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FEDERAL PROGRAM$

1. Federal Asslstance Programs

The 1989 Catalog of Federal Domestlc Asslstance IIsts over 850 fInanciar asslstance
programs, over 200 non-flnanclal asslstance programs. and about 50 comblned
asslstance programs. These programs ao not [nClude federal tax credlts or federal
tax deductlon$. Frol1'lthe Informatlon In the Catalog, and wlthout examlnlng each
program's regulatlons. It 19 not posslble to Identlfy how many of these programs
Include dlrect or Indlrect asslstance related to buildIng constructlon. repalr.
malntenance. and use. However. the 1989 Catalog IIsts programs by functlonal area,
wlth the followlng belng noteworthy In relatlon to buUdlngs:

Houslng/Constructlon and Rehabllltatlon 44 programs

CornrnunltyDevelopment/Constructlon.
Renewal. and Operatlons 45 programs

Communlty Oevelopment/Hlstorlc
Preservatlon 20 programs

Educa tlon/Educatlonal FacJlltles 20 programa

Employrnent. Labor. and Tralnlng/
FacJHtles Plannlng. Constructlon.
and EQulpment 1O programs

Energy /Facllltles and Eaulpment 6 programs

Health/Faclllty Loans and Insurance/
Faclllty Plannlng and Constructlon

RegIonal Development/Land AcqUlsltlon
and Rehabllltatlon ami Facilities
Constructlon

36 programs

6 programs

DIsas1.er Preventlon and Rellaf/
Emergency Preparedness. Civil Defense 23 programs

Thare Is dupllcatlon In these functlonar IIstlngs. anO some of the programs Usted may
not actuaUy asslst facilities.

It 15 assumed that each federal asslstance program:

o was created In response to a functlonally artJcuJated problem¡

enjoyed $ufflelent po litleal support to brlng It Into belng; ando

o Is Implemented through a partIcular set of statutes and reguratlons.

2. Soma Federal Incentlve Programs Relatad to Exlstlng Bulldlngs

Houslng2.1

Houstng Incentlve programs are among the oldest and most entrenched federal
asslstance programs. Not even IIsted as federal domestlc asslstance, the tax
deductlblllty of Interest on mortgages and more recently home equlty loans Is an
Incentlve servlng a long-standing poUcy of encouragJng home ownershlp. whlch Is
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assumed to brlng wlth It social stablllty, envlronmentaJ malntenance. and otMr broad
beneflts. Federal mortgage guarantees can be vlewed In a similar IIght.

A more recent federal Incentlve program for houslng 18 the low Income houslng tax
credlt program whlch under current law 18 to expire at the end of 1990. Under thls
programo Investors In QuaUfled low Income houslng proJects reeelve tax credlts. To
Quallfy, a houslng proJeet must Inelude 40% of tenants at 60% of the medIan ¡ncome,
or 10% at 40% of the median Income. The proJect must be kept In thls usage for at
least 15 Years. Substantlal rehabllltatlon. deflned as the Investment of at least
$3,000 par unlt. can also quallfy. The credlt amounts to 9% of the basls for new
constructlon and 4% for rehabllltatlon. Affordable houslng advocates have vlewed
tl1ls program as a maJor Incentlve.

As the buildIng stock has gotten older and eltlas and nelghborhoods have become
dllapldated. government pOllcles have evolved whlch emphaslze building malntenanee.
repalr. and rehabllltatlon. and nelghborhood Improvement. freQuent¡y comblned wlth tM
long-standIng pOllcy of encouraglng home ownershlp. Incentlve programs have been
developed by tM Department of Houslng and Urban Development to achleve these
pollclas. In general. there are externualltles to building rehabUltatlon whlch exceed
those beneflts whlch accrue to the prlvate owner. Slnce these externualltles are
shared by the communlty at large. the flnanclal asslstance Is tM mechanlsm for
assurlng that they are pald for by the beneflclarles.

A current program, whlch reflects a pollcy of Increaslng the supply of affordable
rented houslng. 1$ the Rental Rehabllltatlon programo Here. federal funds are
granted to State and local governments to be used In Iocally developed programs.
It Is descrlbed In the Catalog of Federal Domestlc Asslstance as follows:

OBJECTIVES: To Increase the SUpply of standard rental houslng
unlts affordable to lower Income famllfes. Thls Is achleved by (1)
supplylng government funds to States and un/ts of loca/ governments to
support the rehabll/tatlon of exlstlng resldent/a/ rental unlts. and (2)
prov/dlng rental houslng asslstance to lower Income famllles to enable
them to afford the rents of unlts In proJects asslsted wlth program
funds or flnd alternat/ve houslng.

TYPES OF ASSISTANCE: FormUlaGrants
USES ANO USE RESTRICTlONS: For use by el/glble grantees for

rehabflltatlon of prlvately owned, pr/marlly resldent/al rental property,
to be made avallable to lower Income tenants. Rehabllltat/on subsldy
for each proJect generally /lm/ted to a r8nge from $5,000 to $8.500 per
unlt depenalng upon number of bedrooms, or 50 {)ercent of
rehabllltat/on costs, whfchever Is less. The max/mum per unlt subsldy
rema/ns at $5000 for a zero bedroom unlt, but has been Increased to
$6500 for a one bedroom unlt, $7500 for a two bedroom unft and $8500
for a three or more bedroom unlt by the Houslng and Communlty
Deve/opment Act of 1987 (Publlc Law 100-242).

Rental Rehabllltatlon grants ha"e dropped from about $206 mlmon In FY88 to $150
mll1lonestlmated for FY90.

A recent program wnfch has been evidentlYtermlnated fs the Sectlon 312 Rehablllta-
tlon Loans programo Here. federal funds are loaned to property owners at below
market Interest to encourage rehabllltatlon. It 15 descrlbed In the Catalog of
Federal Domestlc Asslstance as follows:
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OBJECTNES: To promote the revltallzatlon of nelghbOrhoods
provldlng funds for renat:>lIItatlon of resldentlal, non-resldentlal and
mlxed use property In afeas determlned to be el/glble by local
governments for actlVltles under elther the Communlty Oevelopment
Block Grand, Urban Oeve/opment Actlon Grant, or Sectlon 810 Urban
Homesteadlng afeas.

TYPES OF ASSIST ANCE: Dlrect Loans.
USES ANO USE RESTRICTlONS: These IOMS .ay be used to

flnance tlJe rehablfltatlon of property located In federtilly asslsted
C08"un/fy Deve/opwmt Block Grant (CDBG) 8l'eas. Urban Deve/opaent
Actlon Grant (UDN3) ATeas and Sectlon 810 Urbtin HOllestee.dlng areas.
Propert/es. at a 8lnlllUll. 8u.st be brought up to local code standards.
Loans are 8ade at three percent to persons at or below 80 percent of
the aretl. 8ed/an IncoI1Ie who IlVe 1ft the single ,u/ly (1-4 unlts)
properfy to be rehlJbllftated. and for hlgher Int:08e persons. the
Interest rate wllf be ec¡ual to the IItI.rket yleld on outstandlng
8arkettlble securltles of tlJe Unlted $tates wlth C08parab/e terlf$. For
all other tyf)e!l of property the rate /s also equal to the y/eld on
these .arketable securltles. The prograa Is ad./n/stered by the local
governaent or Its deslgnee.

The IInkages of Seetlon 312 to CDBG, UDAG, and Seetlon 810 are deslgned to
assure that the varlous Interrelated pOlley obJeetlves are meto Seetlon 312 Ioans
dropped from over $100 mlmOnIn FY88 to about $20 mllllonIn FY89, and esttrnated
at O In FY90.

2.2 Energy Conservatlon

Followlng the energy crisis of the 19709, a government pollcy of energy
eonservatlon was enunclated. Varlou9 Incentlve programs were developed. One
encountered In the course of thls study conslsted of federal grants to hospltals
for use 1\1retroflttlng bulldlngs for energy conservatlon. The Instltutlons were .

requlred to Invest at least 50% of the cost from thelr own funds. The Instltutlons'
motlvatlon to do so was that thelr Investment was pald back over a perlod of 5-1 O
years In energy cost savlngs. wlth the payback. startlng wlth the completlon of the
work. (Note that no such payback can currentlY be reallzed for selsmlc
strengthenlng.) At the same time, the government's goal of conservlng a scarce
resouree was beJng achleved. The program Is no longer In affeet. (Several persons
active In hospital faclllty management have Indleated that today hospltals would Iook
for a 3-year payback. to maICesimilar Investments. Thls may be explalned as hlgher
dlscountlng of future beneflts due to the rapid rate of ehange In medleal tech-
noI09Y.)

2.3 Historie Preservatlon

Historie preservatlon developed as a natlonal polley and was enaeted by Congress In
1966 (Natlonal Historie Preservatlon Act). Federal polley In thls area Is gulded by
the Advlsory Councll 01"1Historie Preservatlon, and It enJoys a reasonably broad
base of local and natlonal support, whlch at the natlonal Jevel IS eha"nelled through,
and artlculated by, the Natlonal Trust for Historie Preservatlon.

Federal Incentlves for historie preservatlon were created by tha Tax Reform Act of
1976, whlch Inltlated varlous Incentlves for rehabilltatlon IncludJng tax credlt. The
hlghest credlts (25%) ware glven te certlfled rehabllltatlOn of historie structures.
Owners' costs of rehabllJtatlng historie bulldlngs quallfy for the credlt when the
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rehabllltatlon work conforms wlth the Seeretary of the Interlor's Standards for
Rehabllltatlon and Guldellnes for Rehabllltatlng Historie Bulldlngs.

The Economlc Recovery Act of 1981 enhanced thls programo Between 1981 and
1984 approxlmately 3.200 rehabHftatlon projeets valued at over $2 bUllonwere
approved tor the credlt. Underlylng thls polley, and supportlng the expendlture of
PUbllc funds (In the form ot foregone tax payments) Is that local communltles.
ultlmately wlll reallze a beneflt In the form of growth of economlc base, tax base,
and Improved nelghbornoods. Thfs In turn assumes that there Is a potent!al publlc
demand for space In historie bulldlngs.

There la some reason to belleve that the latter beneflts may not be universal and
may be subject to local market d[fferenees. At least two eommunltles studled under
thls project. Charleston, SC and Lowell, MA,are prime examples of communltles whleh
have thrlved eeonomlcally In the past 10 yeara. Thelr relatlve prosperlty and
development la attrlbutable, at least In part, to the historie preservatlon tax credlt.
However. In at least one eommunrty, Kansas Clty, MO,some observers have stated
that the eredlt led to dlstortlons In the downtown real estate market. Uany historie
bulldlngs were rehabllltated wlth the beneflt of the eredlt and now eontlnue to
experlenee the hlghest vaeancy rates In Kansas Clty. when adjacent new bulldlngs
are naarly fully oceupled.

The Impact of the historie preservatlon tax eredlt on historie rehabllltatlon has been
weakened slgnlflcantly by the Tax Reform Act of 1986. Tha Income tax rate has
been reduced, malclng all Investments almed at reduclng tax IIabUltyle9s attractlve.
The credlt Itself was reduced to 20%. Depreelatlon perlods were Inereased. Capital
galns tax was effectlvely Increased, and ellglblllty for use of the cradlt has baan
effectlvely Ilmlted.

A report of the Natlonal Trust for Historie Preservatlon, Tax Incentlves for
Rehabllltatlng Historie Bulldlngs. Fiscal Year 1987 Anafysls, concludes that the affect
of tM 1986 act has bean to "reduce both the beneflts of Investment and the pool
of those who ean talee advantage of those benaf¡ts."

2.4 Other Asslstanee Programs

Federal programs ereated In pursuance of polleJes sueh as economlc development,
Duslness development, or job creatlon may have a dlrect or Indlrect Impact on
bUUdlngs, because most eeonomle aetlvltles taKe place In bulldlngs. Some examples
of thls are $mal! Business Admlnlatratlon (SBA) Ioans aM guarantees.

The major federal communlty and economlc development program Is the Communlty
Development Block: Grant (COBG)programo CDBGhas three natlonal, leglslatlvely
establlshed objectlves:

o beneflttlng low and moderate [ncome perSOM.

o preventlng or ellmlnatlng slums and bllght, and

meeting urgent communlty development needs.o

There are three CDBG programs;

o .CDBG Entltlement program, whose grantees are al! central cltles of metropotltan
areas, all other cltles with pOPufatJons of 50,000 or more, and urban coUntJes.
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o State CDSG,whose grantees are 48 States and Puerto Rico, wlth funds usad
for the non-entltled areas.

o HUD-Admlnlstered Small Cltlas program, whose grantees are the non-entltled
are as of the other two Statas.

Grantees use the funds to accompllsh a broad range of actlvltles whlch meat one or
more of the three obJectlves.

In FY 1981 the CDSG Entltlement program amounted to about $2.7 bllUon. In 1982 It
dropped to about $2.4 bllllon where It remalned through 1985. In 1986 It dropped
to $2.053 bllllon. and In 1988 to $1.973 blllton. In 1989 It was back up to sllghtly
over $2 bllllon. Estrmated for 1990 Is $1.915 bUllan. In 1988 the funds were
planned to be spent as follows:

Houslng related:
Publlc facilities and Jmprovements:
Economlc development:
Admlnlstratlon and plannlng:
Publlc servlces:
ACQulsltlon and clearance:
Other:

36%
19%
13%
13%
10%
5%
4%

The State CDSG and HUD-Admlnlstared SmallCltlas programs haya had tha followlng
racent fundlng hlstory:

1981:
1982-84:
1985:
1986:
1987:
1988:
1989:
1990:

$926 mlnlon
$1,020 mllllon (each year)
$1,023 mllllon
$880 mUnon
$883 mllUon
$845 mllllon
$880 mllllon (estlmated)
$821 mllllon (estlmated)

In 1988 tha funds were planned by the States to be spant as follows:

Publlc facilitIes:
Houslng:
Economlc devalopment:
Other:

48%
36%
14%
2%
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Handbook: ThrtttActlvJties
Subjects: Lending Rísk Assessment

J

Environmental Risk and Liability

Summary: Th.is Bulletin addresses the JXHential nsks and liabilities that thrift institutions can incur as a resuh of
adverse enV1ronmental factors. It also contains guidelines lor the development 01 policies 01 reasonable due diJ~
igence to protect instituhons against financial risks created by such factors.

For Further Information Contacto
The f1iLBank District in which you
are located or the Policy Analysis
Division of the Office 01 Regulatory
Activities. Washington, DC.

Thrift Bulleti1116

Inaoduction

Environmentally related hazards
can be a source 01 tUgh risk and po~
tential1iabiUty to an insured institu-
~ion or servic:e corporation in con-
necti\')n with its mortg<1ge or
conunerdaIloans and real estate in-
vestments. Potentia} environmental
probterns may eXÍst in a myriad 01
forrns such as asbestos insulation,
underground storage tanks, surface
impoundments, septic tank systems
or oi! and gas wells.

Thrift problems with pollution and
hazardous waste contammation
have grown as Federal. sUte and lo-
cal govemments have passed com-
prehensive environmental regula-
tions and laws imposing liabiJities
on landowners and others for c1ean-
ing up the environmenl 1ñrifts
rnust be aware oi and concemed
with regulalions that impose c1ean-
up liability on. an absolute or strict
liability basis, particuIarly w~n
govemments ha..e the right to as-
sign liabibty to persons or entibes
no longer holding tit1e to the prop-
erty.

Porenüal Risks And Liabilities To
Institutions

There are at least eight basic catego.
ries 01 risk thM an as5OClaboncan
face as a result ol environmentallv
contaminated property. These m-
elude:

1. The risk that the coUateraJ for a
real estate 10an or property to be
acqUlred may be drastically re-
duced in value alter discovery of
the existence of hazardous waste
contamination.

2. The risk that the borrower cannot
repay the loan if fue borrower
must aIso pay lor fue cost of
cleaning up the contammated
property. The cost for cleanup in
many cases can be significant and
may exceed the institution's en.
cumbrance on the property.

3. The risk that a mortgage loan
may lose priorlty to a cleanup
Hen imposed under the laws of
thosc states that require super
priority liens for the cost 01c1ean-
up. In each al these super lien
states, a lien granted to the state
securing the cost of cleaning up
ha.z.1rdous waste contamination
may have prionty over a lender's
mortgage.

4. The risk that a lender may be }j.
able to the extent of any credit ex-
tended to any debtor who has op-

erated property rontaining haz-
ardous wastes, has generated
such waste, or has transported it
in an improper manner. ThlSnsk
extends to al! creditors, not just
those who hold as collateral the
property containing the hazard.
ous waste.

5. The risk that the thrift may be-
come directty liable lar the rost of
cleaning up a site if it forecloses
on a contaminatt>d property or
becomes involved in the manage-
ment 01 a company that owns or
operates a rontaminated fadHty,
or is involved in decisions per-
taining to the disposat o( toxic or
hazardous waste.

6. The risk that a lender may not be
able to pursue 11:5 forectosure
r:emedies and may have no prac.
ticat aJtemalÍve but to give up its
¡oo.n securÜy. ano the right io re-
cover on the loan itself. TIus
could lead to charging off the
loan balance.

7. The risk that the borrower does
not maintain collateral or proper-
ty with an environmental risk po-
tenbal in an environmentally
sound manner.

s. The risk that, aside from the stal-
utory Jiabllitics that can be im.
posed lor toxic waste contamina-
hon, there is also potentiat
liabllity for personal injury or
property damage.
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To address these potential risks and
liabitities, thrifts should develop 10-
temal underwriting and risk man-
agement procedures and revise !heir
mortgages, guarantees, indemmties,
contracts, and other loan documents
to protect themselves against poten-
tial environmental hazards and to
maintain the value of theU' loans
and real estate investrlwnts.

Purpose at Environtnental Rlsk
Policy

The most expeditious means by
which a thrift institution may com-
menee protective actian against po-
teotial environmental riskS and ha-
bilihes is to develop and implement
a written environmental risk policy.
Such a policy wiU serve several critI-
cal purposes. It wiIl:

1. establish a level of due diligence
in an real estate transactions;

2. establish a means of identifying
excessive envirorunental risk in
properties being considered as
col1ateral or for acquisition, or in
properties being analyzed. prior
tn foreclosure, or to rneet stan-
dards set by buyers in \he secon-
da ry market;

3. rninimize environmental contam-
mabon 01 the borrower's proper-
ty through !he lile of the loan by
aterting institution staff to a po-
t~n~aI problem property and pro-
V1dmg for coUa~ral monitoring
and periodic property inspections
throughout the loan terrn.

4. establish guidelines for a satisfac-
tory inquiry into !he uses of prop-
erty and for other protective ac-
tions as needed to qualify for \he
"innocent landowner"l defense
in the event that it acquires,
through foreclosure or otherwíse,
a contaminated property that it
could not have reasonably known
to be contaminated; and

~
5. support the institution's adher-

ence lO the princIpIes of safety
and. soundness.

Environmental Risk Policy Compo-
nents

The following are essential campo-
nents in an institution's environ-
mental risk policy:

1. A stated assessment of potential
environmental problems and lía-
bilities. (Le., an acknowledge-
ment of the risks cited under "Po-
tential Risks and Liabilities te
lnstitutions" (pgs. 1 & 2» and a
declaration that él policy of due
diligence js adopted to protect
the institunon from such risks.

2. A requirement that loan appli-
éants provide informanon on en-
vironmental matters pertaining lo
their business and facilities. Inso-
tutions should develop a fonn
covering speafic questions lo
which applicants respondo The
questions should request infor-
matíon conceming past, present
or proposed uses of the proposed
collateral, potential hazards, insu-
rance availability for the property
as it pertains to environrnental
marters, and contacts by any Fed-
eral, state or local govi?mment
agendes concerning environmen-
tal matters that must be resolved
in order to obtain business and
envíronmental permits.

3. A requirement that an acquiring
institunon, in a purchase or par-
tidpation loan, en5ure !hat ade-
qua te due diUgence regarding en-
víronmentaJ risJc. matters has
been met by the tead lender and a
requirement that a1110anssold te
Freddie Mac or Fannie Mae meet
with the environmenta.I due dili-
geoce standards im?Jsed by
iliose agendes.

4. A requirement that aU loo.n re-
quests, in whkh !he proposed

real property coIlateral has a
tugher environmeotal risk poten-
tial than other types o{ real prop-
erty, have a Phase 1Environrnen-
tal Risk Report (See Appendix)
prepared for the insritution prior
to approval of the loan.

Most one-to-{our family resldentlal
properties will not need a PMse l
Environmental Risk Report. If curso--
ry property inspections or records
re5earch, however, disclose a high
?Jtential for environmentaJ risk,
\hen Phase 1reports ¡ue likely neces-
sa.ry.

Examples of properties \hat should
have a Phase 1 Environmental Risk
Report inelude:

a. Proposed constructlon pro¡>-
erties (other \han a proposed
individual one-to-{our family
residential property).

b. Industrial properties and
properties on industriatly
zoned tand.

c. Properties located dose lo in-
dustrial areas.

d. Properties that ¡nelude Or are
close to ao existmg or former
gas st3t!cn sitc.

e. Commerdal properties that
inelude an auto motive repair
facility or a dry c1eaning es-
tablistunent where fue work is
done on &hepremises.

f. Properties adjacent to raUroad
tracks or underground pipe-
lines (excJuding one-to-four
family residential properties).

1 IJ\ exemptíon áC'"J'Iliability (or an iMorenl
landowner who .cquue9 property unaware
o( Ihe presen« 01 haurdOl.a material The
la11downer must not have ronduc1ed. permito
led or o::>P\r1buled lo fue rele.ase of haz.ardous
subtlanca and musl have had, alter 'ppro-
priate inquiry, no 1cnowledge o( !he poUubon
at the time \he property was acqutred.
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g. Properties that have served as
or are close to a refuse or
waste disposal site.

h. Properties where t.hepast uses
or the surrounding uses in-
elude the storage of or usage
of hazardous 01' toxic sub-
stan~ (~-g.,pesticides).

i. Properties suspected oE con-
taining asbestos material that
i5 or may be friable (easUy
crumbled or crushed into
powder and capable of being
absorbed into !he environ-
ment).

j. Properties where the emana-
tion of radon gas from the soil
may result in detrimental
hea1th effects to building oc.
cupants. (lnstitutions may
need lOconsult with qualified
envirON1'\entaJ firms regard-
íng the seriousness of radon
problems in specific areas.)

k. Residential properties where
there are known h.a.zardous
rendí tions on or in the prop-
erty's immediate vidnity:
where Superlund sites2 exist
within a one mile radius;
where fue site is in close prox-
imity lo vil and gas produc-
tion; where there is asbestos
within the building structure;
where the site is a comer lot
property (and is known to
have been previously used as
a gas station loca1e);or where
!he historie use ol the proper-
ty prior te its residential zon-
ing 15cause for concem.

2 Siles kimlified by \.he t'J\vironmer.u.I. P1G-
ted:1Of\Ager>cy CEPA) from v.'ttIch hazardous
substance re1eases occurred or &oro whidl re-
leases c:ou1d oo:ur (e.g., .bandone<! haz.trd.
OU!Jwastl! dumps and dlemlca1 5p1Jlt). The
EPA 1s luthonzed lO underWc.e remcwJ or
remedia! .ct!ons 81sud\ sltes.

JIffiI[BIDIifiD
1

5. The designation by the institu-
tion's board oí directors or seroor
ma.nagement of one or more qua-
lified staJf persons as the assoda-
tian', "designated environmental
risk analyst{s)". These staff mern-
bers should receive spedal train-
ing through courses or seminarS
in reviewing and il\terpreting en-
vironmental risk reports for the
inst:i\ution, and should assist in
the development of the institu-
h~nfs environmental risk policy.

6. Critena (or the selection and re-
tention of a roster of qualified en-
vlronmental experts retained for
risk analysls reports. The.assoda-
tion should confirm that the or-
ganization or individual has ap-
propriate education, training and
experience. The consultant
should not be affiliated with the
buyer or seller oí \he property
nor with a firm engaged in any
business that might present a
l'')nflict o: interest.

7. A requirement that it will be the
lean officer's responsibility (alter
consultation with the designated
environmental rislcanalyst) to or-
der the Phase 1 Environmental
Risk Report on the subject prop-
erty as ncedro. Guidelines re-
gaTdirf.g ~r:.v'-:ro:t,.-n.cnta1risk :':
portsfoUow:

a. The association must be the
dient on the envirorunental
risk reporto This provisíon
will ma.ximize the likelihood
that the institutiQn wiJI re-
ceive an objective report that
discloses an oí the perünent
facts.

b. The institubon shou1d OJuy
use environmental risk audi-
tors from ilSapproved roster.

c. The loan officer, with assis-
tance from the institution's
designated environmental
risk analyst, should have the
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responSlbility to review the
oulSide environmental audit
reports and judge the condu-
sions af the report alter con-
sulting with any environmen-
tal risk resources col\$idered
necessary. Final acceptance of
environmental risk reports
and dedsions concemi1lg the
mformation m the report
should be made by the institu-
tion's serlÍormanagement.

8. A requírelTl('nt that apprai!iCtlre-
ports fuUy disclose the 6ndings
and take into consideration any
environmental risk faetors and re-
lated costs identified in environ-
mental ri5k reports.

9. A requirement tbat any potentiaJ
environmental prob1ems no\ed in
an environmentaJ risk report be
considered by the institution's re-
quired approval authority and
senior management before the
loan is appro~ or the property
is purchased.

10. Critena for detennining !he dr.
cumstances in whjch Joan re-
quests may be dedíned due lo
environmental factors. Some
TE'.3SON for dedining loons
based o., ti\vironmental factors
are:

a. The structure is built OYeTa
sanitary landfill or other solid,
hazardous or municipal waste
disposaJ 51te.

b. There are materials containing
friable asbestos or substantial
amounts ol non-friable asbes-
tos that cannot be safely en-
capsulated or removed or wiJ~
not be routine1y inSf«ted ar.d
maintained by the oorrow(>f.

c. There is evidence of sJi.l1sor
soil or groundwater contami-
nation on or around ,he loan
appHcant's propertíf'3.

Federal Home Loan &nJt System P..~301"
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d. There is documented soil or
groundwater con tamina bon
on!he sub¡ect property and;

i. physical constraints posee!
by the site specüic geoIogy,
geohydrotogy or subsuríace
structure render cOJTe("tive
actions technically imp<"ssi-
ble; or

ii. constraints render tteatment
processes or disposal op-
tions prohibitively expen+
sive, Le.. beyond the
financia} capabilities oí the
current owner; or

iiL environmental hazards or
poten tial hazards exceed the
value of the land or fue re-
quested loa n amount; or

potentially responsible par-
ties are unwilling or
financially incapable of in-
stituting corrective actions
on neighboring properties.

e. There is laboratory analysis oí
soil and groundwater samples
that indicates they exceed ac-
bon levels eslablished by gov-
emrnent agencies.

iv.

f. There is oolvch1oriMted bi-
phenyls (PCB) contamination
where:
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1. physical constraints posed
by the site specific geology.
geohydrology or subsurface
structure render oorrective
aroons technicaUy impossi-
bIe; or

IL constraints render treatment
processes or disposal op-
bons prohibitiveJy expen-
sive (Le., beyond the
financial capabilities of the
current owner).

There are radon Jevels above
acceptable standard s that can
only be corrected through
large capital improvements or
cxtensive ongoing mainte-
nance programs that are be-
yond the financial or technica1
capability oí the borrower.

h. There are condinons that rep-
resent violations of applicable
local, state or Federal environ-
mental or public healt.h "'~at-
utes and laws.

g.

i. The properties are currently
the subject of enV1ronmental
or public health litigation or
administrative action &om
prívate parties or public
offidals.

11. Procedures for reviewing oo11at-
eral before oompletion of fore-
closure procedures or a~
lance of a deed in lieu of
foredosure. The procedures
may include, but should not be
limited lo:

a. A review oE the eJásting loan
file (including site inspection.
teases, reports and completion
oí an environmental check-
Hst).

b. A review oí the loan docu-
ments and any subsequent
modifications.

c. A detennination as to wheth-
er any guarantees or indemni-
ties were obtained on the
loan.

d. A determination as to wheth~
er the borrower has any envi.
roomental impainnent insu-
rance or other appticable
insurance that could be uti.
lized Eor an environmental
hazard daim.

e. A revíew of the current ten.
ants and real property uses.

f. Procurement oEa Phase I En-
vironmentaJ Risk Report if
conditions suggest it is neces-
sary.

12. An acknowledgement af the im-
portance of coordinabon and
coopera non among the insatu.
tion's toan origination depart-
ment, its 10&'"\scrvidng dt:pc1I't-
ment, its designated environ~
mental risk anaJyst. its legal
counsel, and its appraisers, 10
carry out the environm.ental rísk
policy and 10 enlist !he help of
environmental specialists and
applicable govemment agencies
in this endeavor.

'0~ w~L
- Cafrel W. Dochow, Executiv8 DireclOf

Federal HOD1e Loan BanJr¡ System
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The lollewil"lgis a brief de:.criphon ol the various types
el etwironmental rbk reports that mstitUbOns may need
to employ.

1. A Phase 1 Environmental Risk Report is a qualitative
assessment of the property. A typical Phase 1 Report
includes, but i5not Urroted to:

a. A historic.al review of the use and improvements
made to the subjec:tsite.

b. A review ef building, zoning, planning, sewer, wap
ter, Eire, environmental and other department
records that would have informanon on or have
an interest l'1the property and n~jghboring sites.

c. A review of the Department of Health Services,
Solid Waste Management Board, Res;onal Water
Quality Control Board, Air QuaJity Management
District, and other Boards or Agendes records and
files whose actions may affect the subject property
and neighboring praperties.

d. An investigation ol the subject property and
neighboring properties with regard to the EnviA
ronmenta! Protection Agency's National Priority
List ar Camprehensive En\;ronmentaJ Response
Compensation and Uability Information System
(CERCUS) list and simitar state tisis.

e. An inspection of the site and all improvements
with particular attention to the use ol ha.zardous
materials in the structures or operating equip-
mento

f. A verification as to whether present or past own.
ers or tena.nts have stored, created or discharged
hazardous materials or waste, and review ol
whether appropriate procedures, safeguards, perA
mits and notiees are in place.

g. An &r.a.lysisoí c!d aerial phctcgraphs te dtter.
mine the construction or destruct:ion ol buildings
and the existence ol ponds and disposaJ areas on
the property over time.

h. Interviews with oeighbors lo detennine prior uses
of the subject property (ti appropriate and only ti
deemed acceptabfe by the parties involved in the
u'ansaction). Conñdentiality must be recognized.

i. A review ol building record s and a visual ins~
tion 01 the building(s) to detemrine if asba;tos--
contairong building materials may be presento

j. A review of scientific Iiterature to determine the
potentiaJ existence ol radon in the soil.

k. A written report s\1mmarizing the findin~.

2. Phase n Environmental Risk Report

A Phase IJ Repon is perlormed jf "red flags" are appar-
ent to the leoder or al they are disclosed during the
Phase I investigation. This report consists of all Phase 1
activities plus combanations ef the following fie1d testS
and activines.

a. Tesbng af underground storage tanks for content
and integrity.

b. SoUgas analysis te identify the potential for petro-
leum hydrocarbons a!ld volatile organic com-
pounds such as industrial solvents and dry cJean-
ing chemicals.

c. Bulk soil sampling.

d. Groundwater sampling if groundwater may be
impacted by land activities.

e. Umited surface water samplíng if there is a pond,
1agoonor stream on the property.

f. A comprehensive revjew of the regional and local
geology to detenrune the pathways 1eaked chemi-
ca1swould folJow in the event of a spiU or leak.

g. A list of individual groundwater weUs or subsur-
fare water bodies that may be affected by a spiIJor
leak.

h. A romprehensive inspection of the building for ~
bestos<ontaining building materiaJs. This should
irdude coIJecting and analyzing sampJes of the
building materiar for friable asbestos. It i5 strongly
recommended that inspe<:tions be performed by
EPA-certified mspe<:tors and ilnalyses be complet-
ed according to EPA guidelines.

i. If no Usted hazardous materials or waste are
found, an appropriate verification shou1d be pro-
vided.

j. A written report summarizing the finding.

3. Phase m Environmental Risk Report

A Phase nI EnvirenmentaJ Rísk Report is much more de-
taited and consists of all of the Phase 1and Phase n activo
itie:sin addition te involved. soils, water and air quality
anaJyses. As in a Phase I and Phase n Report, a Phase ru
Report a1so indudes a written report summarizing the
irndings of the investigation.

'&sed upon the Phase 1,Phase n er Phase III repon re-
sults, subsequent steps regarding further assessment,
co1TeCtiveaetion or preventative programs should be
submitted. This shouJd incJude gross cost estimates for
cerrecting any discovered contamination

Institutions should not tlesitate to contact environmenta)
firms and question the principal investigator for the pro-
ject regarding observations, condusions and recommen+
dations made in the environmental assessment reports.


	page 1
	Titles
	A TT ACHMENT B 


	page 2
	Titles
	FEDERAL PROGRAM$ 
	1. 
	Federal Asslstance Programs 
	Houslng/Constructlon and Rehabllltatlon 
	44 programs 
	45 programs 
	20 programs 
	Educa tlon/Educatlonal FacJlltles 
	20 programa 
	1 O programs 
	Energy /Facllltles and Eaulpment 
	6 programs 
	36 programs 
	6 programs 
	23 programs 
	It 15 assumed that each federal asslstance program: 
	Is Implemented through a partIcular set of statutes and reguratlons. 
	2. 
	2.1 
	8-1 


	page 3
	Titles
	OBJECTIVES: To Increase the SUpply of standard rental houslng 
	TYPES OF ASSIST ANCE: FormUla Grants 
	B-2 


	page 4
	Titles
	OBJECTNES: To promote the revltallzatlon of nelghbOrhoods 
	2.2 
	Energy Conservatlon 
	2.3 
	Historie Preservatlon 
	B-3 


	page 5
	Titles
	2.4 
	Other Asslstanee Programs 
	beneflttlng low and moderate [ncome perSOM. 
	There are three CDBG programs; 
	B-4 


	page 6
	Titles
	Houslng related: 
	36% 
	$926 mlnlon 
	In 1988 tha funds were planned by the States to be spant as follows: 
	S-5 


	page 7
	Titles
	A TT ACHMENT C 


	page 8
	Titles
	Office ot Regulatory Actívities 
	Environmental Risk and Liability 
	For Further Information Contacto 
	Thrift Bulleti1116 
	Inaoduction 
	Federal Home Loan Bank SysteDI 
	rage 1 of .. 


	page 9
	Titles
	TB 16 
	Paze 2 ol " 
	Federal Home Loan Banl( SYS\e:m 


	page 10
	Titles
	JIffiI[BIDIifiD 
	TB 16 
	Federal Home Loan &nJt System 
	P..~301" 


	page 11
	Titles
	1IDiIf:BUIIetir 
	TB 16 
	i. 
	ii. 
	iv. 
	Page 4 o( 4 
	1. 
	g. 
	'0~ w~ L 


	page 12
	Titles
	Att..1chnient to TB 16-Desaiption Of Environmental Risk Reports 
	P'P 1 011 
	c. Bulk soil sampling. 
	impacted by land activities. 
	f. A comprehensive revjew of the regional and local 



