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HEROS

HUD 
Environmental 
Review 
Online 
System

ORCF Staff are now using HEROS for all 
environmental reviews



Key Delays in Environmental Reviews

• HUD Reviewer needs to do two things:

– Make a Conclusion

– Document the File

• Phase I’s and Lender submissions often make 
conclusions, but do not provide 
documentation to support conclusions.



Delays

• Expiration Date of Phase I is 180 days 
following site visit.  HUD does not have the 
authority to waive this.

• Recognized Environmental Conditions (RECs) 
not resolved.

• Phase I consultant was unaware of the level of 
repairs being completed so did not complete 
required level of review.



Delays

• Phase I states that SHPO, Fire Marshall, etc. 
were contacted, but haven’t responded yet.  
Lender fails to follow up prior to application 
submission.

• Tribal Consultation—Contact 
LEANThinking@hud.gov prior to submission.

• Failure to include floodplain documentation.

• Failure to check both existing and preliminary 
flood map.

mailto:LEANThinking@hud.gov


Delays

• Phase I doesn’t include the entire site; Phase I 
must include ALL collateral

• Towers: Buildings must be outside the 
engineered fall distance of towers (e.g. cellular 
towers, high voltage transmission towers, 
satellite towers, etc).  Not applicable to water 
towers.

• Phase I’s that say “Draft”



Floodplain Management

24 CFR Part 55 & 

4232.1, Section II, Production, 
Chapter 7.5C



Floodplain Management



Floodplain Management Delays

• Floodway located on the site *INELIGIBLE*

• Flood map submitted doesn’t have site 
boundaries marked

• Preliminary Flood Map wasn’t checked

• Standard Flood Hazard Determination Letter 
wasn’t provided

• Modified 8 Step documentation not provided 
or missing information (223f projects)



Preliminary Flood Maps

• HUD uses preliminary flood maps.



Modified 8 Step (aka 5 Step)

• Projects with 100 year or 500 year floodplain 
on the site:
1. Participation in an early warning system

2. Emergency evacuation & relocation plan

3. Identification of evacuation route(s) out of the 
500-year floodplain 

4. Identification marks of past or estimated flood 
levels on all structures previously flooded or 
located within the 500-year or 100-year 
floodplain



Modified 8 Step: Early Warning System

• Preparation of and participation in an early 
flood warning system.

• Indicate the method(s) used to monitor 
weather conditions and flooding alerts (e.g., 
NOAA weather radio continuously monitored 
by staff and an emergency alert agreement 
with the state or municipal emergency 
services agency.)



Modified 8 Step: Emergency 
Evacuation & Relocation Plan

• An emergency evacuation and relocation plan, 
including names and addresses of like facilities 
(i.e., similar residential healthcare facilities) 
that have agreements or contracts with the 
subject to serve as temporary relocation sites 
for the subject’s residents. 

• Relocation sites that are located outside the 
500-year floodplain must be included.



Modified 8 Step: Identification of 
evacuation route(s)

• Identification of evacuation route(s) out of the 
500-year floodplain. Provide road maps and 
the flood zone designations of the relocation 
sites. 



Modified 8 Step: Identification Marks

• Identification marks of past or estimated flood 
levels on all structures.

• If all structures are located outside the 100-
year and 500-year floodplain then this 
requirement is not applicable.



Modified 8 Step: 
New and Renewal Leases

• All new and renewal leases or contracts must 
contain an acknowledgement signed by the 
residents or their representatives indicating 
they have been advised of the portions of the 
site that are in a floodplain and that flood 
insurance is available for their personal 
property.

• Lender must provide an example.



Incidental Portion Exception

• No improvements including site improvements in 
the 100 or 500 year floodplain.

• Permanent protective covenant to preserve 
floodplain must be placed on the site prior to 
closing and must run with the land.

• Lenders should discuss with borrower early in the 
process as this is a permanent restrictive 
covenant.

• Example covenant is located on ORCF’s website



Incidental Portion Exception

• Lender to provide in application:

– Site survey with elevations and flood hazard zones 
delineated based on the best available data

– Description of how the project qualifies for the 
exception

– A copy of the permanent covenant or comparable 
restriction that will be placed on the property’s 
continued use to preserve the floodplain.



Benefits of Modified 8 Step vs. 
Incidental Portion Exception

• Benefits of the Modified 8 Step

– Projects serve frail residents, so early warning 
system and evacuation plan is encouraged for all 
projects.

– Protective covenant is a permanent restriction 
that runs with the land so could restrict future use 
even after mortgage is paid off.



Flood Insurance

• Required when any portion of a site structure 
is located within a 100-year flood zone.

• See 4232.1, Section II Production, Chapter 
14.7.H for Flood Insurance Requirements.



Wetlands Protection

24 CFR 50.4(b)(3) &

4232.1, Section II Production, 
Chapter 7.5I



Wetlands Protection

• Delays occur when construction or repairs will 
impact a wetland, which requires a full 8 step 
process.



Wetlands Protection

• Wetlands Restriction:  

– Ensures that HUD will perform an 8 step if future 
repairs will impact a wetland.  

– Doesn’t necessarily restrict development

– Only applicable while subject to HUD mortgage



Historic Preservation

36 CFR Part 800 & 

4232.1, Section II Production, 
Chapter 7.5E



State Historic Preservation Office 
(SHPO) Review Delays

• Each SHPO has its own guidance.  Review 
individual SHPO websites prior to contacting 
SHPO.

• Allow 30 days for review by SHPO

• Must contact SHPO when repairs exceed 
routine maintenance per HUD’s definition.
Provide complete information to the SHPO:
– Describe the repairs 

– Area of Potential Effect



HUD’s Definition of Routine 
Maintenance

• CPD Notice 16-02—HUD’s Definition of 
Routine Maintenance



Example Repair Description for SHPO

• Incomplete Description:  The subject project 
will complete repairs that have not yet been 
determined, however, they won’t be in excess 
of substantial rehabilitation.

• Better Description: The subject project will 
complete the attached repairs.  Repairs 
include replacement of windows, burying and 
aboveground storage tank and internal 
upgrades to unit bathrooms.  



Tribal Consultation

• Required for projects with ground 
disturbance/digging

• HUD must complete consultation directly with 
the tribe

• HUD’s Tribal Directory lists applicable tribes

• Pro Tip:  Submit to LEANThinking@hud.gov in 
advance of application submission (following 
FHA number issuance)

mailto:LEANThinking@hud.gov


Tribal Consultation Exhibits

• ORCF requires the following information to 
complete tribal consultation:



Aboveground Storage Tanks

24 CFR 50.4(k) &

4232.1, Section II Production, 
Chapter 7.5G



Projects NOT Increasing Residential 
Density

• Provide request for tank safety letter from Fire 
Department and response

OR

• Acceptable Separation Distance Calculations 
with an aerial map showing tank location and 
distance to building and areas of 
congregation.



ASD Calculator



Projects Increasing Residential Density
24 CFR 51, Subpart C

• Project must comply with Acceptable 
Separation Distance (ASD) calculation 

OR

• Mitigation is required
– Mitigation plan to be designed by an engineer

– Plan must be approved by HUD prior to 
completing Environmental Review

– Mitigation must be completed prior to Final 
Closing



Asbestos

4232.1, Section II Production, 
Chapter 7.7



Asbestos Related Delays

• Not providing the asbestos survey report & 
the Operations & Maintenance Plan with the 
application

– Baseline Survey required for all projects with 
structures built prior to 1978

– Pre-demolition survey required for any structures 
to be demolished.

– O&M Plan required when survey identifies 
suspect Asbestos Containing Materials.



Asbestos

• If Asbestos Containing Materials or Suspect 
materials
– Remove
– Limited Removal/Encapsulation/Enclosure
– Operations & Maintenance Program

• Updated Guidance:  Friable asbestos can now be 
managed in place with an Operations & 
Maintenance (O&M) plan provided that there is 
limited potential for disturbance.  Qualified 
Opinion must be included in application.



New Requirements



Radon

4232.1, Section II Production, 
Chapter 7.8



Radon Requirements

• Provide radon report by qualified professional

• Must comply with newest standards

• Mitigation typically required if radon levels are 
over 4 picocuries per liter (See Chapter 7.8)

• New Construction projects require radon 
resistant construction.  Testing is required 
following construction prior to final closing.



Water Quality



Water Quality

• ORCF is now reviewing water quality on all 
projects.  

• Please assure that the PCNA or Phase I (or both) 
includes documentation showing that the project 
meets water quality standards.

• Typically, this is a copy of a report from the local 
water authority’s website (submit most recent).

• Drinking water must meet Federal, State and 
Local requirements prior to closing.

• Summarize findings in Lender Narrative.



Lender Environmental Tools

• Handbook 4232.1, Section II Production, 
Chapter 7

• Lender’s Environmental Checklist

• HEROS Partner Worksheets

https://portal.hud.gov/hudportal/documents/huddoc?id=42321s2c7HSGH.pdf
http://portal.hud.gov/hudportal/documents/huddoc?id=223f_EnvChecklist.xlsx
https://www.hudexchange.info/resource/5119/environmental-review-record-related-federal-laws-and-authorities-partner-worksheets/


Bonus Material



Environmental Reviews
 Reviews are required for:

 New construction
 Substantial Rehabilitation
 Refinances
 Purchases
 Supplemental Loans

 Exceptions:
 Refinances of currently FHA-insured mortgages when there will be no 

changes, improvements, or repairs that exceed routine maintenance

 Timing:
 HUD’s environmental review must be complete before a Firm 

Commitment can be issued



Lender’s Responsibilities

• Include all environmental documentation with 
the application

• Discuss environmental factors within the Lender 
Narrative

• Do not allow borrower to begin
any construction, ground disturbance, 
or repairs that exceed routine
maintenance until HUD has completed
its environmental review



Historic Preservation 
Production Chapter 7.5.D 

HUD undertakings must comply
with the National Historic 
Preservation Act (NHPA)
36 CFR Part 800

Federal agencies must consider
the effects of their undertakings
on historic properties and must afford the 
Advisory Council on Historic Properties the 
opportunity to comment
Section 106 of the NHPA



Historic Preservation (continued)

Mortgage insurance applications are considered 
“federal undertakings” that require HUD to make 
a determination of:

No effect

No adverse effect
OR

Adverse effect upon historic properties



Historic Preservation

Consultation with the State Historic Preservation 
Officer (SHPO) is required for:

 New construction and substantial rehabilitation projects 

 223(f), 223(a)(7), and 241(a) applications when the 
project involves alterations or repairs that exceed the 
level of routine maintenance

The Historic Preservation review must be completed 
before HUD issues a Firm Commitment.



Historic Preservation (continued)

For projects requiring consultation, lender should:

Send a letter to the appropriate State Historic 
Preservation Officer (SHPO) before submitting the 
mortgage insurance application to HUD.

Include the letter to the SHPO, and their response, if 
any, in the application submission package.



Historic Preservation (continued)

Send complete information to the SHPO.  They have 
30 days to respond, but if they require additional 
information it can add to the review time.

 Be specific about the scope of work
 Include a map, photos, and plans

Check the SHPO’s website; some states have specific 
submission requirements.

For more information, check the SHPO website: 
http://www.ncshpo.org/find/index.htm

https://www.flexcommute.com/WebUI3/Logon.aspx?ReturnUrl=/WebUI3/Card-Management.aspx


Historic Preservation (continued)

Tribal consultation is required when a development activity 
will impact property of religious and cultural significance to 
any federally-recognized Native American tribes.

 HUD must consult directly with the affected tribes and must 
allow at least 30 days for the tribes to respond.  HUD’s 
environmental review cannot be completed
until the tribe has responded or the 30-day
period has elapsed.

 For Section 232 facilities, the most common
activity requiring tribal consultation is
ground disturbance (i.e., digging).



Historic Preservation:  
Exceptions from Section 106 Consultation

• If there is no construction, rehab, or physical changes 
except for routine maintenance, then there is “no 
potential to cause effects” to historic properties
(See memo on difference between maintenance and repairs:
http://portal.hud.gov/hudportal/documents/huddoc?id=DOC_1
3720.pdf

• Some states have a Memorandum of Agreement or 
Programmatic Agreement with HUD that may exclude 
certain types of projects from consultation 
requirements

http://portal.hud.gov/hudportal/documents/huddoc?id=DOC_13720.pdf


Floodplain Management    
Production Chapter 7.5.C

Identifying the Flood Zone

• Flood zone designations are found on the FEMA Flood 
Insurance Rate Maps (FIRMs)



Identifying the Flood Zone (continued)

• When FEMA provides interim data (i.e., 
Advisory Base Flood Elevations or preliminary 

maps), use the latest source

– Base flood elevations from an advisory or 
preliminary map will not be used if the elevations 
are lower than the elevations on the current FIRM.



Floodplain Management
24 CFR Part 55

If any part of a Section
232 project site is
located in a 100-year or
500-year floodplain,
compliance with 24 CFR 55 is required

All Section 232 projects are considered “critical 

actions” - Defined at 24 CFR 55.2(b)(3)



Floodplain Management (continued)

Section 232 projects located in 100-year or 500-
year floodplains require:

 An early flood warning system 

 An emergency evacuation and relocation plan

 Evacuation route(s) out of the 500-year floodplain

 Identification marks of past or estimated flood levels 
on all structures



Floodplain Management - Ineligibility

Mortgage insurance is not available for projects 
located in: 

Floodway

Coastal high hazard area

OR 

100-year floodplain when the community has been 
suspended from or does not participate in the 
National Flood Insurance Program.



Exemption from Part 55 Regulation

CFR 55.12(c)(7):  The floodway and coastal high 
hazard area prohibitions do not apply when:

 Only an incidental portion of the project site is in 
the 100-year or 500-year floodplain

 All improvements and landscaping activities do not 
occupy or modify the floodplain

 A  permanent restriction is placed on the property’s 
continued use to preserve the floodplain



Protection of Wetlands
Production Chapter 7.5.H

The process for identifying wetlands is in 24 CFR 55: 

“Wetlands generally include swamps, marshes, bogs, and 
similar areas…”

 Primary screening: National Wetlands Inventory (NWI) 
NWI Mapper: http://107.20.228.18/Wetlands/WetlandsMapper.html#

 Secondary screening: 
• USDA NRCS National Soil Survey 
• State and local information

http://107.20.228.18/Wetlands/WetlandsMapper.html


Decision Making Process for 
Floodplains & Wetlands 

24 CFR 55.20

ORCF must complete a decision making process 
when:

The property is located in a 100-year or 500-year 
floodplain

AND/OR 

Construction, including site work, may impact a 
wetland



Decision Making Process (continued)

An 8-step is completed for New Construction 
projects and many rehabilitation activities 

Other actions may qualify under 24 CFR 55.12(a) for 
an abbreviated process.  

The decision making process must be 
completed before the issuance of the 
Firm Commitment.



8-Step Decision Making Process 
Floodplains and Wetlands

The full 8-step process:

• Requires consideration of alternate sites

• Includes publishing two public notices (early 
and final) and two public comment periods

Each step is described at §55.20



Abbreviated Decision Making Process

An abbreviated 5-step process is available 
for:

Refinance or acquisition of existing projects 

Rehabilitation activities when: 

– The number of units is not increased more than 20%

– The footprint of the structure and paved areas is not 
significantly increased

– The cost of renovation is less than 60% of the  pre-
renovation market value of the structure



Abbreviated Process for Wetlands

When construction will impact a wetland, the first 
5 steps are not required if:

The  construction is outside the 500-year floodplain

A Section 404 permit is issued by USACE or by a State 
or Tribal government under Sect. 404(h) of the Clean 
Water Act 

All wetlands adversely affected by the project are 

covered by the permit



Wetland Exception from Part 55.20

When wetlands exist but will not be impacted 
by the project, the decision making process is 
not required.

A restriction will be required to assure that no 
future activities that may impact a wetland will 
be undertaken without prior approval from 
HUD.



Aboveground Storage Tanks (ASTs)
Production Chapter 7.5.F

Structures and residents
must not be exposed to
unacceptable risks from

explosive or flammable
hazards.



Aboveground Storage Tanks (continued)

When residential density will increase:

 ASTs with explosive or flammable contents must 
comply with the Acceptable Separation Distance 
standards at 24 CFR 51 Subpart C

 Applies to ASTs containing liquid fuel (over 100 
gallons) or pressurized gas (any size)



Aboveground Storage Tanks  (continued)

When a project does not involve an increase in 
residential density:

HUD must evaluate the AST risk 

 Request a conformance letter from the Fire 
Department for the AST to assist HUD with its 
evaluation

When a letter cannot be obtained, an acceptable 
separation distance (ASD) calculation must be 
included in the application and mitigation may be 
required



Aboveground Storage Tanks (continued)

 HUD’s Acceptable Separation Distance Calculator is online at: 
http://www.HUD.gov/offices/cpd/environment/asdcalculator.cfm

 If a barrier wall will be constructed as mitigation, HUD's Barrier 
Design Guidance (Guidebook 6600.G) for flammable/explosive 
hazards mitigation is online at: 
http://portal.hud.gov/hudportal/documents/huddoc?id=barrier_design_guidance.pdf

 A licensed professional engineer should design and oversee 
the construction of a barrier.  

 For assistance contact Nelson.A.Rivera@hud.gov

 If a mitigation plan involves ground disturbance, such as for 
burial of a tank, then SHPO and Tribal consultation requirements 
apply

http://www.hud.gov/offices/cpd/environment/asdcalculator.cfm
http://portal.hud.gov/hudportal/documents/huddoc?id=barrier_design_guidance.pdf
mailto:Nelson.A.Rivera@hud.gov


ASD Calculator



Contamination Analysis  
Production Chapter 7.3 

The Phase I Environmental Site Assessment 
(ESA) must:

 Comply with ASTM E 1527 

 Encompass the entire property

 Be the final version (not a “draft”)



Phase I ESA Timing

The Phase I must be conducted within one year 
of the application’s submission date to HUD

 Conducted means the earliest of the date of 
the site visit, records review documents, or 
interviews.

 Submission date is the Date Entered Queue.



Phase I Timing (continued)

 A Phase I ESA conducted more than 180 
days (and not more than 1 year) before the 
submission date must be updated; a site 
visit is required.

 A Phase I conducted more than 1 year 
before the application’s submission cannot 
be updated; a new Phase I is required.



Recognized Environmental Conditions 
(RECs)

• The purpose of the Phase I is 
to determine the presence, 
or likely presence, of RECs

• RECs = petroleum products 
and “hazardous substances” 
as defined by CERCLA, The 
Superfund Act



Underground Storage Tanks (USTs)

For USTs that contain (or previously contained) 
hazardous waste or petroleum products, provide 
available information on:

 Age of the tank and associated systems
Monitoring history 
Operations & maintenance plan (O&M)
 Leak detection, spill prevention, corrosion protection
 Phase II results
 If regulated by the state, provide documents 

including inspection reports, permits, etc.



Decommissioned Underground 
Storage Tanks

When an underground storage tank has been 
removed or closed in place:

• Provide closure/removal documentation 

• Phase II study results 

The Phase I ESA must determine
if the former UST is a REC 



Vapor Encroachment Screen (VES)

The Phase I ESA must incorporate an initial vapor 
(a.k.a., gas) encroachment screen

Tier 1 “non-invasive” screening pursuant to ASTM 
E 2600–10, Section 8  

Purpose:  to determine if there is a potential for 
vapors to occur in the subsurface below existing 
and/or proposed on-site structures



Vapor Encroachment Condition 
(VEC) 

• VEC:  The “presence or likely presence” of vapors in 
the subsurface below existing and/or proposed on-
site structures.

• If a VEC is present, a VEC is likely 
present, or a VEC cannot be ruled
out, then it must be considered a
REC for purposes of the Phase I ESA



A Phase II Study (Testing)
Required when:

The Phase I indicates that there is a REC and corrective 
action is potentially feasible;

The Phase I comes to no definite conclusion regarding the 
presence of a REC; or

HUD requires a Phase II ESA for reasons that are described 
to the Lender.  

Exception: 
When it is obvious that remediation will be required, HUD 
may allow bypassing the Phase II and proceeding directly to 
remediation.



Phase II ESA Conclusion

 There are “hazardous substances” as defined by 
CERCLA, and/or petroleum and petroleum 
products at levels that exceed the statewide, 
non-site specific criteria (de minimis levels).

OR

No hazardous substances, petroleum or 
petroleum products have been identified above 
de minimis levels.



Phase II Conclusion (continued)

Off-site contamination:

There is no known or perceived off-site contamination 
in the vicinity of the proposed site; or

It is unlikely that any known or perceived off-site 
contamination will migrate on to the site; or

It is likely that known or perceived off-site 
contamination will migrate on to the site.



Remediation
Remediation is required if the Phase II 
determines either: 

On-site: Hazardous substances, petroleum, 
or petroleum products have been identified 
above de minimis levels.

OR

Off-site: It is likely that known or perceived 
off-site contamination will migrate on to 
the site.



Remediation Plan

Submitted to HUD with the application.

Must meet the remediation standards for 
residential use

Evidence of approval of the plan by the Local, 
State, Tribal or Federal (LSTF) authority must be 
submitted with the application



Remediation Plan (continued)

The remediation plan must require either:

Removal of the contamination to de 
minimis levels 

OR

Incomplete removal of contamination in 
the form of a Risk-Based Corrective Action 
approved by the LSTF for residential use



Remediation Timing

If cost or effectiveness of remediation is 
uncertain, prior to issuance of the Firm 
Commitment:

 The remedial work must be completed, 
including clearance testing

AND

 The remediation completed and approved, 
including issuance of any clearance and 
closure documents by the LSTF authority.



Remediation Timing (continued)

When the extent and the cost of 
cleanup can be determined, HUD 
may accept a plan that completes 
the remediation, including  closure
documents and LSTF approval, 
prior to closing.



Asbestos Report
Production Chapter 7.7

Applicable to any on-site
structure built before 1978.

Must be performed by a 
qualified asbestos inspector.

Must be received prior to 
the issuance of a Firm Commitment.



Asbestos Report – Baseline Survey

Meeting the Baseline Survey requirements of ASTM 
E 2356, Standard Practice for Comprehensive 
Building Asbestos Surveys.  

Provides a general sense of the location, type, 
quantity, and condition of Asbestos Containing 
Materials (ACM).  Most accessible functional spaces 
are inspected and bulk samples taken of suspect 
ACM.

 In a Baseline Survey, destructive testing is avoided.



Asbestos Survey 
Pre-1978 Building To Be Demolished

Before demolition, a comprehensive 
building asbestos survey performed by a 
qualified asbestos inspector pursuant to 
the “pre-construction survey” 
requirements of ASTM E 2356 is required. 



Coastal Zone Management
Production Chapter 7.5.A

 Coastal Zone Management Act of 1972 applies to new 
construction, conversion of land use, major 
rehabilitation, or the acquisition of undeveloped land.

 Information is available on the NOAA Office of Ocean 
and Coastal Resource Management website. 

 Covered projects must provide a consistency 
determination from the State coastal commission. 



Noise
Production Chapter 7.5.E

Describes noise requirements
for New Construction projects.

Addresses railroads.  For 
buildings within 100 feet of a
railroad track:

 New construction is discouraged  
 Existing structures should be examined for damage caused 

by vibrations  
 A railroad vibration study may be required  
 A rail line may not cross a property 



Endangered Species
Production Chapter 7.5.J

Applies to projects involving:

 Construction (e.g., a building addition) 

 Site work (i.e., tree removal, site alterations, clearing) 

Listings of protected species are available at the U.S. 
Fish & Wildlife Service (FWS) website. 

 FWS consultation if there are endangered species 
or critical habitats in the project's area.



Sole Source Aquifers
Production Chapter 7.5.J

When a project is located 
within the boundaries of a 
sole source aquifer:

 New construction and some rehabilitation projects must be 
reviewed by EPA for effect.  EPA aquifer maps are online:

http://water.epa.gov/infrastructure/drinkingwater/sourcewater/protection/soleso
urceaquifer.cfm

 HUD must consult directly with EPA.

http://water.epa.gov/infrastructure/drinkingwater/sourcewater/protection/solesourceaquifer.cfm


Commonly Found Nuisances & Hazards 
Production Chapter 7.5.K 

Applies to existing projects, new construction, and 
substantial rehabilitation.

 Pipelines:  All parts of any structure must be at least 10 feet 
from the easement for any high pressure gas or liquid 
petroleum pipeline.

 Transmission Lines:  No structure can be located within the 
easement of any overhead high voltage transmission line. 



Nuisances & Hazards

 Fall Zones:  All structures must be outside the engineered fall 
distance of any support structure for high voltage 
transmission lines, radio antennae, satellite towers, cellular 
towers, etc.   This does not apply to: 

• Local service electric lines and poles

• Water towers


