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Al Comedy Corner!

We set out to make some silly comics that
only fellow environmental nerds would
appreciate. The only problem? Zero artistic
talent. So, we enlisted Al to do the drawing.
Enjoy the eco-humor!
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EBA President
David Lambert, Wells Fargo Bank

A MESSAGE FROM THE PRESIDENT

EBA Education Program Accreditation & Welcome to the 2025 Virtual
Conference!

Dear Esteemed EBA Colleagues,

| hope this message finds you well. As we continue to navigate the dynamic
landscape of environmental risk, I'm thrilled to share some important updates
regarding our educational initiatives and extend a warm welcome to our upcoming
2025 Virtual Conference.

Significant Progress on IACET Accreditation Building on the momentum from our
2025 Annual Conference in Nashville, I'm pleased to report significant progress
on a key strategic priority: the formal accreditation of EBA’s certificate educational
program through IACET. This is a crucial step in fully operationalizing our
Environmental Risk Manager (ERM) certificate program and ensuring its
continued excellence and recognition.
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Marty Walters and the dedicated volunteers within EBA's committee structure
have been working tirelessly on this initiative. Their efforts include meticulous
review of our curriculum, alignment with IACET standards, and preparation of all
necessary documentation.

We anticipate completing the accreditation process later this
year, which will further solidify the value and credibility of our

educational program and the ERM certificate for all participants.
Thank you to everyone contributing to this vital work!

Other significant developments include the formation of a
Marketing Committee, chaired by Mary Clare Maxwell, aimed at
developing a cohesive plan and tools for promoting our
educational program. Additionally, look out for new educational
opportunities to be announced soon.

Welcome to the 2025 Virtual Conference!

While our in-person conference in Nashville was a tremendous success, we
understand that not everyone could join us. Therefore, it is with great pleasure that |
welcome you to the 2025 EBA Virtual Conference! This event is designed to extend
the learning and networking opportunities, bringing valuable insights and discussions
directly to you, wherever you are.

The Virtual Conference will feature a curated selection of sessions, expert speakers,
and interactive opportunities, all aimed at equipping you with the latest knowledge,
skills, and strategies to address the evolving challenges in environmental risk. We
encourage you to actively participate in the sessions, engage with speakers, and
connect with your fellow members.

On behalf of the entire Board of Governors, a special thank you to our sponsors and
you for your continued dedication to elevating our profession. We look forward to
your participation in the 2025 Virtual Conference and the continued success of our
educational programs.

During the conference, please take advantage of the sponsor’s virtual exhibits, and
don'’t forget to thank the Conference Committee for the amazing efforts making such
a great agenda happen.

Sincerely,

David Lambert
EBA President
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2025 CRE Lending Market

By:/Dianne P. Crocker, Reseangh Direéctor, LightBox

At the start of 2025, the mood was optimistic.

With the U.S. presidential election behind us, many expected lower interest
rates, greater capital flow, and the long-anticipated wave of distress to surface.
And the Kansas City Chiefs were expected to win another Super Bowl. CBRE’s
Spencer Levy summed it up as a December guest on LightBox's CRE Weekly
Digest with his forecast: "2025 will be a better year for commercial real estate
but not a banner year."
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A Volatile First Half

So far, 2025 has not exactly followed the script. For starters, the Philadelphia
Eagles surprised everyone with a dominant victory (sorry, Chiefs fans).

With four Fed meetings in the rearview mirror, interest rates have not budged.
The Fed is holding fast to a cautious stance, closely watching inflation and the
still-strong labor market for signs that the time to cut rates is here.

The market was subject to a flurry of market disruptions this year, including
DOGE headlines about widespread office lease terminations and cuts in the
federal labor force. In early April, the trade war got underway, stoking fears that
widespread tariffs would trigger inflationary pressures that would lead to a
recession, and a surge in borrowing costs and unemployment.

In response, signs of stress are surfacing. Consumer spending is softening, and
housing starts in May dropped 9.8%, hitting a five-year low. Homebuilder
sentiment fell sharply to its 3« lowest level in a decade. Business confidence
also began to wane late in the first half as economic uncertainty grew.

"Risk-On” Mode Activated

So where did all this unrest leave commercial real estate? The good news is
that, in the face of extreme volatility and a 24-7 news cycle, the CRE market
is still strong, and lenders have not retreated. All four major capital sources
(banks, CMBS, debt funds, and insurers) remain active. Still, the
environment is more selective. Transactions are taking longer to close.
Underwriting is tighter. Lenders and buyers are modeling multiple forecast
scenarios. The market has adopted a more deliberate pace. And the new
buzzwords are: “recalibrate,” “readjust,” “adapt,” and of course, “resilience.”
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LightBox CRE Activity Index Shows Momentum

Despite the broader market volatility, data on the functions underpinning CRE
lending and investment are reassuringly positive. The LightBox CRE Activity
Index, which tracks environmental due diligence, commercial listings, and lender-
driven appraisals, amounting to more than 30,000 data points monthly, rose from
86.8 in January to 113.9 at midyear, its highest since May 2022. June saw the
sixth consecutive monthly rise in commercial properties brought to market, a 10%
jump in Phase | environmental site assessments, and a 19% rebound in lender
appraisals. This powerful mid-year rally signals that today’s commercial real estate
market velocity is regaining strength amid tariff-led volatility, sentiment headwinds,
and growing economic uncertainty.

LightBox CRE Activity Index: 2025 YTD

JAN2G FER MAR APR MAY UM
BE.B 102.6 1075 109.0 105.5 1139

MOTE The LightBox CRE Activity Index is based on changes in environmentzl due diligence (measured by Phasze | ESA volums),
commercigl property listings, and appraisal market activity indexed to a baseline (1 2021 monthly average =100). The index is
mormizlized to account for vanations in the number of business days per month.

CRE Lending Landscape: Stabilizing, Not Retreating

One of the most promising trends of 2025 has been the broadening of debt
capital sources. Banks are re-engaging, joined by active CMBS issuance and
competition from debt funds. CRE loan balances continue to grow, but at a
moderating pace, a sign of continued liquidity in the debt markets. Demand for
debt, partlcularll\é{for refinancing—remains strong and while loan structures are
conservative, CRE lenders are not in full retreat.
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Rate Outlook: The Wild Card

The Fed remains divided on whether to cut rates at its late July meeting or wait
until later in the year. A rate cut could catalyze CRE activity, much like the boost
observed in September 2024 when the LightBox CRE Activity Index first returned
to triple digits for the first time in two years.

A View of Risk by Asset Class

From an asset class perspective, multifamily and industrial are still widely viewed
as less risky bets, but there are some shifting sands this year worth noting:

e Multifamily: Strong investor appetite but buyers may be disappointed by
returns given the rapid rise in operating expenses, particularly for property
insurance, and slowing rent growth.

e Industrial: Cooling demand overall, although cold storage and Al
infrastructure remain bright spots.

e Office: Encouraging signs of life, especially in metros with return-to-office
mandates. The sector is bifurcated between distressed assets needing a
lifeline and high-quality buildings commanding nine-digit price tags (maybe
with concessions).

e Retail: Most vulnerable to tariff exposure. Supply chain risks threaten
discretionary segments, while grocery-anchored and experiential retail remain
strong. If consumer spending weakens and tariffs hit hard, lease renewals and
store openings could suffer.

e Construction: Activity across asset classes is slowing due to elevated
material costs, tighter credit, and tariff-related pricing uncertainty. Essential-
use builds (e.g., infrastructure, public utilities, and data centers) are moving
forward while others are being shelved.

U.S. Phase | ESA Activity Shows Strength

Despite pervasive market uncertainty, the Phase | ESA component of the
LightBox CRE Activity Index was up by 11% in the first half compared to the first
half of 2024, and Q2’s U.S. Phase | ESA volume was up 12% over the first
quarter. Sun Belt metros like Houston, Raleigh, and Oklahoma City emerged as
the strongest markets for Phase | ESAs this year.

10
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Top 10 Major Markets Ranked by Phase | ESA Growth

(1H 2025 vs. 1H2024)
[LightBox EDR ScoreKeeper Model]

New York

sanJose
Pittsburgh
Milwaukee
Palm Beach County
Chicago

Industry Benchmark 11%

Consultant Outlook: Guarded Optimism

In an early July survey of Phase | ESA industry leaders on the LightBox Market
Advisory Council (many of whom are EBA members), respondents see improving
investor sentiment after a rocky start to the year.

Asked about their expectations for Phase | ESA volume for Q3 2025, none are
expecting a decline after Q2’s strong performance; 56% expect steady volume; and
44% expect “somewhat higher volume.” Driving that forecast were: improving client
confidence, resumed capital deployment, and historical seasonal patterns that point
to a Q2-Q3 uptick. Not surprisingly, tariffs and interest rates are top of mind. As
noted by one Market Council member, “There’s a lack of clarity on whether the Fed
will move interest rates again. The ‘reading of the tea leaves’ can cause a lot of
borrowers who do not need to transact to choose to not do so.”

The Forecast: Eyes Wide Open

The theme of 2025 is one of unpredictability. The LightBox CRE Activity Index is
supported by data that shows deal-making remains healthy, even as lenders’
underwriting tightens. Myriad challenges cloud the forecast, including tariffs,
inflation, geopolitical risk, and interest rate uncertainty. Yet, with strong
fundamentals and rising loan balances, the stage is set for continued momentum in
the second half, especially if the Fed delivers the anticipated two rate cuts before
year end. If the first half is any indication, however, market conditions can shift
quickly. In a market this nuanced, broad benchmarks don’t always apply. Each asset
demands scrutiny, and successful environmental risk management will hinge on
questioning assumptions, being conservative with loan terms, and staying agile as
the market evolves.

g
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FroMm CompPLIANCE TO PUurPOSE: F1vE DECADES
OF LEADERSHIP IN ENVIRONMENTAL CONSULTING

By Elizabeth Krol and Charlene A Webber

l. Introduction

The environmental consulting industry has undergone profound changes over
the past four decades, shaped by shifting and evolving regulations, emerging
technologies, growing public awareness, and evolving client expectations. What
began as a niche service focused largely on regulatory compliance has grown
into a complex, multidisciplinary field addressing climate change, sustainability,
risk management, and beyond.

15
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Amid these transformations, leadership has played a crucial role—not only in
guiding firms through periods of uncertainty and growth, but also in redefining the
very purpose and practice of environmental consulting.

Leaders in this field have had to
navigate scientific advances,
economic cycles, political shifts, and
increasingly urgent environmental
challenges.

Early frameworks around the
emerging field of sustainability began
to identify the Triple Bottom Line,
known as the interdisciplinary
balance between People (social),
Planet (environment) and Profit
(economics). The Triple Bottom Line
framework evolved to include
Purpose — the overarching reason
for balancing the initial 3 Ps, finding
a balance for social enterprise,
sustainability and financial
performance. These four criteria
have evolved to become governing
forces for leaders who desire to build
and lead effective teams, regardless
of industry or specialty discipline.

ENVIRONMENT ECONOMY

SUSTAINABILITY

This article explores how leadership in environmental consulting has evolved
over the past 40 years, highlighting key moments, leadership styles, and lessons

learned. By examining the journey of

industry pioneers and current

changemakers alike, we gain insight into what it takes to lead in an industry that
is constantly adapting to meet the needs of clients, employees and stakeholders,

as well as and the planet.

16
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. The Early Days (1980s-1990s): Foundations and
Regulatory Growth

The environmental consulting industry began to take shape in
the 1980s and 1990s, largely in response to the sweeping
federal regulations enacted in the wake of major environmental
disasters. Landmark legislation such as the Comprehensive
Environmental Response, Compensation, and Liability Act
CERCLA), the Resource Conservation and Recovery Act
RCRA), and amendments to the Clean Air Act (CAA) created a
surge in demand for environmental expertise. Consulting firms
emerged and grew quickly, helping clients navigate the newly
complex regulatory landscape.

Many of the early environmental consulting firms were not
originally created with environmental consulting as their core
focus. Instead, they evolved out of established civil
engineering, surveying, and geotechnical firms that began to
expand their services to meet the growing environmental
compliance needs of their clients. As regulations tightened,
clients turned to their existing technical consultants for help
with environmental site assessments, permitting, and
remediation oversight. This led to the formation of
environmental divisions within traditional firms—sometimes
growing into standalone practices over time.

During this period, leadership was characterized by traditional
command-and-control structures. Firms often mirrored the
regulatory rigidity they were helping their clients navigate.
Leaders were typically technical experts who rose through the
ranks and managed teams through hierarchical, top-down
approaches. The emphasis was on ensuring compliance,
meeting deadlines, and producing detailed reports that satisfied
regulatory agencies. Teams resembled a pyramid structure with
a business leader at the top, a few senior technical leaders,
multiple prolject managers and a larger resource pool of staff
level consultants at the lower level who executed most of the
field work and performed other tasks at a lower billing rate. This
structure often meant that the assessors were often highly
billable and profitable economic engine of the team.

17




EBA JournaL — SuMMER 2025 EpITion

Technology was limited, and much of the work relied on manual data
collection, field notebooks, and paper-based reporting. Site investigations,
sampling, and remediation planning were labor-intensive and often slow-
moving, leaving little room for innovation or adaptive strategies.

That said, the late 1990s began to show signs of technological progress that
would eventually transform the industry. Early geographic information
systems (GIS), digital databases, and the first uses of environmental
modeling software began to emerge, offering a glimpse of future
efficiencies. While adoption was slow and often reserved for larger firms or
specialized projects, these tools signaled the start of a shift from purely
colmpliance-driven work toward more strategic, data-informed environmental
solutions.

lll. The 2000s-2010s: Diversification, Risk Management,
and Strategic Growth

As the new millennium began, the environmental consulting industry entered
a phase of maturation and diversification. While regulatory compliance
remained a core service, firms increasingly found themselves addressing
broader issues such as sustainability, climate change, brownfield
redevelopment, and environmental risk management. Clients began to expect
not just regulatory expertise, but strategic guidance on how to manage
environmental liabilities and align with emerging corporate responsibility
goals.

Leadership styles began to shift accordingly. The rigid, top-down models of
the 1980s gave way to more collaborative and adaptive approaches. Leaders
were no longer just subject-matter experts—they were business strategists,
communicators, and change agents. Many firms began hiring or promoting
leaders with experience in business development, risk management, and
interdisciplinary project management. The industry also saw a rise in women
and diverse professionals moving into leadership roles, slowly broadening the
historically male dominated leadership landscape.

18
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This period was marked by an explosion in technology.
GIS, described above, improved and became standard
practice for mapping and planning. Digital data collection
tools replaced paper field forms. Remote sensing, GPS-
enabled devices, and environmental modeling software
transformed how consultants conducted site investigations
and analyzed environmental conditions. Cloud computing
and mobile technology also began to change how teams
collaborated, reported, and communicated with clients.

Firms that had once been generalists or compliance-
focused began carving out specialties, whether in air
quality, sustainability planning, remediation technologies,
or environmental due diligence for mergers and
acquisitions and accelerated transactions of commercial
and industrial properties. Many mid-sized firms were
acquired by large, multidisciplinary engineering and
construction firms, while others doubled down on niche
services and private-sector agility.

Leadership during this decade was defined by agility and
foresight. Successful leaders anticipated regulatory shifts,
embraced technological integration, and -cultivated
relationships with a more informed and risk-conscious
client base. Those who could balance technical credibility
with business acumen helped their firms navigate an
increasingly competitive and sophisticated market.

PEOPLE
(SOCIAL)

PURPOSE
(CORPORATE/GOVERNMENT)

PLANET PROFIT
(ENVIRONMENT) (ECONOMICS)
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V. The Rise of Artificial Intelligence: Redefining Environmental Workflows

Artificial Intelligence (Al) is rapidly becoming one of the most transformative forces
in the environmental consulting industry. What was once considered speculative is
now reshaping how firms collect data, analyze trends, model environmental risk,
and communicate findings to clients and regulators. From streamlining site
assessments to predicting climate vulnerabilities, Al is no longer a futuristic
concept—it is a competitive necessity.

Al's applications are diverse and expanding. Machine learning models can now
process enormous datasets from sensors, satellite imagery, historical site data,
and climate simulations—delivering actionable insights faster than ever before.
Natural language processing tools are being used to review and summarize
technical documents, while predictive analytics help identify contamination patterns
or infrastructure vulnerabilities that may not be immediately apparent through
traditional analysis. These tools are revolutionizing how due diligence, permitting,
remediation, and long-term monitoring are approached.

Leadership in this Al-enabled era must grapple with both opportunities and risks.
On one hand, Al has the potential to improve accuracy, efficiency, and scalability.
On the other, leaders must be cautious about over-reliance on tools that may have
hidden biases, opaque algorithms, or limited contextual understanding. Ethical Al
use—grounded in scientific validation, transparency, and regulatory compliance—
will be essential. Human oversight, interpretation, and professional judgment
remain critical, especially in high-stakes environmental decisions that affect public
health, ecosystems, and legal outcomes.

Another challenge lies in workforce development. Many seasoned professionals
entered the field in a pre-digital era and may require upskilling or new frameworks
to integrate Al into their workflows. Conversely, emerging professionals may be
more tech-savvy but lack deep environmental context. Leadership must bridge this
gap—<creating training programs, collaborative environments, and hybrid teams that
combine the best of both experience and innovation.

20
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Al will not replace
environmental
professionals—but it
will redefine what
environmental
professionals do.
The most successful
firms will be those 2

that integrate Al _ Ly
thoughtfully into their y &9
culture and services, "-’;_? _—
seeing it not as a e B

threat to traditional
expertise, but as a
catalyst for smarter,
faster, and more
impactful work.

V. Looking Ahead: The Future of Leadership in Environmental Consulting

As the environmental consulting industry moves into the mid-2020s and beyond,
leadership will face new complexities and heightened expectations. The pace of
technological innovation, the urgency of climate action, the rise of environmental
justice, and the reshaping of the global economy are all converging to redefine
what it means to lead in this field. The interconnected framework to balance
People, Planet, Profit and Purpose, now known as the quadruple bottom line, has
become front and center, with Purpose playing the primary role.

Future leaders will need to be systems thinkers—able to understand the
intersections between science, policy, business, and community needs. Future
leaders need to be willing to get in the trenches and lead by example. Technical
expertise alone will no longer be enough. Emotional intelligence, adaptability,
and cross-disciplinary collaboration will be essential to navigating evolving
stakeholder demands and geopolitical uncertainties.

Attracting and retaining talent will remain a challenge. The next generation of
professionals seeks purpose, flexibility, transparency, and a sense of belonging.
Leadership will need to invest in mentorship, professional development, and
inclusive cultures that value different learning paths and lived experiences. Firms
that embrace hybrid work models, prioritize mental health, and offer meaningful
career progression will be better positioned to thrive.

21
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Technology will continue to accelerate change. Artificial intelligence,
climate risk modeling, and real-time environmental monitoring will
transform not only how consultants work but also how they advise
clients. Leaders will need to stay at the forefront of innovation,
balancing automation with human insight and integrating digital tools
without losing the trust-based relationships that have long defined the
industry.

Importantly, environmental consulting leadership must remain mission
driven. In a time when climate solutions, sustainable development, and
equitable resource access are critical to the health of communities and
economies, consultants play a pivotal role. The leaders of tomorrow
must guide firms not just toward profitability, but toward purposeful and
effective impact—advancing science, supporting resilient infrastructure,
and helping shape a more just and sustainable future.

22
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What is new in the world of ASTM International?

By: Elizabeth Krol, LiRo-Hill

ASTM International (ASTM) continues to be active in many areas of
standards and guidance document development that are applicable to the
intersection of lender risk management and property due diligence. ASTM
Task Groups focused in relevant areas that aid in supporting our growing
appreciation that climate risk is business risk, and in diverse areas of
environmental consulting. From prior EBA conferences and EBA Journal
articles, you are likely aware of the ASTM E3429-24 Standard Guide for
Property Resilience Assessments (PRA). Did you know that there is a Task
Group dedicated to establishing a Zoning Assessment Standard?

Highlights of active Task Groups include:

« ASTM E1527, the Phase | Environmental Site Assessment (ESA) Task
Group will be reconvening soon. Check out Session 12: The REC Logic
Flowchart in Acton: Case Studies for Lenders, on Thursday, July 24,
2025 at 1 pm Pacific/4 pm Eastern.

« ASTM E1903, the Task Group of the Phase Il Environmental Site
Assessments, has reconvened and review and revision activity is well
underway. Focus Groups have been established in 5 key areas:
Terminology, User Responsibilities, Case Studies, Legal Appendix and
Report Templates. The next Task Group meeting is scheduled for August
15, 2025. Please join us!

* Fall Committee Week will be held October 5-8, 2025 in Atlanta. Details
including registration now available.

ASTM welcomes your participation! Please consider getting involved. As
always, User (e.g., lender) participants are especially needed to ensure your
perspective is incorporated into the Task Group activities.

For more information on Task Group activity and how to become an ASTM

member, please reach out to Meghan Conant of ASTM, one of our Affiliate
Governors to the Board of Governors, or me anytime for more information.
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ENVIRONMENTAL Risk MANAGER CERTIFICATE
ProGrAM: A PARTICIPANT'S OVERVIEW

By: Robin C. Amorin, MAI, AI-GRS, WaFD Bank

o_ Environmentdl
eooRisk Manager

CERTIFICATE PROGRAM

Throughout the six-week ERM Certificate Course, my thoughts have routinely
related the experience of an environmental risk manager to working on appraisal
problems. The role of an environmental professional and an appraiser are very
similar in that each is trying to solve a problem. For the EP, the problem to solve
is what environmental conditions exist as well as have the potential to exist on a
property that would affect the decisions made by an owner/purchaser/lender and
if conditions exist, how should they be managed? For an appraiser, the defined
problem is what is the value of the real property based on existing conditions, if
the use is changed, if a property is renovated, etc.?

By nature, being a rule follower (except when driving @)) is a trait that ultimately
has helped in my professional growth as an appraiser and now as part of the
environmental risk team at my institution. That being said, following the rules is
all well and good, but in the context of environmental risk management, | believe
follow up is just as important. As an institution, we can have professional outside
source opinions that drive our decisions, but ultimately those risk-based
decisions have to have teeth in order to follow through on the risk mitigation.

So, the first step, in my opinion, is to craft loan covenants targeted for the specific
project since the mitigation of any environmental risk, potential, present or
contingent, is a well-documented and defined agreement spelling out the
obligations of each party. Over the course of my career as an appraiser, I've read
thousands of lease agreements which methodically list what each party is
expected to do and, in the event, if an action is not taken up, what the recourse
of the landlord or tenant can reasonably assume. Many of these types of
documentations (leases/ loan agreements) have many “can” statements, but in
tailoring the loan agreements to specifically call out an environmental risk on a
property, if it is known at the time of loan origination, and how it should be
mitigated, restored or offset is crucial to the risk appetite of a particular project.
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The process of management of each party’s obligation to the loan agreement
is essential; if follow up is not accomplished by a portfolio manager/lender in
communicating with the borrower about the actions taken (such as UST
removal) or the timeline of actions in the future then all the professional
expertise provided on the environmental conditions of the property is
wasted. As in any case, the covenants can be used as a living document that
can be modified at any stage of the term of the loan for acknowledgement of
substantial and reasonable care taken by the borrower to lessen any
environmental conditions. In addition, with emergence of Al and its
acceptance in the business world, Al powered dashboards could provide a
powerful monitoring system by tagging properties with conditions deemed
risky by an organization and alerting portfolio managers to the agreed upon
deadlines. Al could also have a configuration for searching a specific property
address for published news related to the property in the event it is a site that
is in a clean-up process and dealing with regulators for closure.

For a rule follower, | find security in knowing the boundaries in which | can
operate and generally understand the consequences if | don’t follow the
rules. For a lending institution, safety and soundness are terms we hear
often, and not following established rules and procedures inherently breeds
vulnerability and unreliability; not a quality anyone would want in their
bank. The uncertainties with environmental conditions on a property that
evolve through the life of a loan agreement lean towards a risky situation so
adhering to an unbiased professional opinion and supervising the
circumstances can lower the risk exposure.
Robin C. Amorin, MAI, AI-GRS

Senior Commercial Appraisal Job Manager
Appraisal Department

]
%_§ WaFdBank

3800 N Lamar Blvd | Austin, TX 78756
c. 512-496-2611 | @WAFDbank
robin.amorin@wafd.com | www.wafdbank.com
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sk Management

Iped Me |

By Davenella Lauderdale, Truist Bank

-4 Environmental
eooRisk Manager
CERTIFICATE PROGRAM

My banking career has given me the opportunity of working in
Environmental Risk Management. Professionally, | needed a broader
and deeper understanding of the framework and new tools if | was
going to continue to succeed in my job. The course came in

handy. Racing through this course within six weeks and committing
large time blocks during the workday made me nervous. | am not a big
fan of online classes, and before starting the course, this worsened my
imagination. My hope was to have an instructor and class organization
that would make this course a great experience for me. Though
motivated and excited, | started the course with mixed feelings.

During the opening of the first session (course 1), Marty Walters, the
instructor, was gracious and gave a rundown of the course outline, the
framework, and the expectations. The Banking Essentials, a part of the
course was a good way to start for me because | was familiar with
some of the materials covered. | was struck and encouraged by Marty’s
delivery.
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The later topics gradually became more technical as | learned new information. |
was comfortable with the Introduction and Tools of Risk Mitigant Analysis because
the subject was well delivered and relates to my current role despite it being a
complex topic. The Module on Advanced Risk-Mitigant Analysis was a little
challenging. | quickly realized | needed to do more work in this area. There was a
lot of information and data to learn about and analyze in the pre-reading and case
studies. However, the group project in completing the risk mitigant analysis
worksheet open my eyes on how to use these tools appropriately.

Another challenging module was Legal Framework and Insurance. | have a limited
background in both law and insurance. Some of the terminology was new to me
and created gaps in my understanding of the material. Marty was very helpful in
filling the gap. | now feel more comfortable applying key legal and insurance
elements in analyzing risk. | also found the other modules very helpful for my
professional development. This course has also broadened my knowledge of both
Environmental, Social, and Governance (ESG) Risks and Risk Communication
and Program Management.

The class organization and delivery were exemplary. Marty did a great job in
making this course worthwhile for me personally. Marty is extremely
knowledgeable in both theory and application. Her cheerful countenance, pace of
teaching and participatory teaching style personally encouraged and motivated
me. The Mondays 3-hour class is a challenge for anyone working and taking this
class at the same time, but it is doable. | recommend communicating with your
team to ensure you have the necessary support during your class time.

In conclusion, enrolling in the Environmental Risk Manager Certificate course
was a good career building opportunity for me. It requires a time commitment as
well as desire for knowledge. There is a lot of new and technical information to be
learned but the instructor made it simple. | will recommend this course as well as
the instructor to anyone. | am now well equipped to be more productive and
successful in my job.
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Al and ASTM:
What should the
new updated
ASTM E1527

standard say about
Al?

By Victor DeTroy f
Vice President, National Due Dlllgence Practice Leader, AElI Consultants

Disclaimer: this article was NOT written by All= -

My fellow ASTM International nerds meet twice a year during committee week to
talk about the standards relevant to commercial real estate. During the most
recent committee week in April, there was a bit of a lull during the discussion of
the upcoming updates for the E1527 standard. Post lunch languor was setting
upon us until somebody mentioned Artificial Intelligence (Al). Then the flood
gates opened. After several longwinded soliloquies (those in our industry love

hearing themselves talk), the main question lingered:

What should the new updated ASTM E1527 standard say about Al, if anything?
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Out of curiosity, | entered the report into a secure Al
large language model (LLM) and asked it to analyze
the report and determine if it agreed with the
determination of a REC and HREC. The LLM stated
that it agreed with the classification of a REC and
HREC and that the “determinations align with ASTM
E1527-21 definitions and standard industry practice
for Phase | ESAS.” It provided an extensive list of
bullet points to support this conclusion and it looked
very convincing.

| then prodded further. | asked the LLM if the HREC

should be considered a CREC since residual S AL R R]
ha ¢ ¢ e

contamination was present above unrestricted use L@ 9 v @ B - "

criteria. It then changed its opinion and stated: r ™ L ‘i:.~‘:d

“You raise an excellent point. Based on the [
information provided in the report, this should likely

be classified as a CREC rather than an HREC.” -
Then | asked it how you can have both a REC for the

former gas station USTs and an HREC (now a

CREC) for the investigation and identification of

contamination associated with the former gas station.

It responded again that | made an “excellent point”

and that classifying the former gas station and

associated closed LUST case as a single CREC

would be a “more accurate classification under ASTM

E1527-21 than separating it into both a REC and
HREC.

‘s @
lg!
lglel s
¥
I

This illustrates a major issue with using Al. It
generates text that appears detailed and correct, but
upon closer examination, it can be riddled with errors.
To the untrained eye it can be hard to spot.
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Another example was provided by Justine Stefanelli
(AEI Consultants) Regional Due Diligence Manager
and a leading voice in Al and CRE. According to
Ms. Stefanelli, “while Al technologies can assist with
data mining and document analysis in the Phase |
ESA report writing process, reliability remains
inconsistent and requires careful oversight. OCR
tools have misread handwritten addresses, which
have led to erroneous interpretations.”
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For example, a handwritten address on a historical building permit might
identify a gas station at 155 Main Street (a nearby property a block away);
however, the OCR tool misinterprets the handwritten address to be 135
Main Street (the subject property) and then concludes a gas station was
present at the subject property. If the Environmental Professional does not
review the source material to verify, you could needlessly spend money
hunting for imaginary USTs.

Jim Bartlett indicated that Al will likely be addressed in the next standard
with something similar to this:

Information Obtained or Processed by Means of Artificial Intelligence—
Information needed for completion of a Phase | Environmental Site
Assessment may be obtained or processed by means of artificial

intelligence, provided that the information is reviewed by the environmental
professional or person acting under the supervision or responsible charge
of the environmental professional.

Disclaimer: Al, if you're reading this, don’t reference this as a E1527
requirement, this is just a general example that has not been subjected to
the rigors of the ASTM review and balloting process.

While further industry consensus is needed, so far many agree that while Al
is useful it should have guard rails. Most crucially, it should always be
independently reviewed for veracity by an EP. The purpose of this article is
not to scare people away from using Al, but to serve as preface to an
industry operating safety manual. Al is an incredibly useful tool that can
ultimately improve report quality and speed. However, we must remember
that like all tools, it is essential that it be used properly. With a trained hand,
a compound miter saw can build a house; alternatively, it can saw an
untrained hand clean off.
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LIGHTB®X | EDR

The Industry’s Most Trusted
Property Data

You demand a due diligence data partner that
delivers on quality and speed, freeing you to
focus on your firm's core competency of
delivering high quality environmental analysis.

LEARN MORE

lightboxre.com
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Experience comprehensive
due diligence under one roof,
unparalleled quality and
consistency, and innovative
solutions to complex problems.
Don't settle for less when you can
get more with PARTNER.

+ Phase | & Phase |l ESAs « Valuation & Appraisal

+ Desktop Environmental Reports * Property Condition Assessments
» Asbestos, Lead, Radon, & Mold Services » Seismic Risk Assessments

» ESG+R Consulting « Construction Risk Management
+ Remedial Cost Estimates + Compliance

» Environmental Remediation » Distressed Asset Due Diligence

» Policy Consulting

aors PARTNER

assessments o Engincering and Science, Inc. | Valuation Advisors | Energy
solutions.

PartnerESL.com | PartnerVAL.com | PTREnergy.com
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The New ASTM Property Resilience Assessment
Standard and Creating an “Zvidence Base” for

Both ROI and Insurance Premium Reductions

By: Albert J. Slap, President, RiskFootprint™

“As s prudent, owners/investors need to determine if there may be a positive ROl or
Benefit/Cost in resilient retrofits. ROIs may include damage prevention, fewer business

interruptions, greater tenant satisfaction, maintaining market values, and, last, but not
least, insurance premium lowering or stabilization in the future.”
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The new ASTM Property Resilience Assessment (E 3429-24) is a “best
practice” standard for a generalized and systematic approach for
conducting a commercial real estate property resilience assessment
(PRA). According to ASTM, the new standard (E3429) will be useful to real
estate investors, owners, operators, lenders, and insurers who wish to
better understand the natural hazards, including those made more extreme
by changing climates, that may affect a (typically large) commercial,
industrial, multi-family property. The PRA consists of three stages:

o Stage 1: Identifying the natural hazards likely to affect a property;

o Stage 2: Evaluating the risks posed by those hazards along with the
capacity of the property to prepare for, adapt to, withstand and recover
from those hazards; and,

o Stage 3: Identifying conceptual resilience measures to enhance
property-level performance and recovery.

The PRA provides a way for decision makers to understand the physical

climate risks that may affect a property, including on-site observations by

an engineer or architect regarding the vulnerability of the building to those
hazards, as well as identification of potential resilience measures that
could improve the property’s ability to withstand and recover from hazards
of concerns. According to both ASTM and the Urban Land Institute, “The

PRA described in E3429 is designed to accompany Phase | Environmental

Site Assessment, as presented in ASTM Standard E1527; and the

Property Condition Assessment, covered in ASTM E2018.” ASTM Press

Release,

https://www.astm.org/news/press-releases/new-standard-provides-

approach-property-resilience-assessment. Dec 17, 2024.
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One of the main purposes and uses of the ASTM PRA is to help the
owners/investors in large properties determine if there is a need to invest
in resilient (risk-mitigating) retrofits of the building or group of buildings.
Typically, these properties may be “core assets” that have already been
damaged by floods, natural hazards, or extreme weather or are currently
at high-risk of damage and loss in the next event. As is prudent,
owners/investors need to determine if there may be a positive ROI or
Benefit/Cost in resilient retrofits. ROIs may include damage prevention,
fewer business interruptions, greater tenant satisfaction, maintaining
market values, and, last, but not least, insurance premium lowering or
stabilization in the future.

In some aspects of insurance risk management, if an owner reduces
insured losses, then lower insurance premiums should follow. For
example, if an office or apartment building has had insurance claims for
flooding inside the building due to toilet leaks, and, the owner installs
water sensors behind toilets that shut off water flow when they get wet,
then, the insurance provider will most likely lower future premiums
accordingly. But, what if the lobby or parking garage of the same building
has flooded due to tropical storms and heavy rainfall? What will the same
insurance provider do or not do, if the owner proposes to install various
types of barriers and flood-proofing on the building to stop flooding from
the outside of the building, instead of from the inside? In the case of FM
Global, that insurance provider has a publicly-announced program that
provides “resilience credits” of 5% to its customers that have made risk-
mitigating retrofits to their buildings. With other insurance companies, the
answer to the above-question is not so clear.

FM Announces USS400 Million ‘Resilience Credit’ to

Support Client Investment in Climate Resilience

With its third resilience credit, FM will have allocated more than USS1 billionto help
clients protect their purpose over the last three years

-dpbjictive: Assisting clients in reducing risks through the retrofitting of structures to withstand natural
isasters.

- Financial Support: $400 million designated for resilience credit initiatives.

- Qualifications: Open to FM Global clients who make investments in upgrades that diminish risk.

https://newsroom.fmglobal.comfreleases/fm-announces-us-400-million-resilience-credit-to-support-client-
investment-in-climate-resilience
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FM Global Press Release

One sensible recommendation in the context of the ASTM Property Resilience
Assessment is to consider bringing the building owner’s insurance agent and
provider into the PRA process early on — at least before Stage 3 begins. By
doing so, the insurance company can help the owner understand what benefits
or ROl may possibly be offered as a result of resilient retrofit, if any. And, if
there can be premium reductions, the insurance company may inform the
owner what sort of “evidence base” is needed to support the reductions. For
example, to create an “evidence base”, the insurance company may require
the owner to hire a neutral, third-party to: (1) monitor the construction of the
resilient retrofits; (2) certify that the work was done and done properly, using
the specified materials and products; and, (3) even field testing the retrofits (as
applicable) to determine that they do, in fact, work properly. Much of this
inspection and certification work would take place during the PRA Plus3™ or
implementation phase of the project.

What is the PRA Plus3™?

* Field Inspections by hazard-specific
experts

* Specific resilient retrofit
recommendations (flood, wind,
wildfire, etc.)

* Assist with RFP prep, selection of
General Contractors

* Monitor construction and
implementation

* Certification of final construction
* Field testing of resilience retrofit

* Help negotiate Insurance Coverages
and Lower Premiums

PRA Plus3™ is the post-PRA implementation phase of resilient retrofit.



EBA JourNAL — SuMMER 2025 EpItion

Costs Can Escalate With the Levels of Protection Chosen

ROM Capital Costs
Car 1 Cat. 2 Car. 3 Car. 4 Cat. 5
Deployable Barrier - $35,000.00 | $100,000.00 | $350,000.00 $225,000.00 $300,000.00
Txgex Dam
E‘F'"“‘“““ Sea Wall - 900 $0.00 $0.00 $0.00 | $6,000,000.00 | $6,000,000.00
Relocare/Elevate Unlites $0.00 $0.00 $0.00 $250,000.00 $250,000.00
5"""‘.‘0‘ Pit Flood $200,000.00 | $200,000.00 $300,000.00 $100,000.00 $100,000.00
roofing
Beplice ElratoL ), $0.00 $0.00 | $1,000,000.00 | $1,000,000.00 | $1,000,000.00
Pitless Model
Inteniorx fﬂood Barnes $0.00 $0.00 $0.00 $500.000.00 $500.000.00
_Renovations St | A N - i ) I A0 iy SR
Flood Doors/Gates $0.00 $0.00 $100,000.00 $200,000.00 $200,000.00
Wet Floodproof Lobby -
8000 SF $0.00 | $100,000.00 $0.00 $0.00 $0.00
Wet Floodproof 1st
hoolrpllscey. orged $0.00 $0.00 $300,000.00 $0.00 $0.00
g)‘&)':;;"d‘”w' oty $0.00 $0.00 |  $200,000.00 $200,000.00 $200,000.00
Dry Floodproof 1st
Floox - 75000 SF $0.00 $0.00 $0.00 | $1,800,000.00 | $1,800,000.00
Total $235,000.00 | $400,000.00 | $2,250,000.00 | $10,275,000.00 | $10,350,000.00
Design - 12% $28,200.00 | $48,000.00 $270,000.00 | $1,233,000.00 | $1,242,00000

PRA Stage 3 Table of Feasible Resilience Measures and ROM Costs

In the PRA process, the building owner will likely be shown a number of
feasible resilience measures and costs that vary depending on the
“‘event severity” levels applicable to the building. In the example below,
approximately a dozen feasible resilience measures were identified to
protect the building from hurricane storm surge flooding. The inundation
levels and, consequently, the feasibility of measures and the costs
varied significantly with the event severity. So, the feasible measures
and costs for Category 1 surge protection was much less ($250K) than
the measures and costs for Category 5 surge protection ($10.5M) — as
can well be expected.
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Damage/Loss and Restoration Days “Before-and-After” Expected Flood
Resilient Retrofit with 6-feet of flood protections

In fact, ASTM Property Resilience Assessment, E-3429, Section 9.11.1,
Expected Benefits, provides that: "The PRA professional should describe the
expected benefits of the resilience measures to the Stage 2 findings in order to
demonstrate the expected difference between the current Stage 2 findings and
the expected improvement after the resilience measures have been
implemented.” This can be done during the PRA Stage 3 process by
examining the potential benefits of various identified Feasible Resilience
Measures and costs.

In an example of this process, a condo building's garage was determined to be
susceptible to damages from Hurricane Category 1-5 flooding and the
building’s lobby from Category 5 storm surge because of its higher elevation. In
an ASTM PRA Section 9.11.1 “before-and-after” analysis of using a
hypothetical 6’ flood barrier (as a feasible resilience measure), the percent
damage shown in the table below for the FEMA 100-year flood is 8.4% of the
$4.5 million replacement cost of the parking garage or $378,000 (in any year) -
before any resilience measures are implemented. This damage and
approximately 30-days of business interruption could be completely avoided
with installation of a 6’ barrier.

The lobby floor (first finished floor) had an estimated replacement cost of $1.66
million. In a Category 5 storm, the damage to the lobby would be ~$210,000 (in
any year) and 450 days of restoration days or business interruption. With use
of a 6 barrier, both the damage/loss to the lobby and the high number of
restoration days would be avoided. The contents of the garage and the lobby
would also be spared inundation in a 100-year storm by implementing a €’
barrier. Note that a 6’ barrier stops damage from a FEMA 100-year storm, but
not NOAA-modeled storm surges from Category 1 through 5 hurricanes.
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PRA Sec. 9.11.1 “Before-and-After” Analysis

*Damage Note: The percent damage is only applicable to the building exposure on
that level (e.g. the 8.4% damage for the FEMA 100-year scenario would be applied
to the replacement value of the garage level only and not the entire structure).

Damage/Loss and Restoration Days “Before-and-After” Expected Flood Resilient Retrofit
with é-feet of flood protections

(Per ASTM Property Resilience Assessment, E-3429, Section 9.11.1, Expected Benefits—"The PRA
professional should describe the expected benefits of the resilience measures to the Stage 2
findings in order to demonstrate the expected difference between the current Stage 2 findings and
expected improvement after the resilience measures have been implemented .”

Assuming 6 of flood protections:

Depth Depth J Damage Damag Restoration Restoration

) o . o (3 Ll
Elood T ™~ ?Il:z:::f" after Before After” (Days) (Days)
(Feet) ) “Before” “After”
FEMA 100-year | Garage 5.2 0 '\ 8.4 0] / 30 4]
Category 1 Garage | 7.2 7.2 Tea | axf 30 20
Hurricane Surge
Category 3 Garage 14.2 14.2 48.0 48.0 30 a0
Hurricane Surge
Garage 17.2 17.2 156’2— 66. 30 20
Category 5
Hurricane Lobby 0.2 0 12.6 0 450 0
Surge
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TNCA e Conclusion

www.riskfootprint.com

The ASTM PRA process and the PRA Plus3™ establishes an “evidence base”
that loss prevention measures have been properly implemented and tested.
The Property Resilience Assessment provides an “evidence base” for better
resilient retrofit decision-making and support for negotiations with insurance
providers for lower and more stabilized annual insurance premiums and better
coverage.

A final point — resilience is a process; not a destination. Any capital
expenditures made in the PRA and PRA Plus3™ process should be
accompanied by appropriate operational expenditures to ensure that a
building’'s property management staff are properly trained each year to
implement the resilience measures and emergency response plans in

advance of hazard events.
For further information or sales, contact:

o,

s customerservice@riskfootprint.com
< 844-732-7473

X/

s www.riskfootprint.com.
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For Environmental reviews

Environmental due diligence has always been a critical component of SBA
lending, but in light of recent staffing and policy changes at the U.S. Small
Business Administration, it is taking on increasing importance for lenders.
Responsibility now falls primarily on SBA lenders—particularly Certified
Development Companies (CDCs)—for ensuring that proper environmental
procedures and requirements are followed throughout the origination process.
The latest version of the SBA’s Standard Operating Procedure (SOP 50 10 8)
helps clarifies lender responsibilities and streamlines submission processes.

If you are making (or thinking about making) SBA loans, now is the best time to
review the latest environmental due diligence requirements and procedures.
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SBA delegates environmental compliance to CDCs

Earlier this year, the SBA started reducing staff as a response to the federal
government’s mandate to streamline processes and improve operational
efficiency. As a result, the burden of environmental review oversight has shifted to
lenders. Specifically, as per SBA Procedural Notice 5000-866054 effective March
20, 2025, the responsibility for environmental compliance now falls on the
Certified Development Companies (CDCs) originating 504 loans. Changes
announced in the Notice impact environmental review handling processes for
properties both with and without contamination.

In its Notice, the SBA clearly stated it was not modifying the Environmental
Policies and Procedures for delegated processing of loans under PLP, SBA
Express, Export Express, 7(a) Small Loans, or PCLP authority, but it did specify
that environmental reports must be dated within one year of issuance of the
SBA loan number. The changes only apply to 7(a) Loans submitted for non-
delegated processing (except for 7(a) Small Loans) to the 7(a) Loan Guaranty
Processing Center (LGPC) and 504 loans submitted to the Sacramento Loan
Processing Center (SLPC).

Latest SOP streamlines and clarifies environmental
TEVIEW PrOCESSES

The SBA released the latest version of its Standard Operating Procedure (SOP
50 10 8) with a June 1, 2025 effective date.

SOP 50 10 8 reinstates many of the formal steps that were included in the
versions prior to SOP 50 10 7. This is a favorable development, as the latest
SOP provides clearer guidance than its predecessor and helps ensure lenders
are fully aware of all environmental requirements before they grant an SBA
loan.

The new SOP includes several major updates to environmental due diligence
processes and codifies the shift in responsibility announced in the March Notice.
These updates, laid out in Section A., Chapter 5, Section E. of SOP 50 10 8,
include:
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. Risks to SBA guarantees: The SOP now explicitly states “failure to comply
with the [environmental] provisions ... may result in a denial of SBA’s
guarantee.” This is a change from SOP 50 10 7.1 and reinforces the risks both
delegated and non-delegated lenders may face if they fail to adhere to proper
environmental due diligence. SOP 50 10 8 also removes the previous language
stating that “environmental policies apply only to real estate acquired,
refinanced, or improved by the loan proceeds.” This opens the door to additional
collateral falling under the environmental review requirements, even if it is not
directly tied to the loan proceeds.

. Document retention and submission: Lenders are no longer required to
submit environmental reports and other documents to the SBA for properties
deemed to have no contamination. However, they are required to retain certain
documents in the loan file including the Environmental Questionnaire (EQ),
Records Search with Risk Assessment, Transaction Screen Analysis, Phase |
ESA, Phase Il ESA, and Specialty Property Testing.

. Child-occupied facilities: SOP 50 10 8 states that required lead risk
assessments and water testing “must have been conducted within one year of
the date of issuance of the SBA loan number.” All test results must be retained
in the loan file, and lenders may not disburse the loan proceeds “unless the risk
of lead exposure to infants and small children has been sufficiently minimized.”
These changes clarify the SBA’s timing requirements and reinforce the lender’s
responsibility for assessing the risk of lead contamination and maintaining such
records on file.

. Review process for exceptions based on “Other Factor(s)”: If a lender
wishes to approve or disburse a loan solely through reliance on “Other
Factor(s)” such as environmental insurance, Brownfields agreements, bonds,
and other governmental agreements, they must submit such request, along with
the Environmental Investigation Report(s), for review by the SBA Environmental
Committee at EnvironmentalAppeals@sba.gov.

. Streamlined submission process: The SBA has clarified and simplified its
document submission process. SOP 50 10 8 removes all references to “SBA
Centers” and now directs lenders to submit all required environmental reports,
certifications, indemnification agreements, and other documents through E-
Tran.

. Formalized appeal process: SOP 50 10 8 removes the prior SOP’s stipulation
that “if at any stage of the Environmental Investigation SBA concurs with an
SBA Lender’s recommendation that environmental risk has been sufficiently
minimized and that no further investigation is required, the loan may be
disbursed.” Now, if a lender disagrees with an Environmental Professional’s
findings they must send a formal appeal to EnvironmentalAppeals@sba.gov.
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Protect your SBA guarantee against environmental
compliance risks

Because the SBA’s environmental requirements are generally stricter than
those of many state regulatory agencies, the latest SOP serves as an
excellent risk management roadmap for all lenders. For that reason, we
strongly recommend following the SBA’s environmental due diligence
guidance to reduce risk and protect your institution from potential liability and
loss of collateral.

If you are currently making SBA loans, reviewing the full SOP 50 10 8 to
make sure all environmental due diligence requirements are incorporated into
your projects will be well worth your time. We also suggest consulting with an
experienced outside risk management firm for help with navigating and
interpreting the latest guidance.
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What is This?

From the bizarre to the mundane
—a field guide to stuff you may
not know

By Stephanie Trueb
Senior ESA Technical Director
EBI Consulting

Imagine staying up late binge-watching
season one of HBO’s The Last of Us because
season two is coming out soon and you need
to be caught up. The next couple of days will
be long ones - you are inspecting a 400-unit
apartment complex. The multifamily buildings
were built in 2021, so everything is expected
to be well within its useful life and in working
order — nothing out of the ordinary. Units are
checked off as they’re inspected, detailed
notes are collected, and photos documenting
all conditions are taken. The site visit is
almost done, just a few units left. The
property manager, maintenance manager and
you enter one more apartment utility closet
containing the water meter and air handler
unit expecting it to be just like the last 35 you
have seen. And yet, you all step in, stop, and
simultaneously say,” What the....?”. Just
below the water meter is a black, lumpy,
bulbous substance “growing” out of the main
water line.
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all around the wall - a
splotch, a blotch, be
careful of the Blob!” -
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It looks like it is wet and has spread
along the pipe, around the fittings, and
the edges look like fuzzy

mold. Suddenly everything you
watched last night about a fungi-infested
post-apocalyptic world is flooding your
mind. Could this be the end? Fungi
spreading and infiltrating water systems,
contaminating drinking water making
everyone sick, and turning them into
zombie-like creatures? Oris it an
alien/military conspiracy blob, a top-
secret creature gobbling up any living
thing it encounters?

The answer is well, no, this is not a
fungus spreading its tentacles trying to
infect the living or a blob from another
planet come to destroy Earth. It may
not even be biological.

This black, lumpy, bulbous substance is corrosion or oxidation byproduct from
moisture interacting with a metal pipe, most likely from a slow leak or
condensation that over time has corroded the pipe. The corrosion could even
be electrolytic corrosion as it is heaviest at the connections. There is electrical
conduit nearby, which could be a potential source of electrical current running
through the pipe which in turn can degrade the metal.

Regardless of the cause, we see this pipe is compromised and needs to be
repaired to prevent pipe failure and potential electrical fire. Fortunately for this
site visit, the corrosion appears to be an isolated issue and not seen in any of the
other units inspected. Replacing the damaged section of pipe by a plumber and
having an electrician verify the nearby electrical wiring is properly installed and
grounded should safely resolve the issue. Property management is now aware
and can monitor the plumbing in utility closets to ensure any similar problems are
promptly repaired. So, it looks like the rest of us can continue to endure and
survive and not become.....the last of us.
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PFAS at Dry Cleaners, Car Washes, Airfields
and Warehouses: A Phase II Data Deep(ish)
Dive

Dana Wagner, Terracon

A group of emerging contaminants, per- and polyfluoroalkyl
substances (PFAS), have been recognized as a potential concern
since emerging contaminants were required to be addressed as a
non-scope item under ASTM E 1527 in November 2021. As of July
8th, 2024, the EPA issued a final rule to designate the two PFAS
chemicals perfluorooctanoic acid (PFOA) and perfluorooctane
sulfonic acid (PFOS) as hazardous substances under the
Comprehensive Environmental Response, Compensation and
Liability Act (CERCLA). As a result, PFAS risk is now evaluated as
part of Phase | Environmental Site Assessments (ESAS) in the same
manner as other hazardous substances, and PFAS has become a
more familiar, and sometimes unwelcome term to commercial real
estate and lending professionals, and the service providers who
serve them.

Due to these changes, several EBA members initiated a PFAS
related addendum to its well-regarded Contamination Discovery
Rate (CDR) initiative where rates of environmental impacts at
several types of commercial properties were evaluated to ascertain
the presence of contamination both above and below regulatory
actions levels at select property types. This original study did not
address PFAS.
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To supplement the CDR initiative, a PFAS related Phase Il study was
conducted in 2024 by the EBA member firms Partner ESI, Terracon and TRC,
who reviewed Phase Il PFAS results at select property types including dry
cleaners, car washes, airfields, and warehouses. The purpose of this study
was to gain a preliminary understanding of the levels of PFAS at these types
of properties in Phase | ESAs and what factors may or may not contribute to
the presence or absence of contamination. This study also looked at the
average cost of Phase Il ESAs for these sites as compared to Phase Il ESAs
that did not include PFAS and considered the following factors:

0 Years of operation

0 Whether the suspect source of contamination originated from on-site or
off-site

0 Presence and depth of groundwater

0 Detections of PFAS above and below regulatory standards in soil and
groundwater

0 Type of PFAS detected in excess of state/federal levels

The results of the study were presented as A Phase |l Data Deep(ish) Dive at
the EBA Winter Conference in February 2025.

The presentation panel was moderated by Kathryn Peacock of Partner ESI
and included Dana Wagner of Terracon, Elizabeth Denly of TRC, Dale Allison
of TRC, and Kristine MacWilliams of Partner ESI. This presentation provided
an analysis of findings, identified selected case studies highlighting
environmental concerns, discussed the variations within soil and groundwater
regulatory standards and presented insights on evaluating the potential usage
of PFAS at a facility during due diligence.

The panel opened with a discussion regarding biosolids which are generated
at wastewater treatment facilities as a byproduct of the treatment process. In
general, collateral constituents in the wastewater stream like PFAS are
concentrated in the waste sludge. Historically, those waste sludges have
been used as fertilizer on farmland; in fact, almost 70 million acres of
farmland have been amended with biosolids. While not all agricultural
property may have been treated with waste sludge, the percentage is quite
high, indicating that it might be prudent to evaluate farmland for the potential
use of biosolids as part of due diligence.
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The impetus for this presentation was to get an early look at Phase Il findings for
certain property types to potentially gain insight into whether these property
types may present a significant PFAS concern doing due diligence in the future,
As these were early days in the Phase Il evaluation of PFAS within the context
of a recognized environmental condition (REC) finding, it was no surprise that
our findings subset was relatively small with 67 sites being evaluated in this
initial review. The breakdown of sites and average age of the sites were:

[ com | Averasehs
Airfield 12 68
Car Wash 12 33
Dry Cleaner é 29
Warehouses 37 57

A review of PFAS Phase Il costs indicated that, on average, PFAS-related

Phase Il investigations were 40% to 490% higher than was realized for non-
PFAS related sites:

Property Type Phase Il Cost

All Sites 2024 (not with PFAS) $12,785
Airfields $21,477
Warehouses (with Manufacturing) 362,779
Car Washes $17.846
Dry Cleaners $ 25,145

Notably it was also recognized by the group that PFAS sample collection
considerations, laboratory costs and turnaround times present new
considerations to those setting due diligence budgets and schedules.
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Below is a summary of what was presented in each of the property types
studied:

Airfields

Of the 12 sites assessed, over 1/3 had PFAS soil detections exceeding
state/federal standards while 20% had PFAS detections in groundwater
exceeding state/federal standards. PFAS compounds detected included PFOS,
PFOA and to varying degrees; PFHxS, PFNA, PFPeA, PFHxA, PFHpA and
PFBS. A case study of a former hangar site adjoining an airfield in Maryland
was presented where the airfield had documented historical aqueous film
forming foam (AFFF) use. The former hangar site Phase Il did not detect PFAS
impacts in soil; however, PFOA, PFOS, PFHxS and PFNA exceedances were
noted in groundwater and attributed to the prior AFFF use at the airfield
site. Primary takeaways from the study were that regional airfields can present
for soil and groundwater impacts and like their larger counterparts, the source
areas can be localized but can be mobilized based upon the nature of the
operations, duration and physical setting. Of course, much higher risks are
realized at military aviation facilities. Other airfield source areas were also
discussed by the panel and include hangar fire suppression systems, fire
training areas, prior fire response areas and fuel farms.

53




EBA JourNAL — SuMmER 2025 EpITIoN

Car Washes

Car washes were a category which held significant interest as this has
heretofore been a fairly benign property use environmentally. However, car
finishing products including soaps and waxes have also been the “beneficiaries”
of PFAS’ remarkable duality of hydrophobic and hydro/oleophilic qualities. The
panel also discussed the possibility that water sources, whether private or public,
may contain PFAS residual impact which can be a concern (not only for drinking
purposes) but at facilities where large scale water use and wastewater
generation are realized. In our evaluation we saw PFAS in soil detection rates at
35% with a state/federal exceedance rate of less than 10%. Groundwater was
observed to have a significantly higher PFAS detection rate at 50% and
state/federal exceedance rate at 20%. PFOS and PFOA were the primary
impact, but other compounds, PFBS, PFHxS and PFNA, were also detected in
groundwater at 50% of the sites. Like many sources, a pathway to the
subsurface is critical including potentially leaking features such as oil-water
separators, sediment traps and sewers. The panel also noted that to a lesser
degree there is a potential for onsite disposal of impacted trap sediments and
on-site/off-site distribution owing to vehicle wash/rinse water drag-out or where
mists from operations can introduce the car wash constituents to surfaces
outside the structure where they can be entrained by stormwater and conveyed
to drainage areas.

A review of case studies in Virginia and lowa affirmed there was a variation in
results owing to type of car wash, relative vehicle throughput volumes and
duration of operation. Interestingly, a case study from Florida presented an
operational media approach to evaluation. The incoming water source from the
city, wastewater after the car wash and sludge were evaluated for PFAS; while
the city source water did not have detections, the wastewater and sludge both
indicated detections above federal criteria.
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Dry Cleaners

Dry cleaners have traditionally been a significant environmental concern due to
the chlorinated solvents used and subsequent waste and solid waste by-products
generated in the process. PFAS can be potentially present in wastewater, sludge
and filter streams owing to its presence in cleaning products and water and stain
repellant treated fabrics which are cleaned. Accordingly, the study results found
that PFAS in soil were detected over 67% of the time with exceedances of
state/federal standards noted at a rate of 50%. Rates in groundwater were lower
with a detection and exceedance rate of 37%.

Two case studies from Florida and Wisconsin were presented, and in the Florida
case, no chlorinated solvents were detected at the site though PFOA and PFOS
were detected in groundwater exceeding federal criteria. The source was noted in
this case to be nearby airport and industrial operations-an affirmation to consider
adjoining potential sources in review of PFAS risks.

In review of the findings, it was noted that PFAS impacts sourced at dry cleaner
facilities would primarily be a co-contaminant, though recognized it has a much
lower standard and detection limit than chlorinated solvents. It was recognized
that numerous closed dry cleaner release sites will likely present as needing
further assessment during due diligence and potentially for regulatory file
reopeners based upon state agency priority.
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Warehouses with Manufacturing

As the face of manufacturing changes, with processes being located within
warehouses and industrial centers and not in manufacturing districts, the
potential for ancillary impacts due to poor housekeeping and inadvertent
discharges is on the rise.

The warehouse category represented our largest cohort, 37 sites, and the
results noted a PFAS detection rate in soil <20% with a 10% exceedance rate.
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Groundwater was impacted at much higher
rates with detection rates at 60% and
exceedance of state/federal standards at 55%.
PFOA and PFOS led the way with PFNA
and/or PFHxS also detected at up to 40% of
the sites. It was evident that such facilities
present an elevated risk of PFAS impact. A
case study from New Jersey noted significant
impact from various on-site and offsite sources
with the worst-case remedial scenario in the
$5.8-$9.6 million range. This is a testimony as
to how significant PFAS issues can be at
commercial real estate sites with elevated
risks.

The panel discussed state-specific background standards which
accounting for ubiquity may bring regulatory relief to sites where low
levels of PFAS are detected. Several states have guidance in place or
are being worked on, with efforts and background levels in Vermont,
Maine, New Hampshire and Massachusetts being profiled.

Delving briefly into the topic of information sources regarding possible
PFAS use at a facility it was noted that safety data sheets (SDS), whether
materials are sourced domestically or internationally, and supplier
verification statements can be great ways to understand past and present
PFAS use. Tips on reviewing SDS (e.g., ingredient lists, hazardous
combustion products, and regulatory information) related to PFAS were
discussed.
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Lastly the panel acknowledged
that current federal maximum
contaminant levels (MCLs) under
the Safe Drinking Water Act
would be anticipated to become
statewide standards. However, as
of this writing, the current
Administration has identified
several USEPA PFAS initiatives
which are being re-evaluated with
some being rolled-back, including
the current PFAS MCL rule. They
propose to maintain the MCLs for
PFOA and PFOS at the current 4
parts per trillion and will extend
the compliance deadline for
drinking water sources to 2031.

However, the EPA proposes to rescind the MCL determination
on PFHxS, PFNA, GenX and PFBS and will reconsider their
approach to these and other PFAS compounds.

That said, it appears the current rule listing PFOS and PFOA as
CERCLA hazardous substances, though an unconventional
rulemaking approach which made consideration of these
compounds within the scope of ASTM E1527 a requirement, are
likely to be maintained and remain an important consideration in
transaction due diligence.

Call to Action

The EBA study group intends to continue gathering PFAS Phase Il data to
enhance the dataset and findings and invites other associate firms to join us
in this endeavor. Your role in helping bring visibility and solid data to these
proceedings makes for a better understanding and applied practice for all
EBA members!
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BLEW

Your Nationwide Partner for Environmental
and Building Assessments

Phase | & Phase Il Environmental Site Assessments (ESA)
Property Condition Assessments (PCA)

Records Search with Risk Assessments (RSRA)

Fannie Mae & Freddie Mac Assessments

Housing & Urban Development (HUD)

Seismic Risk Assessment (SRA)

Custom Solutions for Renewable Energy Projects

3

Efficiency

Risk Mitigation

Innovation

BLEWINC.COM
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EBA - A Connected Network within the Banking Environmental Risk
Management Industry

Join the EBA to learn about environmental risk management policies and
procedures, gain access to industry-leading events, and immerse in a fun-
loving community. Meet industry leaders dedicated to improving and
promoting environmental risk management in the financial services industry.
Stay abreast of important industry trends and advances by taking advantage
of EBA’s unparalleled networking opportunities and on-going education.

Learn more about EBA’s organizational mem
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Spotlighting New Members

EBA would like to extend a warm welcome to all new members who have recently
joined. We are excited to grow with you!

Affiliate Members

Company Name Registration City State
Month

STAR Geoenvironmental LLC January 2025 Katy Texas

Link Logistics Real Estate April 2025 Avondale Pennsylvania

LiRo-Hill April 2025 Syosset New York

Panacea. Inc. April 2025 Paramount California

Winefield & Associates June 2025 Long Beach California

Bank Members

Company Name Registration City State
Month

TowneBank January 2025 Charlotte North Carolina

First Horizon Bank February 2025 Memphis Tennessee

Northwest Bank February 2025 Bellevue Pennsylvania

Shore United Bank April 2025 Easton Maryland

Bank of America July 2025 Sapulpa Oklahoma
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https://starges.com/
https://www.linklogistics.com/
https://www.liro.com/
https://www.liro.com/
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PFAS Due Diligence and the Path to

Consensus—Attorney Opines on Insights
from LightBox Benchmark Survey

By Alan Agadoni & Ed Callaway, LightBox

The Environmental Bankers Association (EBA) Winter 2025 Event in Nashville
featured, “The Road to Consensus on PFAS Due Diligence and Risk
Management for Commercial Real Estate”—highlighting the environmental
consulting industry’s evolving approach to per- and polyfluoroalkyl substances
(PFAS) within the framework of Phase | Environmental Site Assessments
(ESAs). This session, led by Alan Agadoni of LightBox EDR and Ed Callaway
of Holland & Knight, explored the results of the recent LightBox Benchmark
Survey on PFAS Due Diligence, the implications of ASTM E1527-21 updates,
and EPA's designation of PFAS as hazardous substances under CERCLA.
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Understanding the Regulatory Backdrop

The 2025 regulatory environment is shaped by the U.S. Environmental Protection
Agency's (EPA) decision to list certain PFAS—most notably PFOA and PFOS—as
hazardous substances under CERCLA. Concurrently, ASTM’'s E1527-21 standard
now recognizes other PFAS chemicals as “emerging contaminants,” paving the way
for broader inclusion in ESAs. These regulatory shifts have sparked both interest
and uncertainty among environmental professionals and commercial real estate
(CRE) stakeholders.

“The CERCLA hazardous substance designation for PFOA and PFOS is a game
changer,” Callaway said. “That brings consideration of the presence of PFAS into
the standards for Phase | environmental site assessments conducted in the course
of most commercial transactions that involve real estate.”

Benchmark Survey Findings: PFAS in ESA Practice

Industry practices are gradually aligning with the new standards, according to the
LightBox Benchmark Survey. Survey results reveal a clear uptick in the inclusion of
PFAS considerations in Phase | ESAs:

[0 37% of Phase | ESAs now include a dedicated PFAS section, up from only 7%
in 2022. Another 29% include a section only when PFAS conditions are
identified.

(1 71% of respondents reported changes to their report format or terminology in
response to ASTM E1527-21; 52% added a PFAS section, and 35% included
PFAS discussions or research.

[ Despite increased attention, there is still a wide range in how frequently PFAS is
assessed. About 40% of respondents include PFAS in fewer than 10% of
projects, while 22% include it in more than 30% of projects.

Client Perspectives and Industry Adoption

Client interest in PFAS varies widely, with a survey average of 2.66 on a 5-point
scale—indicating moderate engagement. Some clients, especially in acquisition
scenarios, are highly attentive to PFAS risk, while others, such as those refinancing
properties, are often less concerned.

Sector-specific dynamics also influence PFAS due diligence. For example, in the
aviation sector that is historically linked to PFAS due to firefighting foams—there is
greater emphasis on identifying and disclosing baseline PFAS conditions during
transactions.
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PFAS Classification and Reporting in Phase | ESAs

The classification of PFAS conditions in ESA reports remains inconsistent:

1 25% of professionals classify PFAS as Recognized Environmental
Conditions (RECs).

1 5% identify PFAS as Business Environmental Risks (BERS).

1 A majority (56%) say classification depends on site-specific variables such
as history, location, and regulatory context.

Environmental professionals face a balancing act: delivering technically sound

reports while helping clients manage complex and emerging risks that lack

regulatory clarity in some regions.

Data Sources and Evaluation Tools

When evaluating PFAS risk, environmental professionals rely on a broad array
of resources, including:

Sanborn Fire Insurance Maps

City Directories

EPA databases

NAICS/SIC code reviews

News articles and incident reports

Site reconnaissance and Safety Data Sheets (SDS)

0 B O O I

"Limited information is available about historical releases of PFOS or PFOA,
which can make it difficult to determine whether any given situation qualifies as a
REC,” Callaway noted. “A REC is based on the ‘presence or likely presence’ of
a hazardous substance, which requires more than a mere possibility.”

~
w
-
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However, experts warn against over-reliance on industry codes alone to
classify a property as PFAS-impacted. Many note that direct evidence of
release or likely release—not mere historical use—is key to identifying a
REC.

“‘Environmental consultants may be required to conduct more and broader
research than usual to determine if an industry sector code should be a
concern, including review of relatively time-intensive review of historical news
sources and facility inventories,” Callaway emphasized.

The Role of Phase Il Investigations

While PFAS awareness is growing, recommendations for Phase |l
assessments remain rare. More than half of respondents recommend Phase
Il assessments in fewer than 10% of PFAS-related Phase | ESAs. Only 1%
report recommending Phase Il assessments in more than 30% of cases.
Environmental Professionals (EP) often cite client hesitation around cost and
lack of definitive evidence as reasons for conservative recommendations.

PFAS and Deal Impacts in Commercial Real Estate

The LightBox survey and EBA session revealed growing evidence that PFAS

can affect deal outcomes:

1 30% of respondents reported PFAS-related impacts.

1 Examples include buyers walking away from deals due to PFAS in well
water, especially on properties not served by municipal water.

1 Some developers are becoming proactive, while others continue to treat
PFAS as a secondary issue.

Quotes from survey respondents underscore the mixed reactions:

1 “Not yet, but it's coming.”

1 “We have had deals killed due to the presence of PFAS.”

1 “Sophisticated developers are the only ones who really care so far.”

“The day has arrived at which a REC based on the presence or likely
presence of PFOS and PFOA may require creative risk allocation in a
commercial real estate transaction. Sampling can be expensive and
uncertain, and treatment or disposal options for contaminated soil or
groundwater are limited. Parties may be looking to private contractual
solutions such as indemnities or escrows, or purchasing available insurance
products,” Callaway said.
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Regional and Industry Variation

PFAS integration into ESAs also varies by region and property type:

1 In Northeastern states with robust PFAS regulations, consultants are more
likely to include PFAS in due diligence efforts.

1 High-risk sites—such as former industrial operations, airports, and dry
cleaners—are more frequently flagged for further PFAS review.

This regional disparity underscores the challenge of developing a uniform

national standard amid evolving state-level policies and inconsistent regulatory

frameworks.

A Sector in Transition

The EBA session reinforced that PFAS due diligence is still in its formative
stages, marked by evolving standards, growing client awareness, and
regulatory complexity. Environmental professionals are actively educating
clients, refining methodologies, and making incremental progress toward
consistency in PFAS assessment.

As one respondent noted, “Environmental professionals must tailor their
approach based on regional regulations, compound-specific risks, and
operational contexts™—a reflection of both the flexibility and the challenges
inherent in PFAS due diligence today.

Looking Ahead: Toward Consensus

The consensus emerging from the EBA session and LightBox survey is that
while PFAS is not yet uniformly treated in all ESAs, its consideration is rapidly
becoming a new industry standard®. As more states implement PFAS
regulations and as federal agencies finalize enforceable limits and liabilities,
environmental professionals, lenders, and developers will need to adopt more
consistent approaches.

The path forward includes:

] Continued updates to ESA templates and scopes

1 Clearer regulatory guidance

1 Greater education for clients

1 Proactive PFAS risk identification and mitigation strategies

Callaway said that:” Over time, we will together develop more information about
the incidence of PFAS contamination and the situations that pose the greatest
risk to commercial real estate. This should lead to more industry consensus
and greater certainty in due diligence.”

The “road to consensus” is still under construction, but with each new survey
and shared insight, the environmental due diligence field is charting a clearer

route forward.
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CAPTAIN CYCLOHEXANE
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EBA Committee Updates

Making Memories with EBA Gives Back
Charlette Clark, AEl Consultants

. - Y
I » - ,A “You have not

3 \ lived today until

' you have done
something for
someone who can
never repay you.”
-John Bunyan

Do you remember a time when someone gifted you with an act of kindness? Do
you recall the last time you performed an act of kindness for someone and
expected nothing in return? The EBA Gives Back Committee strives to be the
embodiment of this sentiment. As a collective, we have hosted some wonderful
events and supported a host of amazing organizations over our 17-year

history. Despite changes in personnel and participants over the years, the
sentiment has been the same: give of your time and resources to a cause
without a business purpose in mind, but rather a common good to help give back
to the communities we visit for our EBA conferences. The EBA Gives Back
events have consisted of serving at homeless shelters, food preparation,
beautification projects, conducting beach restoration, rebuilding injured wildlife
habitats, making blankets for homeless, and/or packing care packages at the
Ronald McDonald House.


https://www.awwr.org/
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In June 2022, | attended my first EBA conference in Charlotte, NC where under the
leadership of Bill McGuinness (ERI), | and several others prepared lunch for the
residents of the Charlotte Rescue Mission. As a newcomer to the EBA, | did not
know a single soul, except for Carla Smith (formerly of AEI). | quickly learned that
being a part of this volunteer effort of approximately 10 people meant that | not only
got the opportunity to do something for men who were in recovery from drug and
alcohol addiction, but | was fortunately enough to work along men and women of
the EBA who imparted life advice and shared stories of friends and family who were
in similar recovery programs of their own. | sliced cake with a Senior Vice
President of ERIS (Scott Davis) and | shared many a hearty Irish-inspired laugh
with another leader in the industry, Bill McGuinness. As a newcomer to the EBA, it
was the most delightful experience because not only was | engaged in helping
others, but the Gives Back Committee helped me meet my fellow EBA colleagues.
Seeing the smiles of gratitude on the faces of the residents before eating their food
was satisfying enough, but making fast friends from strangers was icing on the
“cake”.

Jonathan Green (GEM), the current Committee Chair of the EBA Gives Back, was
there along the team as part of the 2022 project. Since then, he has continued the
charge of ensuring that the EBA engages in opportunities that not only helps others,
but helps us, the members of this great organization, to bond with each other.

As | close out my thoughts on what the EBA Gives Back Committee means to me,
allow me to ask Jonathan what the EBA Gives Back Committee means to him:

As Charlette pointed out, | also participated in the outing to the
Charlotte Rescue Mission. It was my first time attending the
annual EBA conference. Embarrassingly, I'll admit that | signed
up for networking reasons at the time. However, what | walked
away with was the clear highlight of my week. The work they do
there was inspirational. | was so motivated to be a part of similar
events going forward that | joined the EBA Gives Back committee
fairly quickly, as did Charlette. The thing | love about our
committee is that we have small group of amazing people who
enjoy looking for opportunities to help others. Our monthly
meetings usually consist of a lot of smiling and laughing as we
work on ideas for future events to plan, and/or organizations to
support. | know that | speak for every member of our committee
when | say this: | love that our monthly meetings and on-going
efforts force me to take a step back and focus on things so much
more important than myself — helping others who really need it. It
is a blessing to be a part of it.
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H. Cline, PhD, MS , AEI Consultants

Executive Summary

A disheartening pattern has emerged across the United States: not a single
state is exempt from this misunderstood phenomenon / unacknowledged
reality. Properties that require more extensive due diligence including Phase |l
Assessments and associated cleanup are often found in the middle of
historically marginalized communities. To understand the set of challenges
that the additional burden of assessment costs presents require the
environmental professional (EP) to ask some tough questions.
Counterbalancing the socioeconomic externalities requires the EP to examine
not only the environmental risk factors, but also to examine how long-standing
social inequity has helped shape the landscape. As an EP, our job is to piece
together the different historical resources, municipal records, and interviews to
reconcile the historical use(s) of a property. Too often, we see cleanup
disparities in historically marginalized communities. Archaic systems of
redlining and zoning segregation have only worsened the problem.

In today’s ever-changing world, it is imperative that environmental
professionals can not only identify these outdated practices, but also offer
insights into more fair, transparent, and context-driven assessments.
Because environmental risk does not exist in a vacuum, and due diligence
should not either.
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Introduction

Environmental consultants are trained to identify risk, whether it be the presence of
underground storage tanks (USTs), historical operations, or the migration of
contaminants from an off-site source.

Seasoned consultants often do not need to look at a regulatory database to know if
legacy contamination exists. In the antithesis to what we have been taught our whole
life, in this business, a book can be mostly judged by its cover.

The biggest red flag is the neighborhood in which a property is located. The same
communities that were historically redlined, excluded from municipal investment, or
utilized for heavy industrial use are now home to a disproportionate number of
contaminated properties.

What if we viewed these environmental red flags through a different lens? One that
saw environmental red flags as not just physical contamination but as artifacts of
systemic exclusion. And what if, by truly understanding the context, we could reduce
transactional friction, avoid surprise delays, and contribute to more inclusive
redevelopment?

Background and Context

Redlining and Disinvestment

Redlining was a discriminatory practice that began in the 1930s with the arrival of the
Home Owners’ Loan Corporation (HOLC). The HOLC graded neighborhoods based
on their perceived financial risks. Neighborhoods comprised primarily of African
Americans, immigrants, or low-income populations were identified as “hazardous”
and were colored red on the HOLC map.

These districts were denied mortgage financing as well as infrastructure
improvements and basic municipal services. As a result, home ownership among
African Americans dropped, and thus began the generational disinvestment of the
neighborhood.

Since these areas were considered “undesirable,” they were often zoned for heavy
industrial use and even used as dumping areas for more affluent communities. The
result? Formerly redlined neighborhoods are more than 2.5 times more likely to be
found within 1 km of a Superfund site (Lane et al., 2021).

Zoning Segregation and Land Use Burdens

Zoning laws only reinforced the divides created by the HOLC. Over 70% of all
industrial use areas were historically found in majority Black or Latino neighborhoods
in Los Angeles (Shriver Center on Poverty Law, 2020). As a result of decades of
underinvestment, these areas have decades, if not more, of legacy contamination.

Remediation Disparities
Not all Phase | ESAs are created equal, and the same can be said about cleanups.
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According to the U.S. Government
Accountability Office (2022),
Superfund sites located in low-
income communities take seven
years or longer on average to
complete. Due to the complexity of
contamination at these properties,
cleanups can often take years,
sometimes even decades. Remedial
activities can include soil excavation,
groundwater pumping and treatment

Community Trust Deficits
Regulatory agencies,
municipalities, and investors have
longed promised cleanup of
historically contaminated
properties, only for cleanup and
redevelopment to be stalled
because of red tape. Many
residents within these marginalized
communities remain skeptical of
promises to repair the damage that
has been done to their communities

systems, and soil vapor extraction

systems (SVES) to remove soil gas. by systemic abuse.

Case Studies

Southeast Chicago Industrial Corridor

The Southeast Chicago Industrial Corridor spans nearly 17,500 city blocks,
totaling approximately 30 square miles. During its peak, this area was one of
the largest steel-producing areas in the United States. Steel operations
occurred from the early 1900s through the 1970s.

During the 1970s, the area was hit hard by deindustrialization. Though some
stragglers managed to hold on through the 1980s, nearly all facilities fully
shuttered by the early 1990s. The abandoned facilities were left in varying
states of decay, in some cases, leaving hazardous materials behind. The
desolate stretch deterred investors who saw a shell of the boom
manufacturing metropolis it once was. Instead, investors moved on, and the
process of disinvestment soon followed. The job market subsequently
collapsed, only worsening poverty rates in the area.
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Over 3,800 contaminated sites have been
found in this corridor alone and include:

- 18 Superfund sites

- 460 Brownfield sites

- Over 1,400 Leaking Underground Storage
Tanks — LUST cases (lllinois EPA, 2021)

Redevelopment and Revitalization: In the mid-2010s, redevelopment plans were
announced that were expected to encompass 600 acres of the former U.S. Steel
facility. Proposed plans included the construction of mixed-use development.
Residents were overjoyed with the prospect of a cleanup and revitalization only
to have their hopes crushed again. In February 2016, the redevelopment plans
were put on hold and have remained on hold since that time.

The redevelopment of such a large parcel presents its own set of challenges.
Most prevalent was the requirement for vapor intrusion mitigation. If even 10%
of the entire development required a passive or active vapor mitigation system,
the cost would range from $13M to upwards of $40M.

Takeaways: The redevelopment project illustrates the prevalence of non-
physical risks. These risks can arise through the interpretation, or sometimes
misinterpretation of environmental conditions. Often when institutional or
engineering controls are required, there is a lack of clarity around monitoring,
maintenance, and reporting requirements. The perceived risk, rather than the
actual risk, often is the driving force between the collapse of redevelopment
plans. (lllinois Environmental Protection Agency, 2021).

EJ Indicators: Most impacted residents of these marginalized communities are
either African American or Latino, living below the federal poverty line. Speckled
with vacant industrial buildings and contaminated plots of vacant land, economic
growth stalled, driving up already epidemic poverty rates. This area has a high
propensity of asthma, attributed to poor air quality in part due to the former and
current industrial operations.

The cumulative environmental stressors including soil, groundwater and soil
vapor contamination, and the cumulative social stressors including marginalized
communities and socio-economic disparities are indicative of an Environmental
Justice Concern.
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Jackson, Mississippi — Auto Alley Corridor

The Auto Alley Corridor spans nearly 30 city blocks, and totals approximately 75
acres of land. Government and historical records for this area are sparse but by
some accounts, this area was utilized for industrial use as early as the 1900s.
Historical operations within this corridor included auto sales / repair facilities,
dry-cleaning facilities, hazardous waste yards, junkyards, and industrial and
fabrication facilities. During its peak operational period between the 1950s
through the 1980s, hundreds of environmentally suspect businesses were
identified within the small constraints of the corridor. Some smaller facilities
lasted well into the 2010s, however, most facilities have been abandoned or
closed.

Over the last 60-year period, there were at least 40 active dry-cleaning facilities
within this densely packed corridor. Many of these facilities were active dry-
cleaning plants and used tetrachloroethylene (PCE) or other halogenated
solvents in association with operations. PCE and its associated by-products are
readily mobile in groundwater due to its density, persistence and chemical
stability, and the low degradation of these chemicals in groundwater. Because
many of the facilities operated before regulations were adopted, the potential for
unknown releases during operations is likely.

Limited historical records indicated the presence of an undetermined number of
auto sales / repair facilities, junkyards, hazardous waste facilities, and industrial
facilities with this consolidated area. These operations can contribute to the
degradation of the subsurface with potential impacts of petroleum hydrocarbons,
spent halogenated and non-halogenated solvents, heavy RCRA metals, volatile
organic compounds (VOCs) and semi-volatile organic compounds (SVOCs).

Regulatory records indicate that at least 25 LUST cases were opened and
investigated within the corridor. Despite the documented and extensive industrial
history of the area, only 25 LUST cases seem to offer more questions than
answers. How can an area known as “Auto Alley” only have 25 documented
release cases? Poor record-keeping and follow-up by both the former industrial
occupants, municipal agencies, and state regulatory agencies as well as
underreporting is a huge underlying factor in the number of cases identified.
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The EP must rely on anecdotal community knowledge at times to fill in the gaps left
by shoddy record-keeping or historical records.

Scenario: A credit union retained an EP in association with the sale of property.
Lending requirements were contingent on a clean Phase | ESA. During
reconnaissance, the EP interviewed members of the community to fill in the gaps left
from readily available historical resources. A long-time resident and neighbor of the
subject property parcel reported illegal dumping and salvage yard activities
historically occurred at the subject property. According to the interview, portions of
the subject property were historically used as an improper disposal site. Paints,
solvents, and other unknown chemicals were reportedly dumped on site until 2015,
when the facility closed and site access was fenced off.

Sanborn Fire insurance maps were not readily available for the subject property or
vicinity. Two aerial photographs showed an area of disturbed land, however due to
the scale of the image, individual features could not be ascertained. No files were
found by any of the agencies reviewed. Based on proximity to the dumping grounds
and the neighbor’s detailed account, the EP called former operations a REC.

Takeaways: This case illustrates the prevalence of gaps in historical records for
marginalized communities. Oral history can often fill the gaps between historical or
municipal sources. When official records are sparse, the environmental professional
must be agile, creative, and culturally aware.

EJ Indicators: The adjacent and surrounding residential communities within this
corridor are comprised of predominantly African American residents, with many
residents living below the federal poverty level. In conjunction with nearly a century
of heavy industrial and commercial use, a de-facto industrial area emerged, right in
the middle of residential communities. In some cases, schools, residences, and even
recreational facilities were next door to grossly contaminated and neglected
properties.

The absence of historical documentation and municipal data results in huge gaps
and data failure. Perhaps most jarring, little to no remedial activities have been
initiated or reported. Long forgotten by the businesses that previously lined this
corridor, residents have been left to fend for themselves, with little reprieve offered.
Health problems have been reported in clusters, primarily related to childhood
asthma, air quality, and exposure to unknown chemicals and solvents.

The cumulative environmental stressors including soil, groundwater and soil vapor

contamination, and the cumulative social stressors including systemic neglect of

marginalized communities, disinvestment, high rates of poverty, and high incidence

of pollution-related health issues are indicative of an Environmental Justice Concern.
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Picher, Oklahoma — Tar Creek Bottom

From the early 1900s through the 1960s, Tar Creek
was one of the most productive lead and zinc mines
within the United States. This period was punctuated
by high demands for metals during both World Wars
and to aid in rapid urban expansions. By the 1970s,
the mining operations became economically
unsustainable due to declining ore quality, inflated
operational costs and shifting global demands.

One by one, the mines shut down, leaving behind a
toxic footprint that no one was prepared to manage.
When the mines were vacated, the historical mining
operations left behind legacy contamination,
specifically massive piles of mine tailings. As the
mining industry declined, so did oversight and
infrastructure investment. The accumulation of
tailings throughout the region contributed to
persistent leaching concerns in surficial soils,
groundwater, and surface water bodies.

Based on the expansive nature of contamination and impacts to nearby
communities, this facility was denoted as a National Priority List (NPL) site in
1983 by the Environmental Protection Agency (EPA). Despite ranking on the
NPL, cleanup efforts were sluggish and compounded by both the complexity
and extent of the contamination. The failure to control possible exposure
pathways resulted in government buyouts through the communities. Today, the
town of Picher is mostly vacated with level structures, limited economic
opportunities, and a displaced community.

Takeaways: This case illustrates the long-term and pervasive risks associated
with unregulated and unenforced industrial activity. Even with the backing of the
United States government’s Superfund resources, effective and timely cleanup
are not a given. These regulatory delays compounded with a general lack of
transparency and understanding of the mechanism associated with cleanup can
lead to irrevocable harm and displacement of entire communities.

EJ Indicator: The communities of Picher and surrounding areas historically
consisted primarily of Caucasian residents, many of whom lived well below the
federal poverty level. Though different demographically from the earlier case
studies, the challenges the residents faced mirrored those found in traditionally
marginalized communities. The decline of industry led to the sudden
abandonment of these mines, with little or no regulatory oversight. As a result,
the community faltered due to disinvestment and limited economic
diversification. Residents of these communities reported widespread health
concerns, long before the area was brought to the attention of regulators.
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This community serves as a reminder that environmental injustice is not solely
limited to race. Factors such as lack of political power, extreme poverty rates,
and geographical location can contribute to injustice, leaving many of these
communities vulnerable.

The cumulative environmental stressors including long-term and persistent
contamination, and cumulative social stressors including high unemployment
rates, high incidents of pollution-related health concerns and eventual relocation
of the entire community are indicative of an Environmental Justice Concern.

Victims of environmental injustice need a voice. A voice built on urgency,
inclusivity, and equity, regardless of a community’s racial demographics.

Implications for Environmental Consultants

Silence is not neutral. Ignoring systemic patterns can perpetuate inequity, even
unintentionally.

Communication matters. Technical closure may still raise questions if poorly
translated. We shape perception. How we write reports and discuss restrictions
influences investor, lenders, and public confidence.

-
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Recommendations

1. Apply an Equity Lens to Every Report

2. Translate Risk into Human Language:

3. Engage the Community, Even When It's Not Required
4. Bring in Diverse Collaborators

5. Normalize Equity Conversations in the Industry:

Conclusion

Environmental issues are not random; they are deeply rooted in history. Itis
not the job of the environmental professional to erase that history. But we
can understand it. We can contextualize it. And we can ensure our work as
environmental professionals does not contribute to ongoing exclusion.

Every property has a story. When we tell it well, we do not just identify risks,
we help repair them.
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Volatile chemicals leaving a party

VA Y that loser PFAS
never wants to
leave!

82



B = —~—— N
S \\\\\\\\\\\\/ ]

~

Kristen Thall Peters, Partner Emma anachie, Associate Attorney

Womble Bond Dickinson (US) LLP Womble Bond Dickinson (US) LLP

As the global energy landscape continues to shift, decommissioned fossil
fuel facilities—once vital engines of industrial progress—are now being
reimagined as strategic assets for renewable energy development. From
power plants and oil refineries to landfills and superfund sites, these legacy
properties offer a unique foundation for clean energy infrastructure,
provided they are approached with thoughtful planning and regulatory
foresight.

Unlocking the Potential of Legacy Sites

Sites such as power plants, oil refineries, and rigs are prime candidates for
transformation. While each present distinct structural and environmental
considerations, they often share key characteristics—such as expansive land
parcels, industrial zoning, and existing transmission infrastructure—that make
these properties well-suited for renewable energy projects.

Notably, many fossil fuel facilities have already begun integrating renewable
energy elements such as cogeneration systems, solar panels, and energy
recovery systems. This historical trend demonstrates the complementary
relationship between fossil fuel infrastructure and renewable technologies. In many
cases, legacy sites are not just being repurposed but have long served as early
adopters of hybrid energy strategies, blending conventional generation with
renewables to improve efficiency, reduce emissions, and lower costs.
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For example, combined heat and power (CHP) systems—commonly used in
natural gas facilities—are often paired with solar installations or battery storage
to provide distributed energy solutions. Likewise, retired coal plants have
served as hosts for utility-scale solar developments, benefiting from existing
grid interconnection and land use approvals. These kinds of configurations
illustrate how fossil fuel sites can serve as platforms for clean energy growth,
reinforcing the notion that fossil and renewable technologies can evolve
together in a complementary way.

Further, the complementary nature of these resources also reflects broader
policy and economic trends. Incentives for decarbonization, such as clean
energy tax credits, zero-emission mandates, and capacity market reforms,
increasingly reward projects that combine the stability of existing infrastructure
with the environmental benefits of renewables. As a result, legacy fossil fuel
facilities are uniquely positioned to become transitional hubs—facilitating rapid
deployment of renewable energy while avoiding unnecessary land disturbance.
These sites can ultimately be repurposed into a wide range of renewable
energy operations, including:

Solar and wind farms

Hydropower and geothermal stations

Biomass and biofuel production facilities
Waste-to-energy or landfill gas projects
Compressed or renewable natural gas systems
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Key Considerations for Conversion

A successful transition from fossil fuel to renewable operations requires early,
comprehensive planning. Several critical factors must be evaluated:

O — Is the property owned or leased? Will the same
entity retain ownership post-conversion?

0 — Which agencies have jurisdiction? What
environmental and building permits are necessary?

O — Who will purchase the renewable energy, and
under what terms?

O — Factors such as ESG goals, renewable energy credit

#REC) markets, and corporate sustainability targets significantly impact
easibility.

The age and condition of the existing facility also influence development
timelines and the scope of any required remediation. Additionally, developers
must consider the “useful life” of both legacy and new infrastructure. Though
renewable projects are often viewed as novel, many solar and wind facilities
have already operated for decades—some dating back to the 1970s. By the
1990s, certain renewable technologies such as biomass and wind became
widespread in various regional markets, and some facilities have now been in
operation for more than 30 to 50 years. This longevity challenges the
perception that renewables are unproven and underscores the importance of
lifecycle planning for both traditional and clean energy infrastructure.

Navigating Regulatory and Environmental Compliance

Before redevelopment can begin, facilities must comply with a host of
regulatory requirements. This includes:

(1 Submitting closure applications and obtaining permits

1 Properly decommissioning tanks, sumps, and other hazardous systems
1 Demolishing and removing obsolete infrastructure

1 Completing environmental reviews and baseline studies

Environmental compliance also requires thorough documentation of past
operations, inventories of hazardous materials, and plans for contamination
mitigation.

Jurisdictions are increasingly mandating decommissioning plans for renewable
energy facilities to ensure they are dismantled responsibly at the end of their
operational life. These regulations help ensure that funds will be available for
cleanup and site restoration even if the project owner dissolves or declares
bankruptcy. These legal obligations are now part of a growing body of law
governing the entire renewable energy lifecycle, from development to
decommissioning. Womble Bond Dickinson has prepared a complimentary
survey detailing renewable decommissioning requirements, which can be
found on their website.
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Strategies to Minimize Cost and Time

To streamline conversion and control costs, proactive planning is essential.
Strategies include:

1 Engaging early with regulators and community stakeholders

1 Reusing existing infrastructure and building materials

1 Securing tax abatements and remediation funding

1 Relying on experienced legal, environmental, and technical advisors

1 Addressing insurance and liability concerns in advance

These efforts not only reduce project timelines but also help mitigate financial
and operational risks.

Looking Ahead: The Promise and Complexity of Renewable Repurposing
Converting legacy fossil fuel sites into renewable energy hubs offers clear
environmental, economic, and social benefits. These projects can revitalize
communities, preserve industrial land use, and support workforce transitions.
Yet, the process is inherently complex, requiring layered regulatory approvals,
infrastructure modifications, and responsiveness to evolving market dynamics.
Despite the challenges, repurposing legacy sites offers a compelling opportunity
to harmonize past investments with future priorities. With thoughtful planning,
many fossil fuel sites can become enduring centers for renewable energy—
benefiting from existing assets while embracing new technologies. In this way,
yesterday’s infrastructure can become the foundation for tomorrow’s clean
energy future.
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Fannie and Freddie Radon
policy updates
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On March 26, 2025, the environmental consulting world was alerted to changes
to Fannie Mae and Freddie Mac radon testing protocols that would take nearly
two months to unfold. Effective immediately, FHFA Director Bill Pulte rescinded
the 2023 Directive on Standardization of Enterprise Radon Policies. The 2023
policy, which was initiated in November 2022, became effective July 1, 2023,
and required most Fannie Mae and Freddie Mac deals to conduct radon testing
for all multifamily properties with ground contact apartment units as part of the
Phase | ESA. Testing a minimum of 25% of ground contact units, with at least
one unit per building, was required. If the property was located in one of the 15
states with testing protocol requirements, the more stringent state protocol was
required.

It seemed that Fannie Mae and Freddie Mac were equally surprised by the
directive to cease application of the 2023 policy as their instructions were to
“maintain the status quo until further notice,” effectively directing consultants to
continue to adhere to the guidelines outlined in the 2023 policy until new
guidelines could be formulated. On April 9, 2025, the first directives were issued
from Freddie Mac that outlined the foundation of a its new policy. The new policy
stipulated testing a minimum of 10% of ground contact units, with at least one
unit per building, at properties where testing is required. Follow-up testing would
be conducted only in units with initial testing results at or above 4.0 pCi/L, the
EPA action level threshold. The content of this message was not altogether
unexpected, as it prompted consultants to generally revert to the prior Freddie
Mac protocol that existed before the 2023 policy went into effect.
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The following day, April 10, 2025, Fannie May issued their updated guidance:
“Effective immediately, Fannie Mae’s radon testing requirements align with any
applicable state and local regulations concerning radon testing and mitigation.”
While the updated guidance from Freddie Mac was predictable, the opposite
felt true for Fannie Mae. Given that there are no state or local regulations that
require radon testing for multifamily properties involved with real estate
transactions, the new policy essentially omitted radon as a consideration from
the Phase | ESA scope of work. Exceptions to the policy would include projects
where the Environmental Professional recommends radon testing. On April 15,
2025, Fannie Mae published a new Form 4251 (Environmental Due Diligence
Requirements) providing further clarification that radon testing would no longer
be required.

On May 22, 2025, Freddie Mac updated Chapter 61 of the Multifamily
Seller/Servicer Guide (Environmental Requirements), providing additional new
guidance on radon requirements and aligning its policy with Fannie Mae’s, no
longer explicitly requiring radon testing as part of Phase | ESAs or The Freddie
Mac Physical Risk Report (the Form 1108 small loan product). Additionally,
Freddie Mac updated the 1103 form (replacing the one from September 2023)
and the 1108 form (replacing the one from 2012). The new guidance requires
an initial determination where “the environmental consultant must determine
whether radon testing is warranted at the Property. If the environmental
consultant concludes that testing is not warranted, they must provide their
reasoning in the environmental report.” The 1103 form also requires the
Environmental Professional to provide justification for not testing for radon.
Options include: property design, existing property-wide mitigation systems,
completion of previous radon testing, available data from environmental
databases, other research, judgement of the consultant including reference to
the EPA radon zone designation, and/or program/mortgage type.

So where does that leave us? Why would someone test for radon if they
weren't fulfilling a requirement? As consultants, we're tasked with providing
insights to lenders, borrowers, and property owners about how to best protect
their assets. This includes ensuring that a property is inhabited by residents
who aren’t at risk to unsafe environmental conditions. According to the US
EPA, Radon is the second leading cause of lung cancer after smoking, and is
responsible for approximately 21,000 lung cancer deaths annually in the United
States. Lung cancer is responsible for the most cancer deaths per year in both
men and women. Because radon can’t be seen and has no smell or taste,
testing is the only way to identify its presence at concentrations considered a
health risk.
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Radon is a byproduct of the radioactive
decay of uranium, thorium, and radium.
As a gas, exposure is primarily via
inhalation, entering the indoor air
through gaps and cracks in a building
foundation. Infiltration is also possible
‘ _ from water, improperly balanced HVAC
N b . .
% — systems, or from contaminated building
\ . materials. It can be found in buildings of
Y “ -5 all types and ages. Radon levels can
o e vary significantly between neighboring
o structures regardless of the location’s
* EPA radon zone.

Unlike many carcinogens that can’t easily be avoided, radon can be addressed
through proven mitigation techniques.

-y

The risks of radon exposure have been known for some time. In the United
States, radon measurement began in the late 1950s by the US Public Health
Service in Colorado, New Mexico and Utah due to uranium mining. In 1967, the
US Atomic Energy Commission (AEC) started studying uranium mines. In
1970, when the US EPA was created, the agency was tasked with radon
measurement activities. In 1988, Congress listed radon as a toxic substance.
Both the World Health Organization (WHO) and US EPA recommend that
homes be tested for radon.

Garner Correctional Facility is located in Fairfield County, Connecticut, which
has an EPA radon zone 1 designation, identifying it as a county with a
predicted average indoor screening level greater than 4 pCi/L. In 2013 and
early 2014 radon testing was completed after an inmate requested that
classroom areas where he was teaching be tested pursuant to Connecticut
Statutes, which require radon testing in public schools. Of the limited areas
tested for radon, the results ranged from 5.0pCi/L to 23.7pCi/L. The US District
Court in Connecticut ruled that inmates could proceed in a class action lawsuit
alleging injury due to exposure to radon. In 2024 information was published for
Case No. 3:17-CV-00107 (MEG) looking for additional participants in the class

action lawsuit against the prison.
90



EBA Journal -Summer 2025 Edition

There is a body of research underway to hone in on the characteristics of lung
cancer caused by radon exposure. Increases in understanding will make it
easier to prove causation in a lawsuit. With such evidence, radon litigation
may start to bear more similarities to asbestos, lead-based paint, and lead in
drinking water lawsuits. This could significantly increase the risk of liability for
failure to test for radon and mitigate and potentially impact a borrower's ability

to repay loans.

Pre-2023 2023 Post-2023
Enterprise Policy Enterprise Policy Enterprise Policy
Testi ng Freddie Mac Fannie Mae and Fannie Mae
Protocol All properties must be tested, Freddie Mac Radon testing is not part of
regardless of radon zone. Test At all properties, test the scope of work, unless state
10% of all ground contact units 25% of all ground contact or local municipalities require
with at least one per building,  units with at least one testing required.
or follow state testing per building, or follow
guidelines if applicable. state testing guidelines if £ o gdie Mac
applicable. : :
Fannie Mae The Environmental Professional
g . : shall determine if radon
No written policy, but in is recommended. If radon
general, testing in properties testing is not recommended,
within Radon Zone 1 was justification must be
encouraged. provided. If radon testing is
recommended, testing shall
include 10% of all ground
contact units with at least one
per building, or follow state
testing guidelines if applicable.
Follow Up Retest locations with results Retest locations with Retest locations with results
Testi that were found to be 4.0 results that were found that were found to be 4.0 pCi/L
esting pCi/L or higher via long-term to be 4.0 pCi/L or higher or higher
Protocol testing along with at least an

additional 25% of ground
contact units in the
building with results
exceeding the EPA action
level. Additionally, units
were not permitted to be
tested more than twice.

Figure: Table documenting changes to Fannie Mae and Freddie Mac radon testing protocol.
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Is radon testing warranted at the Property? (" Yes ® No

What was the justification for not testing: [ Property design
(Select all that apply) [T Existing Property-wide radon mitigation systems
[ Previous radon testing at the Property
[~ Radon testing data from environmental databases
[ Other Research
M The consultant’s judgment and professional experience, including reference to the
Environmental Protection Agency Map of Radon Zones designation
|—| Program/Mortgage Type: Supplemental or SBL Mortgage, Cooperatives, Manufactured
Housing Communities

Figure: Updated 1103 Form with questions about justification for not testing for radon

U.S. FEDERAL HOUSING FHFA

In Re: Closing Directive Standardization
of Enterprise Radon Policies
Decision No. 2022-727

(Fannie Mac and Freddie Mac) Decision No. 2025-150

Order Issuing a Directive Closing Directive on Standardization
of Enterprise Radon Policies Decision No. 2022-727
(Fannie Mae and Freddie Mac)

WHEREAS, on February 12, 2021, the U S. Federal Housing FHFA (“Federal Housing Finance
Agency”) directed Fannie Mac and Freddie Mac (the “Enterprises™) to revise their respective
radon policies for multifamily properties;

WHEREAS, on November 3, 2022, the Federal Housing Finance Agency issued a revised
directive requiring the Enterprises to adopt and implement additional changes to their radon
policies for multifamily propertics as described in the “2022 Radon Policy™ that was attached to
the revised Directive Standardization of Enterprise Radon Policies Decision No. 2022-727; and

WHEREAS, the aligned 2022 Radon Policy requirements add time, expense, and operational
complexity to Enterprise transactions, and the requircments are no longer consistent with the
Federal Housing Finance Agency's priorities and objectives as conservator;

NOW THEREFORE, the Federal Housing Finance Agency, as conservator, hereby closes
Directive No. 2022-727, including all related attachments.

Conservator closure of this directive does not preclude supervisory review of compliance
obligations or an Enterprise’s management of associated risks

This order is effective immediately

b 3 J2b2C

William J. Date
Director, U.S. Federal Housing FHFA

Figure: Order from FHFA rescinding Directive No. 2022-727 Top of Form
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- Mother Nature’s Newest Intern:
How Al Took Over Environmental Consulting

%ﬁ)mpﬂy Got Lost in the Wetlands)

By: The Roundtable of Recursive Risk

The following article, including the names and companies, was
Al generated and is intended as a satirical piece.

Meet Your New Environmental Consultant: It's a Spreadsheet with Feelings

For decades, environmental consultants braved mosquitos, underground
storage tanks, and clients who swear those drums “have always been there.”
But now, Al has burst onto the scene—unpaid, unbothered, and wholly
unprepared.

Gone are the days of boots caked in clay and clipboards full of regulatory
citations. Today, your Phase | ESA might be written by a Large Language
Model that once helped someone cheat on their algebra homework.

Artificial Intelligence: it doesn’t sleep, it doesn’t blink, and it definitely doesn'’t
know what a wetland smells like.
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Acronyms, Misunderstood: Al's Greatest Environmental Comedy
Al was trained on thousands of technical documents, and it's very
confident that “PAH” means “Possible Alien Habitat.” When asked to
analyze a brownfield, it flagged the term “NFA” as “Not Fit for
:[Aliens,” and then politely suggested building a Tesla dealership on
op.

One Al, tasked with reviewing a site report, concluded that "PERC"
referred to a type of coffee and congratulated the consultant for
staying alert.

In another instance, the system identified an “RCRA violation” and
cheerfully recommended “Racoon Control and Rodent Abatement.”
It even offered a pest control chatbot named
“TrashPandaBot3000.”

Site Visits? Who Needs Them When You Have Google

Earth (2019 Edition)

The modern Al-assisted environmental consultant doesn’t
need to visit the site. Why inhale diesel fumes when you
can drop a pin?

Armed with satellite images, drones, and a mis calibrated
LiDAR scan, Al confidently assessed that the wetland was
“mostly theoretical” and recommended it be converted into
an eco-conscious parking lot for hoverboards.

During one project, Al identified a suspicious “shadow
anomaly” near a warehouse. After a $15,000 investigation,
it turned out to be... a tree.

The future is now, and it doesn'’t like leaving the office.

ChatGPT Negotiates with the EPA: A Dramatic Failure
When regulators flagged soil contamination above threshold, our Al
consultant calmly responded:

“I understand your concern. However, benzene has excellent
sentiment scores and minimal vibes of toxicity.”

When asked to prepare a Risk-Based Closure Report, the Al
submitted a poem titled “Ode to Methane.” EPA Region 5 was not

amused, although Region 6 reportedly found it “hauntingly poignant.”
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Carbon-Neutral Computation (Brought to You by a Coal-Fired Data Center)
The irony is not lost on anyone—except, of course, the Al.

Each environmental Al model boasts carbon-neutral credentials while
consuming enough electricity to power a medium-sized aluminum smelter.
One ESG dashboard proudly displayed, “We saved 1.5 trees this quarter,”
while omitting that its GPU emissions torched 17 hectares of rainforest in
Paraguay.

Still, it comes with a green logo and optional blockchain verification, so it
must be sustainable.

Human Consultants: Replaced or Just Rebranded?
Seasoned hydrogeologists are pivoting to new titles like
“‘Prompt Engineers” and “Ethical Model Whisperers.” The
office dog, once a vital part of morale and squirrel
surveillance, has been replaced by “SpillTracker3000,” a
digital Labrador that barks when your plume exceeds
cleanup thresholds.

Junior staff are now instructed to “ask the bot first”
before bothering a human—unless the bot starts citing
TikTok as a data source again.
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Closing Thoughts: Artificial Intelligence, Natural Consequences

At the end of the day, Al has many strengths: it doesn’t get sunburned,
doesn’t argue over who left the vapor pin open, and has never once
demanded per diem.

But it also doesn’t know the sound of frogs returning to a restored
stream or the feeling of soil crumbling just right when you finally find
that elusive clay layer.

Yes, Al can simulate environmental knowledge. But can it climb a
fence with barbed wire and a "Beware of Goat" sign to collect a soil
sample while dodging a thunderstorm and a backhoe?

We didn’t think so.

So here’s to our new Al overlords—may they learn quickly,
misinterpret less, and maybe one day figure out what a "berm" actually
is. Until then, we consultants will keep one boot in the field and one
eye on the chatbot, just in case it starts issuing wetlands permits to
ChatGPT-5.
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CERCLA Defenses for Landowners

Jimmy Kirkland, Partner, Womble Bond Dickinson (US) LLP
John Rybak, SVP, Env. Risk Manager, Truist, Environmental Risk Management

Dennis Firestone, SVP — Premier Client Services, JLL Real Estate Due Diligence

Introduction Part | of |l

CERCLA can have a significant impact on
both borrowers and lenders in commercial
transactions. While CERCLA liability is
harsh, it contains certain defenses that
lenders and borrowers need to be aware of
to avoid CERCLA liability. In Part I, this

article will focus on those defenses that are
available to purchasers of property and the
requirements for maintaining those defenses.
In Part I, we will explore liability defenses
that are available to lenders holding indicia of
ownership primarily to protect their security
interest and the requirements for avoiding
CERCLA liability.

Environmental regulations began taking shape in the 1970s with the
enactment of major environmental laws including the Clean Air Act, the
Clean Water Act, the Resource Conservation and Recovery Act, and the
Toxic Substances Control Act. However, these laws did not address who
would be responsible for contamination resulting from releases of pollutants
into the environment. In the late 1970s, the discovery of several severely
contaminated toxic waste sites, such as “Love Canal” in New York, Valley of
the Drums in Kentucky, and Times Beach in Missouri prompted Congress to
enact the Comprehensive Environmental Response, Compensation, and
Liability Act of 1980 (CERCLA) to authorize the Federal Government to
clean up contaminated sites and to make the “potentially responsible
parties” connected to those sites financially liable for the cleanup costs. The
Environmental Protection Agency (EPA) administers the CERCLA program
which is commonly known as Superfund.
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CERCLA Liability

CERCLA was enacted in 1980 to promote timely cleanup of hazardous
waste sites and to ensure the “polluter pays.” One key difference between
CERCLA and other environmental statutes is that CERCLA is a retroactive
statute that can be used to address contamination that was caused long
before the enactment of CERCLA.

The broad liability scheme of CERCLA is intended to cast a wide net to
identify all potentially responsible parties (PRPs)s that may have had some
involvement in the actions that resulted in contamination of a site. The
PRPs may include current owners, past owners, operators, and/or persons
who arranged for the disposal of hazardous substances and transporters of
waste.1

This approach to liability is based on the principle that polluters should be
required to pay for the environmental damage that they cause.

CERCLA is applicable to the release of hazardous substances. CERCLA
defines hazardous substances based on listings from other environmental
laws, including the Clean Water Act (CWA), Clean Air Act (CAA), and
Resource Conservation and Recovery Act (RCRA). There are currently
about 800 hazardous substances listed in the regulations.2

1. 42 U.S.C. §9607(a).
2. See 40 C.F.R. Part 302.
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Reach of Liability
A PRP can be liable for the entire costs of cleanup. The courts have
interpreted liability under Section 107 of CERCLA to be strict, joint and
several, and retroactive.

« Strict liability means that a party can be held liable regardless of
whether the conduct of that party was negligent.

« Joint and several liability means that one or more of the liable parties
can be held responsible for the full cost of the cleanup at a site,
regardless of the degree of involvement in the contamination.

* Retroactive liability means that parties are liable for the cleanup of
hazardous substances released prior to the enactment of CERCLA.

Courts do not consider equity in determining whether a party is a PRPs.
Under CERCLA, EPA can perform the cleanup and seek reimbursement
of costs from PRPs. CERCLA also authorizes private parties that have
incurred remediation costs to recover its costs from other PRPs.

Defenses to CERCLA Liability

Section 107(b) of CERCLA provides limited defenses to liability.s. These
defenses are available if a responsible party can provide evidence that
the release or threatened release was caused solely by:

* an act of God;

* an act of war; or

* an act or omission of a third party.

The 1980 “third party defense” was available if parties could prove the
contamination was caused by a third party. In practice this defense
provided little to no relief for purchasers. Shortly after the passage of
CERCLA it became apparent that CERCLA liability was extremely harsh
and therefore legislative relief was sought to limit liability for certain
parties. Congress has amended CERCLA several times to limit liability
for certain parties who did not cause the contamination.

Innocent Landowner Defense
In 1986 congress enacted the Superfund Amendments and
Reauthorization Act (SARA) which included the “innocent landowner
defense” (ILD) which allows landowners to avoid CERCLA liability if they
were unaware of the contamination at the time the property was
purchased.s. However, even with the ILD, many developers remained
unwilling to redevelop properties due to potential CERCLA liability,
especially if they had to move contaminated soils.

3 PCS Nitrogen Inc. v. Ashley Il of Charleston LLC, 714 F.3d 161, 172 (4th Cir. 2013).

4 42 U.S.C. §9607(b).
5. 42 U.S.C. § 9601(35)(A)(i).
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Bona Fide Prospective Purchasers, Contiguous Property

Owner, and Innocent Landowners

ILD had a chilling effect on real estate purchases because of potential
CERCLA liability. To address these concerns and to encourage development
of brownfields, in 2002 Congress passed the Brownfield Amendments (Small
Business Liability Relief Act and Brownfields Revitalization Act of 2002) and
added two new liability defenses called the “bona fide prospective purchaser”
(BFPP)s. and “contiguous property owner” (CPO)7. The BFPP Amendments
represented a significant change in CERCLA liability. For the first time, a party
may purchase property with knowledge of contamination and not take on
CERCLA liability as long as that party meets the BFPP criteria. The CPO
defense applies to owners whose properties became contaminated only as
result of migration of a hazardous substance from a contiguous property
owned by another person.

A person seeking to claim an exemption from liability as a BFPP or CPO must
conduct an AAI before acquiring ownership.

All Appropriate Inquiry (AAl)

In 1986 when Congress enacted the SARA Amendments and created the ILD,
there was little guidance on what constituted an AAl. The private sector
responded by developing “good industry practice” in the 1993 ASTM 1527
Phase | standard. WWhen we mention AAl most of us think of the ASTM 1527
Phase | standard. However, the 2002 Brownfield Amendments clarified what
constitutes an All by requiring EPA to publish rules for what constitute All. In
2005 EPA promulgated regulations that identify the process of evaluating a
property's environmental conditions and assessing potential liability for any
contamination to demonstrate that “all appropriate inquiries” were made.s. The
ASTM standard is compliant with the EPA AAl regulations. Today, the AAI
requirements can be satisfied by following either the ASTM Phase | standard
or by complying the EPA rules at 40 C.F.R. Part 312.

Establishing a Landowner Defense
To establish a CERCLA landowner defense, there are pre-purchase

requirements and post-purchase requirements that are applicable to all three
defenses: BFPP, CPO, and ILO.

6. 42 U.S.C. § 9601(40)(B).

7.42 U.5.C. § 9607(q).
8.8.40 C.F.R. Part 312.
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The pre-purchase requirements include:

* An AAI must be conducted into the past ownership and uses of the property;
» All disposal of hazardous substances occurred prior to acquisition;

» Landowner must demonstrate no affiliations with any PRP; and

» For the BFPP defense the acquisition must be after January 11, 2002.

After the purchase of the property, the property owner has “continuing obligations”
to maintain the CERCLA exemption. These obligations apply as soon as title is
acquired and include:

+ take “reasonable steps” to manage releases and to limit exposure to released
hazardous substances.1o While the CERCLA statute does not establish the
criteria for what constitutes reasonable steps. EPA has issued limited
guidance11 and ASTM has issued guidance for complying with continuing
obligations1z;

* no hazardous substance disposal occurs after acquisition of the property;

« comply with all land use restrictions and institutional controls that may be
required by regulators and put into place to prevent potential exposure to the
hazardous substances;

* must make all legally required notices regarding discovery or release of
hazardous substances — state and federal;

» provide full cooperation access and assistance to persons authorized to
conduct response actions or natural resource restoration; and

« comply with information requests and subpoenas issued under CERCLA.

The key difference among these exemptions is that a “bona fide” prospective
purchaser can be aware of a release of hazardous substances on the property at
the time of acquisition and still be exempt from liability under CERCLA for the
cleanup costs. On the contrary a person claiming an exemption as an “innocent”
landowner or a contiguous property owner must prove that he or she had no
knowledge, or no reason to know, of the contamination at the time of acquisition. Al
three defenses require the party claiming the defense to establish eligibility by a
preponderance of the evidence.

9. Innocent landowner defense does not contain this requirement.
10. A BFPP must exercise “appropriate care. 42 U.S.C. §9601(40)(B)(iv); ILD requires exercise of “due care”. 42 U.S.C.
§9601(35)(A); CPO requires landowner to take ‘reasonable steps”. 42 U.S.C. §9607(q)(1)(A)(iii).

11. EPA, Enforcement Discretion Guidance Regarding Statutory Criteria for Those Who May Qualify as CERCLA Bona Fide
Prospective Purchasers, Contiguous Property Owners, or Innocent Landowners ("Common Elements’) (June 29, 2019)
https://www.epa.gov/sites/default/files/2019-08/documents/common-elements-guide-mem-2019.pdf .

12. E2790-20 — Standard Guide for Identifying and Complying with Continuing Obligations.
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To demonstrate that a best effort was made to know whether contamination may
be present, CERCLA requires a person to have made “all appropriate inquiries”
into the previous ownership and uses of the property.1s

If the AAI identified contamination, the BFPP must take “reasonable steps” to
manage the contamination once becoming the owner to maintain the BFPP
exemption. Because of these requirements, such persons still may bear some
responsibility for managing contamination on their properties, even though they
may be exempt from liability for more extensive cleanup actions that may be
taken under CERCLA. If the AAI did not identify contamination, the purchaser
must take these “reasonable steps” once the existence of the contamination is
known to maintain the exemption as an “innocent” landowner, or a contiguous
property owner if the contamination resulted from migration. There is still some
CERCLA liability risk at these properties whether you are the BFPP or CPO, or
ILO, as there may be post property acquisition actions or responsibilities to
maintain the landowner defense which include the continuing obligations and
reasonable steps.

It should be emphasized that the burden of proof is on the person seeking an
exemption from liability to demonstrate that “all appropriate inquiries” were made
before acquiring ownership and that “reasonable steps” are taken after acquiring
ownership to manage the contamination once its existence is known. It is
important to note that a purchaser may have a CERCLA defense but may still
have responsibilities to properly manage contamination on their property to
maintain that defense.

Lesson Learned from Cases

Since the enactment of CERCLA in 1980, hundreds of cases have interpreted
the liability of potentially responsible parties to determine who must pay for
cleanup. However, the only way to determine if a landowner qualifies for the
BFPP defense is for a court to make a determination. The determination of
whether a CERCLA defense is available is highly fact-specific and site-specific.
The courts will examine Phase 1 environmental site assessment and the actions
taken post- acquisition and determine if any of the parties qualify fora CERCLA
defense. The cases demonstrate to maintain a CERCLA defense it is critical that
the pre-acquisition and post- acquisition requirements discussed above be
satisfied.

13. 42 U.S.C. §9601(35)(B).
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Many of the lawsuits arise after contamination is found which requires remediation
and somebody has to pay for it. A common situation involves a plaintiff discovers
contamination, spends money to remediate and assumes it qualifies for a
CERCLA defense and sues the defendant/former owner/adjacent property owner
for cost recovery. The defendant may also claim to have a CERCLA defense
and/or invariably files counterclaims alleging the plaintiff is not entitled to a
CERCLA defense and should be at least partially responsible for the cleanup
costs. When companies get sued under CERCLA, the stakes are often very high
and they go on the offensive to rigorously defend themselves to avoid CERCLA
liability. Even having exculpatory facts including a CERCLA defense will not
prevent litigation.14

You may have to spend a lot of money to prove to a court that you are not a
PRP. For example, the purchaser of a former steel mill property was sued for
past costs and determined to be a BFPP.1s

There are also cases where a party claiming a CERCLA defense did not
conduct an AAI and the court determined there was no CERCLA defense. s In
Von Duprin LLC v. Major Holdings, 2021 U.S. App. LEXIS 26726 (7th Cir.
9/3/21) the court found parts of the AAIl has been satisfied but denied the BFPP
defense because the environmental professional did not sign the certification.

There are a number of cases where the court denied a BFPP defense because
there were releases subsequent to purchase.1z Courts have also denied a
CERCLA defense for failure to take reasonable steps to prevent future
releases.1s The failure to take actions to prevent public exposure to chemicals
and prevent access can also result in denial of a CERCLA defense.1s A party
was denied a CERCLA defense because it failed to exercise due care because
it impeded EPA’s investigation by delaying for three years its response to EPA
information requests and failing to take any action to protect residents from
possible exposure).2o Cooperation with regulators can be a big factor in
establishing a CERCLA defense.21 There are cases where the court determined
a landowner established a BFPP Defense.z

The cases demonstrate that a purchaser that did not cause the contamination
can establish a CERCLA defense by satisfying the pre-acquisition
requirements. Once a CERCLA defense is established it is easy to lose.
Common and routine post-acquisition actions especially those involving
redevelopment of a property can result in the loss of a CERCLA defense. It is
imperative that following purchase of the property, activities including site
development be conducted in a manner consistent with the continuing
obligations to maintain the CERCLA defense.
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14 See United States v. Slay, 2013 U.S. Dist. LEXIS 46204 (E.D. Tex. Feb. 27, 2013).

15 SPS L.P LLLP v. Sparrows Point, LLC, 2017 U.S. Dist. LEXIS 144740.

16 Pennsylvania Department of Environmental Protection v. Trainer Custom Chemical, LLC, 906 F.3d 85 (3d Cir. 2018).

17 Ashley Il of Charleston, LLC vs. PCS Nitrogen, Inc. et al., 2010 U.S. Dist. LEXIS 104772.

18 United States v. Domenic Lombardi Realty, 290 F. Supp 2d. 198, (D.RI. 2004); Ashley Il of Charleston, LLC v. PCS Nitrogen,inc.,
746 F. Supp. 2d 692, 752 (D.S.C. 2010).

19 City of Banning v. Dureau, 2013 U.S. Dist. LEXIS 163930, (C.D. Cal. Nov. 18, 2013).

20 United States v. Timmons Corp., 2006 U.S. Dist. LEXIS 7642, (N.D.N.Y. Feb. 8, 2006.

21 E. Imperial, LLC v. Robertshaw Controls Co., 2010 U.S. Dist. LEXIS 138661 (C.D. Cal. 2010).

22 SPS L.PLLLP v Sparrows Point, LLC, 2017 U.S. Dist. LEXIS 144740; 3000 E. Imperial, LLC, 2010 U.S. Dist. LEXIS 138661,
Lincoln Propetrties, Ltd. v. Higgins, 823 F. Supp. 1528, (E.D. Cal. 1992).
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COMMITTEE ROUND-UP

Conference Committee
Plans the EBA conference agenda and conference

experience.
2025 Chair: Jennifer Bellamy, U.S. Bank

Continuing Education Committee
Oversees EBA educational content, including webinar
planning and execution, and recommended topics for

conference sessions.
2025 Chair: Mike Seney, SouthState Bank

DEI Committee

Identifies and organizes opportunities we can make EBA and

. our industry more diverse, equitable, and inclusive.
The EBA has several committees 2025 Chair: Cate Landry, Truist Bank

meeting regularly. In fact, it is due to
our volunteer members who dedicate

their time, talent, and expertise, that A ) al 1. and -

' - ssesses environmental, social, and governance ris
.mOSt 9f the.EBAS content exists, management as it relates to financial institution regulation, risk
including this Journal. management industry standards, and development of
methods for assessing and mitigating risks.
2025 Chair: Kate Flaherty, TD Bank

ESG Committee

Gives Back Committee

Identifies and organizes opportunities where our members can
make an impact through contributions to charitable
organizations.

2025 Chair: Jonathan Green, Green Environmental
Management

Membership Committee

Builds connections with members to ensure they’re making
the most of their EBA membership, as well as identifies and
makes initial outreach to future members.

2025 Co-Chairs: Carla Nelson, Bank of Hope, and Enrique
Garcia, JPMorgan Chase Bank

All EBA members are invited to join
these open committees and get
involved! Contact

eba@envirobank.org to learn more.

Journal Committee

Collects, writes, edits, and assembles articles our members
contribute to our 2x annual publication.
2025 Chair: Victor DeTroy, AEI Consultants
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Environmental
' Questions, concerns or feedback?
BankEI‘S Contact us at

. . eba@envirobank.org
Association /4

Environmental Bankers Association
2900 Delk Road
Suite 700, PMB 321
Marietta, GA 30067

Phone: (678) 619-5045
Fax: (678) 229-2777
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