MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY
NATIONAL ENVIRONMENTAL PoLICY ACT (NEPA)

ENVIRONMENTAL REVIEW FACT SHEET

This fact sheet is not intended as a stand-alone document concerning NEPA and the environmental
review process. As an overview, this fact sheet explains the NEPA process but is not intended to be
comprehensive, other requirements may be required to be submitted for review and compliance.

Sponsors are required to contract with an environmental professional listed in MSHDA’s “Group B”
pre-qualified consultant list for the completion of NEPA environmental reviews. Only “Group B” or
“Group B(p)” consultants may submit a NEPA report.

What is NEPA and when it applies

The NEPA process is to review a project and its potential environmental impacts/compliance with related
laws and authorities under HUD CFR Part 58. Projects including federal funding (HOME, Project Based
Vouchers, Housing Initiatives (HID) Grants, etc.) are required to complete the environmental review
process. The process must be completed prior to release of funds. The environmental record will contain
a description of all activities that are part of the project and evaluation of the effects of the project on
the human environment.

To award these resources, MSHDA must document compliance with HUD’s Environmental Review (ER)
process to satisfy both HUD environmental requirements and NEPA mandated items including federal
statutory and regulatory requirements such as Historic Preservation, Endangered Species, etc. Similarly,
projects utilizing Section 811 vouchers or Housing Trust Funds (HTF) must satisfy the environmental
requirements of those programs which are similar to but separate from Part 58. The Sponsor is
responsible for retaining a qualified consultant from the list of MSHDA approved consultants to produce
a NEPA report, 811 Environmental Tenets review or HTF Environmental Provisions report conforming to
a HUD Approved Format. MSHDA is responsible for making the environmental determination and
maintaining the environmental review record as required by HUD.

The NEPA sequence has three components requiring that: 1) statutory compliance with appropriate law
and authorities be established, 2) MSHDA makes a determination and when necessary publishes a public
notice which includes a public comment period and addresses any public comments received, and 3)
MSHDA ensures that no choice-limiting actions on the part of the sponsor, 3™ party, MSHDA, etc., are
taken prior to completion of the environmental review process.

For activities requiring public notice, the publication process routinely requires roughly 45 days to
complete after the Environmental Review record has been approved by MSHDA. Incomplete or
inaccurate NEPA documentation increases the amount of time necessary to complete MSHDA review
and ultimately delays the publication process.

Development proposals involving construction in environmentally sensitive areas identified under NEPA
such as wetlands, floodplains or near adverse impacts such as landfills, railroads, above ground or
underground storage tanks, or freeways may disqualify your proposal from using federal funds or
require additional review time beyond the time periods noted above. Sponsors utilizing the competitive
tax credit process will need to anticipate these delays and plan accordingly.



Mitigation measures may be required to address impacts identified through the NEPA review. The costs
for any mitigation measures need to be identified in the project budget and any resulting
architectural/engineering modifications incorporated into the project plans and specifications.

Any construction activities proposed in a wetland (regulated or unregulated) or in a 100-year flood
plain area or where site contamination cannot be effectively remediated or mitigated are strongly
discouraged and may be prohibited from the use of federal funds.

Submission Requirements

NEPA report submitted as one complete unsecured PDF copy on the MSHDA Environmental SharePoint
site.

Particular attention should be paid to naming convention, size of reports and format of attachments.
Please use the following guide for report compilation:

- It is likely this far in the process, MSHDA has much of the supporting documentation and full
versions will not need to be included for submission (previous site investigations, most recent
regulatory database, etc.).

- Each site should have its own folder within the SharePoint and files should be named with the
date, report type (Phase | ESA, BEA, NEPA, etc.) and site name.

- Initial submission:

o Report to be submitted as a word document.
o Attachments submitted in a folder as separate documents — number labeled in the order
of the report reference.

- Report and attachments will be reviewed by MSHDA Environmental staff and comments will be
provided.

- Final submission:

o NEPA reports for MSHDA projects should typically be between 200-300 pages, or less.

o PDF of report with relevant attachments.

® Include: relevant portions of previous site investigations (i.e., not full reports)
= Do not include: Regulatory database, complete Phase | reports, marketing
studies, individual laboratory result sheets, floorplans, construction drawings,
city directories, etc.
Larger page files (i.e., site plans, building plans, etc.) should be resized to 8.5 by 11 or 11 by 17.

Part 50 and Part 58

A “Responsible Entity” under HUD CFR Part 58 is the state or local unit of government from which
federal funds originate. For the purposes of multi-family projects submitted to MSHDA’s RDD, MSHDA is
the RE. The RE is never the sponsor, development group, Limited Dividend Housing Association,
environmental consultant, or other entity submitting an application.

Part 50 applies when program legislation does not delegate the authority to assume responsibility to the
local government, such as FHA housing programs. Part 50 may also apply when the local government
was not a direct recipient of the funds and refuses to accept responsibility or when HUD determines the
local government does not have capacity to act as responsible entity.

Project Description

A complete and clear project description is the foundation of the environmental review process. The
project description should capture the maximum anticipated scope of the proposal, not just a single



activity that the money is going toward (i.e., aggregation). It should include all contemplated actions that

are a composite part of the project.

The consultant should work with the developer to obtain a clear and comprehensive project description.
The Project Narrative, which is a required document included as part of any multi-family application sent
to MSHDA, is a good reference for building the project description.

Level of Review

The level of environmental review is determined by the scope and nature of proposed activities, as
detailed in HUD 24 CFR Part 58. 24 CFR Part 58 provides guidance for conducting the
environmental review process. Every project requires some level of environmental review. There

are five levels of environmental review to consider:

Exempt

Categorically Excluded, Not Subject To 58.5 (CENST)
Categorically Excluded, Subject To 58.5 (CEST)
Environmental Assessment (EA)

Environmental Impact Statement (EIS)
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In general:

e Most all applications will require some level of environmental review.
o Very few applications initially qualify as being Exempt.
e Most rehab projects qualify for an initial determination as Categorically Excluded, Subject to

58.5.
e All new construction projects will require an Environmental Assessment.

Exempt

CENST .
CEST . 58.5
— Br Environmental assessment
i factors and NEPA analysis
85 EIS requirements and
= NEPA analysis

Exempt Activities (24 CFR 58.34)

Exempt activities have no physical impact or result in no physical change on the environment. Other
than documenting the level of review as Exempt, the RE does not have to comply with actions under
NEPA and other provisions of laws or authorities cited in §58.5. Funds from any source may be used for
Exempt activities after the finding of exemption is documented in the review record. The following

activities are Exempt under §58.34:

Levels of Review
I

1. Environmental and other studies, resource identification and development of plans and
strategies;



2. Information and financial services;

Administrative and management activities;

Public services that will not have a physical impact or result in any physical changes, including

but not limited to services concerned with employment, crime prevention, child care, health,

drug abuse, education, counseling, energy conservation and welfare or recreational needs;

Inspections and testing of properties for hazards or defects;

Purchase of insurance;

Purchase of tools;

Engineering or design costs;

Technical assistance and training;

10. Assistance for temporary or permanent improvements that do not alter environmental
conditions and are limited to protection, repair, or restoration activities necessary only to
control or arrest the effects from disasters or imminent threats to public safety including those
resulting from physical deterioration;

11. Payment of principal and interest on loans made or obligations guaranteed by HUD;

12. Any of the categorical exclusions listed in §58.35(a) provided there are no circumstances
which require compliance with any other Federal laws and authorities cited in §58.5.
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Categorically Excluded Activities (24 CFR 58.35) - 2 classifications

If an activity is not determined Exempt, the RE must determine if it is Categorically Excluded.
Categorically Excluded activities are those excluded from NEPA requirements, but may be subject to
review under other Federal laws and authorities listed in 24 CFR 58.5. There are two classifications of
Categorically Excluded activities; those listed under §58.35 (a) and those listed under §58.35(b).

58.35(b) Categorically Excluded Activities NOT SUBJECT TO 858.5 (CENST):

HUD has determined the following activities do not alter any conditions requiring a review of
compliance determination under Federal laws and authorities cited in §58.5:

1. Tenant-based rental assistance;

2. Supportive services including, but not limited to, health care, housing services, permanent
housing placement, day care, nutritional services, short-term payments for
rent/mortgage/utility costs, and assistance in gaining access to local, State, and Federal
government benefits and services;

3. Operating costs including maintenance, security, operation, utilities, furnishings, equipment,
supplies, staff training and recruitment and other incidental costs;

4. Economic development activities, including but not limited to, equipment purchase, inventory
financing, interest subsidy, operating expenses and similar costs not associated with
construction or expansion of existing operations;

5. Activities to assist homebuyers to purchase existing dwelling units or dwelling units under
construction, including closing costs and down payment assistance, interest buy-downs, and
similar activities that result in the transfer of title;

6. Affordable housing pre-development costs including legal, consulting, developer and other costs
related to obtaining site options, project financing, administrative costs and fees for loan
commitments, zoning approvals, and other related activities which do not have a physical
impact; and

7. Approval of supplemental assistance (including insurance or guarantee) to a project previously
approved under this part, if the approval is made by the same responsible entity that conducted
the environmental review on the original project and re-evaluation of the environmental
findings is not required under §58.47.



Applications for new construction of multifamily housing are neither Exempt nor Categorically Excluded
and will require a full Environmental Assessment (24 CFR 58.36).

58.35(a) Categorically Excluded Activities SUBJECT TO 858.5 (CEST):

The following activities may be subject to review under authorities listed in §58.5:

1. Acquisition, repair, improvement, reconstruction, or rehabilitation of public facilities and
improvements (other than buildings) when the facilities and improvements are in place and will
be retained in the same use without change in size or capacity of more than 20 percent (e.g.,
replacement of water or sewer lines, reconstruction of curbs and sidewalks, repaving of streets).

2. Special projects directed to the removal of material and architectural barriers that restrict the
mobility of and accessibility to elderly and handicapped persons.

3. Rehabilitation of buildings and improvements when the following conditions are met:

a. Inthe case of a building for residential use (with one to four units), the density is not
increased beyond four units, the land use is not changed, and the footprint of the
building is not increased in a floodplain or in a wetland.

b. Inthe case of multifamily residential buildings:

i. Unit density is not changed more than 20 percent;
ii. The project does not involve changes in land use from residential to non-
residential; and
iii. The estimated cost of rehabilitation is less than 75 percent of the total
estimated cost of replacement after rehabilitation.

c. Inthe case of non-residential structures, including commercial, industrial and public
buildings:

i. The facilities and improvements are in place and will not be changed in size or
capacity by more than 20 percent; and

ii. The activity does not involve a change in land use, such as from non-residential
to residential, commercial to industrial, or from one industrial use to another.

4. (i) Anindividual action on up to four dwelling units where there is a maximum of four units on
any one site. The units can be four one-unit buildings or one four-unit building or combination in
between; or

a. (ii) An individual action on a project of five or more housing units developed on
scattered sites when the sites are more than 2,000 feet apart and there are not more
than four housing units on any one site.

b. (iii) Paragraphs (a)(4)(i) and (ii) of this section do not apply to rehabilitation of a building
for residential use (with one to four units) (see paragraph (a)(3)(i) of this section).

5. Acquisition (including leasing) or disposition of, or equity loans on an existing structure, or
acquisition (including leasing) of vacant land provided that the structure or land acquired,
financed, or disposed of will be retained for the same use.

6. 6) Combinations of the above activities.

58.36 Environmental Assessment (EA)

If a project is not Exempt or Categorically Excluded, an Environmental Assessment is required. The
purpose of the EA is to determine the significance of environmental effects and to assess alternative
means to achieve an RE’s objectives. Once actual and potential impacts of project alternatives are
identified, the RE must then assess if mitigation measures are needed to undertake the project. It is at
this point that the RE is capable of determining if the project is generally feasible with the ability to
identify the most suitable project alternative to meet the needs of the RE and its beneficiaries. If
significant impacts are anticipated with no reasonable means of mitigation apparent, the RE may reject
the project or complete an Environmental Impact Statement (EIS). In all circumstances, the EA must
provide sufficient evidence and analysis for determining whether to prepare an EIS.



This assessment is undertaken to satisfy the review requirements of 24 CFR Part 58 (NEPA) and related
federal regulatory requirements. This process is required for any proposal requesting the use of federal
funding (HOME, Project-Based Vouchers, RAD, etc.). NEPA environmental review must be completed
and, if necessary, HUD’s signoff obtained (HUD Form 7015.16) before any choice limiting actions can be
undertaken by the Sponsor.

The Sponsor shall retain a firm from MSHDA'’s prequalified “Group B” list to complete the NEPA study.
The NEPA study will contain the required elements as outlined in the “Sample NEPA Report”
document available on the MSHDA website. The NEPA study is separate from the Phase | report and is
not to be included in the Phase I report.

Environmental Impact Statement (EIS)

An environmental impact statement (EIS) is a detailed written statement required by section 102(2)(C) of
NEPA for a proposed major Federal action significantly affecting the quality of the human environment.
These projects take years to complete and are not typically feasible with MSHDA funding or developer
goals.

Timing and Finalizing the Review

The environmental review procedures cover numerous and varied considerations, and can
take a significant amount of time and effort to complete. Starting EARLY is a necessity.

HUD's regulations at 24 CFR 58.22 prohibit grant recipients and their partners from committing or
spending HUD or non-HUD funds on any activity that could have an adverse environmental impact or
limit the choice of reasonable alternatives prior to completion of an environment review once a project
has become "federal." This prohibition on "choice-limiting actions" prohibits physical activity,
including acquisition, rehabilitation, and construction, as well as contracting for or committing to any
of these actions.

Submission to HUD = to release of
funds
None — project can move forward

Level of Review Length of Comment Period

EST
CEST (converts to No public comment period

exempt) after RE review/approval
CEST (cannot

convert to exempt | 7-day public comment period | At least 15 days

exempt)

EA 15-day public comment At least 15 days

period
Note: The table represents standard/typical timing. Some projects may be outside standard time frames pending

various circumstances.



HTF Environmental Provisions

The Housing Trust Fund (HTF) regulations establish specific property standards for housing that receives
HTF funds. These standards include Environmental Provisions for projects involving new construction
and rehabilitation. The HTF Environmental Provisions for new construction and rehabilitation under the
Property Standards at 24 CFR § 93.301(f)(1) and (2) are similar to HUD’s Environmental Regulations at 24
CFR Parts 50 and 58. HTF projects are subject to the same environmental concerns that HUD-assisted
projects are subject to. The main difference is that the HTF Environmental Provisions are outcome
based, and exclude consultation procedures that would be applicable if HTF project selection was a
federal action. Parts 50 and 58 are process based, and include consultation procedures for several laws
and authorities where there may be environmental impacts.

What’s the same as Part 50/58?

The following Environmental Provisions are the same as the Part 50/58 process:

Coastal Barrier Resources System

Coastal Zone Management

Explosives and Hazards

Endangered Species (informal consultation)
Wild and Scenic Rivers

Sole Source Aquifers

What’s different from Part 50/58?

The following Environmental Provisions are not the same as the Part 50/58 process:

Historic Preservation

o Document the project is not listed or eligible to be listed on the National Register of

Historic Places by a qualified professional.
Farmlands

o Document the project is not a unique prime or statewide or locally significant

agricultural property.
Airport Zones
o Document the project is not within 15,000 feet of a military airport or within 2,500 feet
of a civilian airport.
Floodplains
o Location of site in comparison of FEMA FIRM with applicable documentation.
Wetlands
o Document the project will not adversely impact a wetland.
Contamination

o The project is free of hazardous materials, contamination, toxic chemicals and gases, and
radioactive substances.

o The project is not located within 0.25 miles of a Superfund or CERCLIS site or other
contaminates sites reported to Federal, State, or local authorities without a statement in
writing from the US EPA or the appropriate state agency that there is no hazard that
could affect the health and safety of the occupants or conflicts with the intended use of
the property.

Noise
o Document external noise level
Safe Drinking Water

o Therehab project is constructed with lead-free pipes, solder and flux (considered

to be pre-1989 date of construction).



When a project is only using HTF funds

e No Level of Review (suggested format for report is located on MSHDA’s website and the link
below).
e No Public Comment
e No Request for Release of Funds and Certification
o No Authority to Use Grant Funds

For a detailed description of the HTF environmental requirements please use the following link;
HTF Environmental Provisions - HUD Exchange

HUD Section 811 Supportive Housing Vouchers

8§ PRA.215 Environmental Requirements and Environmental Assurance.

The U.S. Department of Housing and Urban Development’s (HUD) Section 811 Project Rental Assistance
(811PRA) Program allows persons with disabilities to live as independently as possible. The goal of the
program is to expand the number of supportive housing units available in order to promote the
integration of low-income people with disabilities into the community who might otherwise be
institutionalized or become homeless. The program is intended to support people with disabilities that
qualify for Medicaid in their transition out of nursing facilities, out of foster care, out of homelessness, or
to maintain their presence in the community. MSHDA partners with the Michigan Department of Health
and Human Services (MDHHS) to administer the program.

As HUD does not approve program funding for specific activities or projects of the Grantees, it will not
perform environmental reviews on such activities or projects. However, to ensure that the tenets of HUD
environmental policy and the requirements of applicable statutes and authorities are met, Grantees will
be required to implement the following analyses and determinations for specific program activities and
projects.

The environmental tenets apply to both existing and new projects per the requirements below. Existing
properties that are currently HUD-assisted or HUD-insured and that will not engage in activities with
physical impacts or changes beyond routine maintenance activities or minimal repairs are not required
to comply with the environmental tenets. If, at the time that a project applies for PRAD assistance, the
project is under construction or being rehabilitated, the project shall be subject to the environmental
review requirements applicable to new construction or rehab if the work has not progressed beyond a
stage of construction where modifications can be undertaken to avoid the adverse environmental
impacts addressed by the requirement.

The following requirements are part of the 811 environmental review process:

1. Site Contamination (24 CFR 50.3(i)). It is HUD policy that all properties for use in HUD assisted
housing be free of hazardous materials, contamination, toxic chemicals and gases, and
radioactive substances, where a hazard could affect the health and safety of occupants or
conflict with the intended utilization of the property (24 CFR 50.3(i)(1)). Therefore, projects
applying for assistance shall:


https://www.hudexchange.info/programs/environmental-review/htf/

10.

11.

12.

a. Assess whether the site (i) is listed on an EPA Superfund National Priorities or CERCLA list
or equivalent State list; (ii) is located within 3,000 feet of a toxic or solid waste landfill
site; (iii) has an underground storage tank other than a residential fuel tank; or (iv) is
known or suspected to be contaminated by toxic chemicals or radioactive materials. If
none of these conditions exist, a letter of finding certifying these findings must be
submitted and maintained in the site’s environmental record. If any of these conditions
exist, the grantee must provide an ASTM Phase | Environmental Site Assessment (ESA) in
accordance with ASTM E 1527-21 (or the most recent edition);

OR

b. Provide a Phase | ESA in accordance with ASTM E 1527-21 (or the most recent edition).
The Phase | ESA will need be completed in a timeframe to remain viable. (within 180-
days of the regulatory database review and government records and site visit and
completed prior to closing or a new or updated Phase | ESA is required).

If a Phase | ESA is conducted and the Phase | ESA identifies RECs, a Phase Il ESA in
accordance with ASTM E 1903-11 (or the most recent edition) shall be performed. Any
hazardous substances and/or petroleum products that are identified at levels that would
require clean-up under State policy shall be so cleaned up in accordance with the State’s
clean-up policy. Risk-Based Corrective Actions are permitted if allowed for under a
State’s clean-up policy.

Historic Preservation (16 U.S.C. 470 et seq.).

Noise (24 CFR Part 51, Subpart B - Noise Abatement and Control).

Airport Clear Zones (24 CFR Part 51, Subpart D - Siting of HUD Assisted Projects in Runway Clear

Zones at Civil Airports and Clear Zones and Accident Potential Zones at Military Airfields).
Coastal Zone Management Act (16 U.S.C. 1451 et seq.). Activities and projects shall be
consistent with the appropriate state coastal zone management plan. Plans are available from
the local coastal zone management agency.

Floodplains (follow the most current state and HUD guidelines).

Wetlands (follow the most current state and HUD guidelines).

Siting of Projects Activities Near Hazardous Operations Handling Conventional Fuels or
Chemicals of an Explosive or Flammable Nature (24 CFR Part 51, Subpart C).

Endangered Species Act of 1973 (16 U.S.C. 1531 et seq.).

Farmland Protection (7 USC 4201 et seq.). New construction shall not result in the conversion of
unique, prime, or otherwise productive agricultural properties to urban uses.

Sole Source Aquifers (Section 1424(e) of the Safe Drinking Water Act of 1974 (42 U.S.C. 201, 300
et seq., and 21 U.S.C. 349)).

Coastal Barrier Resources Act of 1982 (CBRA)



13. Lead Based Paint — Lead Safe Housing Rule (24 CFR 35, subparts B, H and R) applies to project
based rental assistance of pre-1978 housing for persons with disabilities when a child of less
than 6 years of age resides or is expected to reside in such housing.

- For Eligible Multifamily Properties in which such units will receive an annual average of more
than $5,000 of rental assistance in any year, a lead risk assessment, followed by interim
controls of any lead-based paint hazards identified must be conducted, and a reevaluation
must be conducted every two (2) years during the assistance period.

- For properties in which such assistance is less than or equal to $5,000, a visual assessment
for deteriorated paint must be conducted during the initial and periodic inspections,
followed by paint stabilization of any deteriorated paint identified.

- The Environmental Protection Agency’s Renovation, Repair and Painting (RRP) Rule also
applies to such target housing when renovation, repair or painting work is conducted;
among other requirements, the work, using lead-safe work practices, must be a conducted
or supervised by certified lead renovator working for a certified lead renovation firm when
the amount of work exceeds the RRP Rule’s minor repair and maintenance area threshold.
See 40 CFR 745.

For a detailed description of the Section 811 environmental requirements please use the following link;
Section 811 PRA: Environmental Review - HUD Exchange



https://www.hudexchange.info/trainings/courses/section-811-pra-environmental-review/#:~:text=The%20811%20Project%20Rental%20Assistance,construction%2C%20rehabilitation%20and%20existing%20properties.

