
human health or safety or the environment.

Costs of Remediation In relation to a contaminated site, include

a) costs reasonably incurred by the
government to

i) investigate the site for the purpose
of determining the existence, nature
or extent of the contamination and
report the results of the
investigation,

ii) review a proposed apportionment
agreement in respect of the site,

iii) participate in any hearing, other
than the hearing of an appeal,
conducted by the commission in
respect of the site,

iv) review or prepare a remediation plan
for the site, or

v) effect remediation of the site,
whether or not a remediation order
has been issued in respect of the
site, or monitor the progress of
remediation carried out by others,

b) the commission’s costs of reviewing a
remediation plan or conducting a hearing
in relation to the site, as determined by
the commission;

c) costs reasonably incurred by a person to
carry out his or her obligations under an
investigation order [other than an order
made under clause 6(b)] or an order under
section 15 or to effect remediation under
a remediation order; and

d) any other costs prescribed by regulation
or approved by order of the director or by
order of the commission under subsection
27(2).
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