
Section 232 Lender Underwriter 
Training Session

June 7, 2017



Section 232
Environmental Review

Handbook Chapter 7



HEROS

HUD 
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Online 
System

üORCF Staff are now using HEROS for all 
environmental reviews



Key Delays in Environmental Reviews

ÅHUD Reviewer needs to do two things:

ïMake a Conclusion

ïDocument the File

ÅtƘŀǎŜ LΩǎ ŀƴŘ [ŜƴŘŜǊ ǎǳōƳƛǎǎƛƻƴǎ ƻŦǘŜƴ ƳŀƪŜ 
conclusions, but do not provide 
documentation to support conclusions.



Delays

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

ÅRecognized Environmental Conditions (RECs) 
not resolved.

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



Delays

ÅPhase I states that SHPO, Fire Marshall, etc. 
ǿŜǊŜ ŎƻƴǘŀŎǘŜŘΣ ōǳǘ ƘŀǾŜƴΩǘ ǊŜǎǇƻƴŘŜŘ ȅŜǘΦ  
Lender fails to follow up prior to application 
submission.

ÅTribal ConsultationτContact 
LEANThinking@hud.govprior to submission.

ÅFailure to include floodplain documentation.

ÅFailure to check both existing and preliminary 
flood map.

mailto:LEANThinking@hud.gov


Delays

ÅtƘŀǎŜ L ŘƻŜǎƴΩǘ ƛƴŎƭǳŘŜ ǘƘŜ ŜƴǘƛǊŜ ǎƛǘŜΤ tƘŀǎŜ L 
must include ALL collateral

ÅTowers: 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.

ÅtƘŀǎŜ LΩǎ ǘƘŀǘ ǎŀȅ ά5ǊŀŦǘέ



Floodplain Management

24 CFR Part 55 & 

4232.1, Section II, Production, 
Chapter 7.5C



Floodplain Management



Floodplain Management Delays

ÅFloodway located on the site *INELIGIBLE*

ÅCƭƻƻŘ ƳŀǇ ǎǳōƳƛǘǘŜŘ ŘƻŜǎƴΩǘ ƘŀǾŜ ǎƛǘŜ 
boundaries marked

ÅtǊŜƭƛƳƛƴŀǊȅ CƭƻƻŘ aŀǇ ǿŀǎƴΩǘ ŎƘŜŎƪŜŘ

ÅStandard Flood Hazard Determination Letter 
ǿŀǎƴΩǘ ǇǊƻǾƛŘŜŘ

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



Preliminary Flood Maps

ÅHUD uses preliminary flood maps.



Modified 8 Step (aka 5 Step)

ÅProjects 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

ÅPreparation of and participation in an early 
flood warning system.

ÅIndicate 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

ÅAn 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 
ŦƻǊ ǘƘŜ ǎǳōƧŜŎǘΩǎ ǊŜǎƛŘŜƴǘǎΦ 

ÅRelocation sitesthat are located outside the 
500-year floodplain must be included.



Modified 8 Step: Identification of 
evacuation route(s)

ÅIdentification 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

ÅIdentification marks of past or estimated flood 
levels on all structures.

ÅIf 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

ÅAll 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.

ÅLender must provide anexample.



Incidental Portion Exception

ÅNo improvements including site improvements in 
the 100 or 500 year floodplain.

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

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

Å9ȄŀƳǇƭŜ ŎƻǾŜƴŀƴǘ ƛǎ ƭƻŎŀǘŜŘ ƻƴ hw/CΩǎ ǿŜōǎƛǘŜ



Incidental Portion Exception

ÅLender to provide in application:

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

ïDescription of how the project qualifies for the 
exception

ïA copy of the permanent covenantor comparable 
ǊŜǎǘǊƛŎǘƛƻƴ ǘƘŀǘ ǿƛƭƭ ōŜ ǇƭŀŎŜŘ ƻƴ ǘƘŜ ǇǊƻǇŜǊǘȅΩǎ 
continued use to preserve the floodplain.



Benefits of Modified 8 Step vs. 
Incidental Portion Exception

ÅBenefits of the Modified 8 Step

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

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



Flood Insurance

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

ÅSee 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

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



Wetlands Protection

ÅWetlands Restriction:  

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

ï5ƻŜǎƴΩǘ ƴŜŎŜǎǎŀǊƛƭȅ ǊŜǎǘǊƛŎǘ ŘŜǾŜƭƻǇƳŜƴǘ

ïOnly 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

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

ÅAllow 30 days for review by SHPO

ÅMust contact SHPO when repairs exceed 
routine maintenance per I¦5Ωǎ ŘŜŦƛƴƛǘƛƻƴΦ
Provide complete information to the SHPO:
ïDescribe the repairs 

ïArea of Potential Effect



I¦5Ωǎ 5ŜŦƛƴƛǘƛƻƴ ƻŦ wƻǳǘƛƴŜ 
Maintenance

ÅCPD Notice 16-02τI¦5Ωǎ 5ŜŦƛƴƛǘƛƻƴ ƻŦ 
Routine Maintenance



Example Repair Description for SHPO

ÅIncomplete Description:  The subject project 
will complete repairs that have not yet been 
ŘŜǘŜǊƳƛƴŜŘΣ ƘƻǿŜǾŜǊΣ ǘƘŜȅ ǿƻƴΩǘ ōŜ ƛƴ ŜȄŎŜǎǎ 
of substantial rehabilitation.

ÅBetter 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

ÅRequired for projects with ground 
disturbance/digging

ÅHUD must complete consultation directly with 
the tribe

ÅI¦5Ωǎ ¢Ǌƛōŀƭ 5ƛǊŜŎǘƻǊȅ ƭƛǎǘǎ ŀǇǇƭƛŎŀōƭŜ ǘǊƛōŜǎ

ÅPro Tip:  Submit to LEANThinking@hud.govin 
advance of application submission (following 
FHA number issuance)

mailto:LEANThinking@hud.gov


Tribal Consultation Exhibits

ÅORCF 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

ÅProvide request for tank safety letter from Fire 
Department and response

OR

ÅAcceptable 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

ÅProject must comply with Acceptable 
Separation Distance (ASD) calculation 

OR

ÅMitigation is required
ïMitigation plan to be designed by an engineer

ïPlan must be approved by HUD prior to 
completing Environmental Review

ïMitigation must be completed prior to Final 
Closing



Asbestos

4232.1, Section II Production, 
Chapter 7.7



Asbestos Related Delays

ÅNot providing the asbestos survey report & 
the Operations & Maintenance Plan with the 
application

ïBaseline Survey required for all projects with 
structures built prior to 1978

ïPre-demolition survey required for any structures 
to be demolished.

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



Asbestos

ÅIf Asbestos Containing Materials or Suspect 
materials
ïRemove
ïLimited Removal/Encapsulation/Enclosure
ïOperations & Maintenance Program

ÅUpdated 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

ÅProvide radon report by qualified professional

ÅMust comply with newest standards

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

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



Water Quality



Water Quality

ÅORCF is now reviewing water quality on all 
projects.  
ÅPlease assure that the PCNA or Phase I (or both) 

includes documentation showing that the project 
meets water quality standards.
ÅTypically, this is a copy of a report from the local 
ǿŀǘŜǊ ŀǳǘƘƻǊƛǘȅΩǎ ǿŜōǎƛǘŜ όǎǳōƳƛǘ Ƴƻǎǘ ǊŜŎŜƴǘύΦ
ÅDrinking water must meet Federal, State and 

Local requirements prior to closing.
ÅSummarize findings in Lender Narrative.



Lender Environmental Tools

ÅHandbook 4232.1, Section II Production, 
Chapter 7

Å[ŜƴŘŜǊΩǎ 9ƴǾƛǊƻƴƳŜƴǘŀƭ /ƘŜŎƪƭƛǎǘ

ÅHEROS 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
ÇReviews are required for:
ÁNew construction
ÁSubstantial Rehabilitation
ÁRefinances
ÁPurchases
ÁSupplemental Loans

ÇExceptions:
ÁRefinances of currently FHA-insured mortgages when there will be no 

changes, improvements, or repairs that exceed routine maintenance

ÇTiming:
ÁI¦5Ωǎ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ǊŜǾƛŜǿ Ƴǳǎǘ ōŜ ŎƻƳǇƭŜǘŜ ōŜŦƻǊŜ ŀ CƛǊƳ 

Commitment can be issued



[ŜƴŘŜǊΩǎ wŜǎǇƻƴǎƛōƛƭƛǘƛŜǎ

ÅInclude all environmental documentation with 
the application

ÅDiscuss environmental factors within the Lender 
Narrative

ÅDo 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 

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

üFederal 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 
άŦŜŘŜǊŀƭ ǳƴŘŜǊǘŀƪƛƴƎǎέ ǘƘŀǘ ǊŜǉǳƛǊŜ I¦5 ǘƻ ƳŀƪŜ 
a determination of:

ÇNo effect

ÇNo adverse effect
OR

ÇAdverse effect upon historic properties



Historic Preservation

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

ÁNew construction and substantial rehabilitation projects 

Á223(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:

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

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



Historic Preservation (continued)

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

ÁBe specific about the scope of work
ÁInclude a map, photos, and plans

Ç/ƘŜŎƪ ǘƘŜ {IthΩǎ ǿŜōǎƛǘŜΤ ǎƻƳŜ ǎǘŀǘŜǎ ƘŀǾŜ ǎǇŜŎƛŦƛŎ 
submission requirements.

ÇFor 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.

üHUD must consult directly with the affected tribes and must 
ŀƭƭƻǿ ŀǘ ƭŜŀǎǘ ол Řŀȅǎ ŦƻǊ ǘƘŜ ǘǊƛōŜǎ ǘƻ ǊŜǎǇƻƴŘΦ  I¦5Ωǎ 
environmental review cannot be completed
until the tribe has responded or the 30-day
period has elapsed.

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



Historic Preservation:  
Exceptions from Section 106 Consultation

ÅIf there is no construction, rehab, or physical changes 
ŜȄŎŜǇǘ ŦƻǊ ǊƻǳǘƛƴŜ ƳŀƛƴǘŜƴŀƴŎŜΣ ǘƘŜƴ ǘƘŜǊŜ ƛǎ άƴƻ 
ǇƻǘŜƴǘƛŀƭ ǘƻ ŎŀǳǎŜ ŜŦŦŜŎǘǎέ ǘƻ ƘƛǎǘƻǊƛŎ ǇǊƻǇŜǊǘƛŜǎ
(See memo on difference between maintenance and repairs:
http://portal.hud.gov/hudportal/documents/huddoc?id=DOC_1
3720.pdf

ÅSome 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

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


