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EXECUTIVE SUMMARY 

Informacion Needs of Capieal Providers 
in BrownEields Redevelopmene 

This advisory identifies and makes recommendations on the infonnational n_eeds of 
capital providers in redevelopment transactions of contaminated industrial and commercial 
sites, known as "brownfields." ,The advisory recommends actions the Environmental 
Protection Agency could take to help meet these needs of capital provi<fers. 

The advisory is primarily ~irected at the needS of lenders who provide capital for 
redevelopment projects. These lenders, or capital providers, have become· reluctant partners 
in brownfields redevelopment, due in part to the uncertainty of financial risk from 
environmental contamination. Uncertainty translates into ~ reluctance, or hesitancy, of . 
capital providerS to lend money, . which inhibits redevelopment and environmental cleanup. 

The Board believes tbat,-in many cases, by eliminating or reducing this uncertainty, 
capital providers would be more inclined to .lend money for projects. Redevelopment and the 
associated cleanup would proceed, in part because capital providers would have a greater 
understanding of the fmancial risk involved. As a result, capital providers would be better 
able to respond to their customers' financing needs, and they would, in effect, becOme 
partners· in financing environmetit8.t compliance. 

Criteria for Lending Decisions· 

This advisory presents a simplified model for lending decisions that reflects basic 
criteria- credit, capacity, and environmental· factors. The environmental factors are 
important because they may ultimately impact the. credit worthiness of the applicant and the 
capacity to repay tl\e loan. This advisory further elaborates on several categories of 
environmental factors that capital providers should be knowledgeable of when evaluating 
either lending opportunities or their existing loan portfolio. These categories which are 
meant to be a starting point include: environmental legislation, regulations, and court rulings; 
site assessment; cleanup; reuse of property; ~d liability. · 

Recommendations 

The Board recommends that the Agency support the development of a Brownfields 
Redevelopment Clearinghouse to help capi~ providers in making lending deciSions to fund 
the redevelopment and cleanup ·of brownfields properties. The Clearinghouse. would be. a 
partnership with various organizations, including: state environmental regulatory agencies; 
ov~rsight entities and trade organintions of ~he capital providers; capital providers · 
themselves; other brownfields redevelopment participants, including re8l estate developers 
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InfQrmation Needs of Capital Providers 
in Brownfields Redevelopment 

and brokers, community groups, local officials, and urban and community planners; and non
profit organizations, such as universities, experienced in brownfields redevelopment and 
financing issues. Potential components of the Clearinghouse would include: Brownfields 
Databases, Brownfields Case Studies and Model Programs, Brownfields Feedback on 
Proposed Rules and Regulations., Software for Browntields Transactions, and Brownfields 
Resource Material and .Consultation. 

·-

Development and Implemen~tion. 

The development and implementation of the Clearinghouse would best occur on a 
pilot basis, with a target audience for each component, as appropriate. Pilots would allow 
the developmental and operational features of the · .Clearinghouse. to be fully tested and 
explored. For example, there may be various alte:f08tives to access the C~earinghouse, such 

. ~ using ~ that currently exist in either the private, public, or non-profit sectors. 

The Boaid does not recommend that the Agency itself develop and implement the 
Clearinghouse. An approach that the Agency may find eff~ve is to enlist non-profit 
organizations, such as a university, or group of universities, a5 lead entities in developing~ 
and later maintaining, the Clearinghouse . . Also, in reaching the ·t.ujet audience; the "one
stop general store" concept may be successful. An example of this approach is in Houston, 
Texas where the U.S. General Store for Small ~usiness recently opened to provide one-stop 
assistance for small businesses on various government requirements and issues. 

Benefits of the Clearinghou~ 

When capital providers are better able to manage the uncertai.Dties of lending, the 
benefits reach beyond themselves and their customers. For example, the lending of money 
for brownfield$ redevelopment would spur a multitude of investments, both in terms of the 
economy with .greater employment, more productivity, and increased demand for·corollary 
products and services, and in terms of environmental improvements with the cleanup of 
contamination. Results would be a cleaner environment, a more robust economy, and an 
·improved quality of life for a given locality. 

. ii 
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A. Introduction 

Informacion Needs of Capital Providers 
in Brownfields Redevelopment 

The Economic Incentives Committee of tqe Environmental Financial Advisory Board 
(EFAB) has begun a series of reports on the fmancial and environmental issues affecting the . 
redevelopment of contaminated industrial and commercial sites, known as "brownfields." 
EFAB's primary objective with this initiative is to develop policy and program 
recommendations that would help reduce the risks, and hence the cost, of financing 
brownfields redevelopment. This. advisory, the fmt in the series, ~dentifies the infonnational 
needs . of capital providers in redevelopment transactions and recommends actions the 
Environm~n~ Protection Agency (EPA) could take to help meet these needs. Other 
brownfields reports underway are: (l) Financing Brownfields Redevelopment: Linkages to 
the Empowerment Zone/Enterprise Community Program; (2) Summary· of Indianapolis, 
Indiana Browntields Financing Field Meeting; (3) Brownfields Financing Case Studies; (4) 
Brownfields Financing Strategies and Techniques; and (5) Brownfields Financing Barriers 
and Incentives. 

The Board wants to express its appreciation and support of EPA's current efforts to 
promote the redevelopment of brownfield sites. EPA's brownfields redevelopment activities 
are an organized commitment to help communities revitalize underused industrial and 
commercial facilities where redevelopment is complicated by environmental contamination. 
For example, EPA is targeting fifty demonstration pilots in 1995 and 1996 to suppprt 
creative solutions to promote redevelopment. These pilots will provide concrete data for 
national policy discussions, along with a series of models for states and localities. 

B. Back~und 

The brownfields issue merges cleanup and economic development concerns ~ the 
sense that many cities are nmning out of clean land to accommodate industrial expansion. In 

· the absence ~f clean, developable locations in cities, companies often choose suburban and 
rural locations. As a result, cities lose businesses, jobs, and tax revenues. The actual 
number of underused or abandoned sites is diffi~lt to quantify, but the problem is 
significant. Some experts have suggested that more than 500,000 sites nationwide · show 
evidence of at least some contamination wbkh could trigger regulatory action and ultiinately 
inhibit their owners from selling the site, securing fmancing, or proceeding with reuse. 
Public officials and private lenders can give examples of specific properties and describe the 
problems, but few are able to offer an overall estimate of their number. Listings of vacant 
space are readily available, bui they iitclude only p~perties for sale or lease, not property 
withdrawn froin the market. · 

Brownfield sites are most highly concentrated in older in~ustrial areas of large cities 
in the Northeast and Midwest regions of the United States. ·Their ·economic use has typically 
ceased or has become highly marginal relative to original use. In Cleveland, Ohio, for 
example, there are approximlltelY 700 abandoned brpwnfield sites. They generally have 



Information Needs of Capital Providers 
in Brow.nfields Redevelopment 

varying degrees of contamination stemming from waste generation, handling, and disposal . 
practices that occurred before the environmental regulation of recent years. For example, . 
there may be soil and groundwater contamination caused by solvents that either leaked or 
were improperly disposed. Also, asbestos may be a pro\)lem that needs to be removed from 
a building's interior prior to redevelopment. 

Small-to-medium cities and local communities also have brownfield sites, although the 
incidence there is on a much smal:Jer scale than in large cities. A common occunence in 
1~ communities is old gas stations that are no longer in use that have environmental 
concerns due to undergrouqd storage tanks. Potential buyers/developers would need to 
asse~s any contamination and undertake cleanup; 'as required, in conjunction with the · 
projected reuse of the ~tions. · · 

C. Overcoming the Barrier of Uncertainty 

Capital providers have become reluctant partners in brownfields redevelopment, due 
in part to uncertainty ·of fmancial risk from environmental.contamination. The financial ris~ 
may be unknown, difficult to measure, or appear too excessive, thus making project 
profitability questionable. Liability issues are a critical area that eontributes to fmancial 
uncertainty. Capital providers may become fmancially liable (i.e. lender liability) for any 
illness or damage caused by contamination even though ·they did not know about the problem 
when they lent money to purchasers or builders. Another concern to capital providers is 
liability to borrowers which may occur due to the borrowers' possible non~mpliance or , 
ignorance of enviro.nmental regulations. This liability could hinder the borrowers' ability to 
repay the 1~ and affect the value of the collateral Used for the loan. · .. · 

Uncertainty translates into a reluctance, or hesitancy, of capital providers to lend _ 
money, which inhibits redevelopment and environmental cleanup. 71Us advisory attempu ro 
help capital providers by recommmding ways of providing inforntllliou thlzt wiU etilumce their 
understanding and management of the uncenatnties of fl1llllldal risk attributed to 
envirorunenral issues. 

The Board believes that,. in many cases, by eliminating or reducing the level of 
uncertainty, capital providers would ·be more inclined to lend money for projects. 
Redevelopment and the associated cleanup would proceed, in part because capital providers 
would have a greater understanding of the fmancial risk involved. In the process, capital 
pro.viders would be better able to respond to their customers' fmancing needs, and they · 
would, in effect, beCome partners in financing environmental compliance. 

Infonnation alone cannot overcome all barriers to brownfields redevelopment as other 
remedies may be required, such a8 changes in legislation and/or regulations and the 
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development of fmancial options and incentives; For example, changes might be needed to 
bring greater cer:Wnty to the decision-making process to address su~h barriers ~: liability 
risk for past contamination, cleanup standards andtbe cost of cleanup, and the lack of 
funding and incentives. Subsequent advisories will focus on these issues and other such 
barriers. In addition, there are often non-environmental barriers to brownfields 
redevelopment that policy makers would need to address, such as those relating to land-use 
planning/community development, ~estate and local market issues, building design, 
tnu;tsportation access, . and workforce availability. 

D. Users .· 

This advisory is primarily directed at the capital providers that are providing debt 
capital for redevelopment projects, such as fmancial institutions, flnance companies, 
insurance companies, and pension funds. There are many players in the ftnancial services 
industry in the United States. They range from traditional .. banking'' financial institutions, 
such as commereial banks, thrift in~titutions, and credit unions, to. other financial service 
fmns, such as insurance companies, fmance companies, investment banking finns, 
investment companies, and pension funds. 

Besides capital providers, other significant players in brownfield site transactions 
share a common objective of wanting to reduce the uncertainty associated with brownfield 
projects. These entities would also beneflt from the infonnation in this advisory. They 
include: the recipients of. the debt capital (the borrowers); contributors of equity capital, . 
including real estate developers, industry, and others; and community groups, including its 
officials, citizen groups, and urban and commu~ty planners. Also, with the goal of more 
effective information triggering more redevelopment and environmental cleanup, regulatory 
agencies at the Federal and state levels would be extremely interested in the role of 

· information to reduce uncertainty in brownfield projects~ 

E. Lending Criteria for Capital Providers. 

A simplified model for capital provider lending decisions, shown in Appendix A, 
reflects' basic criteria throughout the llfecycle of a loan and includes environmental factors. 
The appendix outlines the criteria - credit, capacity, and environmental factors - and also 
lists examples of questions that capital providers would be asking prospective borrowers. 

The lending cri~ria are not mutually exclusive as there will be overlap, especially 
regarding the environmental factors. In addition, the criteria are not static in time, since 
capital providers address them at various stages, as appropriate, in the life of the loan. The 
"loan life" begins with loan application, later involves loan portfolio monitoring, and . 
ultirnately·includes loan tenninati,on, ~ither ~yment, sale, or foreclosure: Environmental 
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factors need to be aggressively detennined up-front in the loan application process since that 
is probably the time of greater focus, or scrutiny, from capital providers. However, loans 
should be ·routinely monitored after they have been made for changes in environmental 
factors just as they are for the .credit and capacity criteria. · 

Credit and Capacity 

Tiie criteria begins with "credit" ~d "capacity,'' which are paramount in all potential 
lending transactions. Capital providers must be concerned about the applicant's credit 
worthiness and history of past debt repayments. In addition, providers must be assured that 
the applicant has the capacity to repay the loan either through cash flows of the projected · 
project or from other sources. The Board is not addressing credit and capacity criteria. 
Granting a loan may be - .pure and simple ~ a poor business decision on the part of the· 
capital provider. The borrower· may have poor credit history or lacking the skills, or tl)e · 
access to the skills, necessary for project success. AlSo, the future reuse of the site may ·be 
impractical, resulting in little profit, or even a loss, for the project. 

Environmental factors 

Another tier of criteria in potential lending transactions is environmental factors. 
These factors take on great importance because they may ultimately impact the credit 
worthiness of the applicant and the capacity to repay the loan. There is an array of 
information on environmental factors that capital providers should be .knowledgeable of when 
evaluating either lending opportunities or their existing loan portfolio. Listed below are 
sevetal categories of e~yironmental factors meant. to be a starting point . . 

o Environmental Legislation, Regulations, and Court Rulings 

. Capital providers need to be aware of the principal provisions of environmental 
legislation relating to their specific business of lending money for brownfield site . 
redevelopment. They shOuld be fammar with legislation governing hazardous waste, solid 
waste, water, and air. Additionally, they should ~ve an understanding of the relationships 
between regulations on compliance and enforcement and Federal/state/local authority and · 
~m~cy. . . 

·Capital providers need . access to ch8nges in environmental regulations~ These 
regulations change rapidly with F~ral and state authorities continually working on revising . . 
existing regulatiom, as well as developing regulations for new concerns. in addition, the . 
courts in their · interpretation of laws and regulations mly be establishing important precedents 
and case law affecting redevelopment. Capital providers need this up-to-date information to 
help them reduce uncertainty in potential lending decisions. · 
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o Site Assessment 

Informacion Needs of Capical Provide:s 
in Brownfields Redevelopmenc 

In addition to understanding the environmental legislative structure, capital providers 
need to be knowledgeable of specific si~e-related issues. An important_ place to begin is wit~ 
the site assessment. For example, are there different levels, or phases, of site assessments, 
and how do lenders iqlow what level is required? Are test borings needed? Is there a need 
for chemical, geological, or hydrogeological studies? Capital providers need to be fairly 
confident that they are, fJ.rst, asking the right people the correct questions, and, second, 
getting information which ·they can rely on in their decision-making process. A reliable site 
assessment process cannot be over-emphasized because lenders who have confidence in their 
assessment program and capabilities will better be able to differentiate between high and low 
risk sites. 

Another source on prospective properties is the public record, which contains valuable 
_ historical information~ especially when capital providers do not have firSt..band knowledge of 

a· specific site's history. Lenders should know who maintains the public record, how to 
acces's it, .and the information they want to gain from the record. Another issue is the cost of 
the doing the assessments, or better phrased, "who pays and how much?" True, the 
assessment costs are borne to the potential borrower as expen~ of undertaking a 
redevelopment. However, capital·providets may be able to offer their experiences regarding 
these. costs, ·or even infonnation as to the availability of any fund that may exist, possibility 
at the state level, to assist with site assessment costs. 

o Cleanup 

Uncertainty in either the nature of the cleanup or its cost are highly detrimental to a 
potential transaction. Capital providers need to know such factors as: the cleanup standards 
that are in place governing the potential project, whether Federal requirements would 
supe(sede state requirements, and the existence of any voluntary cleanup programs that 
borrowers may want to consider. 

The potential for a project to have cost overruns makes the price. of -capital rise. This 
is true not only for costs of. construction, but also for costs of cleanup. In either case, cost 
escalations could drain a borrower's cash flow which would hamper the capacity to repay the 
loan. As with site ~sment costs, capital providers should also be aware of any funds 
available that may provide low interest loans or grants for cleanup. This may be the needed 
"e~tra" to make the deal possible for the potential borrower. 

· o Reuse of Property 

Reuse of property issues must be cons~dered in conjunction with cleanup issues. An 
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important point here is whether there is any flexibility in the degree of cleanup that ~ needed 
given the furure use of the site. Related to future use is future exposure, which· may be a · 
crite.ria of greater importance in detennining the degree of cleanup. For example, the future 
use of the site may be the same, but exp<)sure to health and safety may be different; and 
conversely, the furure use of the site may be different, but exposure may be the same. 
Standards which would allow for cleanup to be ~ored to the future use/exposure of a given 
site may be more appropriate and result in less cleanup costs which would lower the 
borrower's fmancing requiremen~. 

Capital providers should also be knowledgeable of land use control issues, in 
particular, whether such controls currently exist on the property or could be imposed in the 
future. Many states impose controls under current law. Controls may be significant because 
of the impact on future use, acquisition, .and collateral value of a site, which in tum ci>uld 
effect future profitability of the project. Again, this is another environmental site issue that 
could affect a borrower's profitability and therefore ability to repay a lOan. 

Site marketability is another area that capital providers should be aware. For 
example, even after the· cleanup occurs, will there be a "fear" in the public's eyes of the 
prior contamination? Even though it is impossible to price this fear factor, capital providers 
must consider this uncertainty in any potential lending decision. Depending on the likelihOQd 
of the public not accepting the future site ,as "clean," PR?fitability of the potential project 
could be iinpacted. 

o Liability 

Liability issues are important to capital providers for several reasons. They must be 
concerned about lender liability because as a party to the ttansaction they could be at risk 
even though they were unaware of the environmental problem when they lent the money. 
Capital providers must be knowledgeable. of Federal and state liability laws, especially. in 
regard to who would be held responsible and the requirements to secure release. They need 
assurances that participants to project redevelopment, including themselves, are not at risk to 
lawsuits from various sources, such as federal, state, or local governments, fonner or future 
employees working on the site, adjacent landowners, and local residents. Critical points here 
include the difficulties in knowing, and in documenting, if and when the responsibility for · 
site cleanup has been met. Another liability issue for capital providers iS when borrowers 
encounter unforeseen liability which could impair their cash flow and ability to repay the 
loan. This liability could also· reduce the value of the property and therefore ·reduee 
collateral if the propeny was used as collateral for the loan. 

Th~re may be potential avenues to· reduce exposure to liability. Capital providers 
need to be aware of federal release options, .or partial releases, as well as state releases 
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including any conflicts with federal requirements. Another option involves the assumption of 
liability by states or local governments. These public entities may consider assuming a 
degree of risk and in effect providing protection to capital providers and developers. Other 
possible avenues include Federal policies, such as "comfort letters" or site-specific 
covenants-not-to sue, which would also lower uncertainty associated with environmental 
liability. 

Insurance is another means that may be available to respond to environmental risks. 
Capital providers need to be aware of programs· that measure and pool risk, in effect pricing 
risk. into the equation. The issue with insurance may not be quantifying the exposure. or 
pricing that quantification, but whether the costs can be absorbed. However, being able to 
insure the risk; even with its associated cost, brings greater certainty into the decision
making process that may allow the lending transaction to proceed. 

U:nders must be able to distinguish between circumsaances of liability that are 
legitimare and valid as opposed to instances where they may be over-reacting to uncertainty. 
Undoubtedly, liability concerns are an important example where other remedies are needed in 
additional to information. 

F. Role of Ove~ight Entities and Trade Organintions 

In detennining the contents of the information for Capital providers and the method or 
options.. for accessing the information. the Board believes that it would be extremely 
beneticial to involve the entities responsible for the regulation. and oversight of the tioancial 
service tinns as well as the trade organintions. that represent the firms. With these entities 
knowing the "envqonment• in which capital providers operate, they would be very belpful in. 
fme-tuning the practical application and utility of the informational tools in lenders' day-to- · 
day operations~ These entities may even offer sources, or pocential ways, to deliver · 
information to .capital providers due to their existing linkages and contacts. 

For fmancial institutions such as commercial banks, they come under the purview of 
the Office of the Comptroller of the Currency (0CC) if they are nationally-chartered banks, 
or a state regularory agency if .they are state-chartered banks. The <X;C's supervision of 
banks is aided by the requiled submission of period reports and detailed on-site examinations, 
which are conducted by a staff of over 2,800 national bank examiners. Since the OCC is 
responsible for rules and regulations for national banks and bank directors, it could also 
serve as an important educational link to national banks on environmental issues. 

Regulations of the Federal Reserve System and the Federal Deposit Insurance 
Corporation may also apply to commercial banks. For example, all nationally cbarteled 
commercial banks must be part of· the Fedef1:1· Reserve, as well as the Federal deposit 
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insurance program. The Federal Reserve structure offers another opporfilnity to reach 
member banks. A particularly effective .method ~gbt be to use regioilal federal reserve 

· banks to reach the respective banks in their geographic area. Inte~on on a regioaa1 basis 
may have a particular apPeal due to the closer proximity and keener sensitivity on specific 
issues facing lin~ bankers within their area. · 

Federal thrift inStitutions-also operate under an oversight structure of the Federal 
government's Office of Thrift Supervision. This snucture may offer an. opportunity to reach 
this segment of capital providers. lbe Office charters, regulates, and examines Federal 
thrifts and cooperates in the examinition and supervision of cenailt state-chartered thrifts. In 
.total, · its oversight extends to more than 1,500 thrifts with men tban 11,000 operatiDg 
branches. · · 

- . 
· Insurance companies and pension funds also .come under oversight and regulation. 

Pension funds are regulated at tbe Federal level by the Depanment of Labor (DOL).· 
Through its audit and oversigh~ procedures, DOL would bave tbe potential to reach this 
· group of capital providers . . Insurance companies technically also come under Federal 
regulation since they are in tbe business of interstare commerce. In practice, however, 
insurance companies are regulated at the state level. There is a trend toward uniformity in 
state .insurance laws which bas. been encouraged by tbe Natioual Association of Insurance 
Commissioners, comprised of representatives of all states •. _'Ibis organiution meets regularly 
to discuss mutual issues applicable to the insurance industry and would offer an oppm1Unity 
to reach-a ~ segment of capital providers. 

Another avenue of direct contact with capiral providers is through trade organivttions 
that represent fmancial institutionS·, insurance. compaDias, and other financial service firma;· 
These trade organintions, such as the American Bankers Association, the Mortgagt Bankers 
Association, the Independent Bankers Association, and othen, through their reCuniDg · 
outreach programs with their'constituellts via newsletters, publications, and confereDCeS, 
could ·serve as a vital soun:e of providing informalion to capilal providers. · 

In addition te the regulatory hieran:hy o.ver capital providers, there exists regulatory 
· oversight over their customers, i.e. tbe borrowers. in terms of • repoJting requirements to 

the Federal government's Securities and Bxcbange Commission (SBC). 1be primary mission 
of the SEC is to protect the interests of tbe investiDg public. In this regard, issuers tbat have 
conducted public offerings, have securities traded in tbe public markets, or bave tolal assets 
and security holder populations of specified sizes, are required to furnish maupmeat, 
fmancial, and business information to the SEC on a continuing basis. To the· degree tbat this 
infonnation to the SEC results from environmental factors, capital providers should have. · 
access to it. If tbe factors effect a borrower's fmancial position, capital providers sbould 
know this as pan of their decision-making proeess in evaluadng lending opportunities. 
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G. · Recommendations 

The Board recommends that the Agency sumzon the development of a Browntlelds 
Redevelooment Clearinghouse. 11Je Clearinghouse would be a partnership with various 
organizations, including: state environmental regulatory agencies; oversight entities and trade 
organizations of the capital providers; capital providers themselves; other brownfields 
redevelopment participants, including real estate developers and brokers, community groups, 
local officials, and urban and community planners; and non-profit organizations, sucb as 
universities, experienced in brownfields redevelopment and financing issues. 

Many successful clearinghouses providing useful iriformation on numerous topics · 
could serve as models for the Clearinghouse. · For example, the National Drinking Water 
Clearinghouse, established in 1991 at the West Virginia Universit:y, lilaintains various 
services and information, including newsletters and brochures, consultation and referrals, and 
data retrieval and feedback, related to small community drinking water systems. 

Listed below are potential components of the Clearinghouse: 

Browntfeld.t· Databases 

The initial core component would be the Bro,wnjielils Databases which would allow easy 
retrieval of up-t~, relevant infonnation. Part E of this Advisory ·contains several 
categories of environmental factors with an accompanying discussion that could serve as a 
starting focus for the Brownjield.t Databas~. The key point here is not to "reinvent" 
databases from ground zero, but mther to build upon the current,· usefu~ data that exists and 
to augment and improve it as would be beneficial. In many cases, the data would need to be 
tailored to the specific needs of Capital providers. and others in given localities because of 
d\ffering state regulations and local needs. A specific database that may be benefiC?ial would 
be for localities to have an inventory of their brownfields. sites to enhance the ability to · 
ultimately market those sites to deVelopers and lenders. The inventory might contain such· 
information as: name of site location or building saucture; square footage of land and/or 
floor space; occupancy history, including possible contamination by source; inspeCtions and 
pennits. and mailitenance and renovation history. 

Browntield.t Case Studies and Motlel Proeram.t 

Another potential component would be the Brownjields Case Studies and Model Programs. 
These real-world examples of brownfields redevelopment proj~ would be accessible via 
on-line access. These-case snidies and model programs would be valuable lesso~s learned 
.for ·other prospective participants in redevelopment projects. _ The development of this 
component might utilize e~sting case study arialysis conducted by the Environmental Finance 
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Center (EFC) at ·the Cleveland State University on brownfield fmancing issues and urban 
economic development at several cities in the Great Lakes Region. The Cleveland State EFC 
is one of six EFCs in a network that provides stare, local, and private sector officials with 
training, advisory services, publications, and analyses on environmental fmancing issues. 
Other sou~ of case studies weuld include: the fifty Btownfields Economic Redevelopment 
Pilots, funded by EPA in either.l995 and 1996, to support creative. redevelopment solutions, 
and the Brownfields Financing Case Studies being developed by EFAB. 

Brownfie/ds FeedlxJc!c" on PrQpowl Buler and ReguM'ion.r 
. -

Another potential component would be the Brownjlelds Feedbodc on Proposed Rula. and 
Regu/Qiion.r. 'Ibis component would serve to inform inte~ parties and seek their 
comments on ·proposed regulations and rules that could ultimately impact ~rownfield· 
redevelopmenL For example, proposed Federal and state rules affecting costs of remediation 
·and tbe types of remediation required could critically impact a borrower's ability to 
redevelop a brownfield site as well as a capital provider's ability to be part Qf that · . 
transaction.· In effect, this component could serve as a communication vehicle to give 
regulatory officials another vehicle JQ receive comments and give them valuable insight ori · 
proposed ~gulalions and rul~. Th~ component could also provide for expansion to allow 
for comment o.n existing rules an4 regulations affecting redevelopment. 

Sqttware for Brownfie/.ds Transqcrion.t 

Another potential component would be Software for Brownjle/ds Transactions. 'Ibis 
component would provide capital providers with software to use as a step-by-step approacb 
on brownfield site tmancing. In effect, this would represent a "how-to guiden on steps for 
proceeding witb prospective buyen, and sellers, of brownfield site redevelopments. The 
software migbt abo include "elements of success" that would typically be part of tbe · 
bOrrower's operational business plan for the site redevelopment. . · · 
A model that could be used to develop this ·So.ftwtue, from a technological standpoint, may 
be a rate model ~eloped by the Government Fmance Officers Association for .communities 
to reflect tbe true cost of providing drinking waler and w~water services. 

BrownfieiJI.t Re..rowce Marerial.t and Consult4lion 

Another component would be Brownjl~lds- Raourre Marerltl/s and Con.rullotion. Through 
telephone aCcess,- users could obtain, either free or with minimal cost, educatioDal products,. 
such a5 brochures-, videotajJes, newsleuen, and government- publications. 'lbey could also 
access information (date, location, subject, contact, etc.) on brownfields meetings and 
conferences. In addition, users could ask questions of technioll experts regarding brownfield 
redevelopment issues. · · -
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Another feature of the Brownfields Resource Materials and Consultation would be a 
brownfield~ "green pages directory .. depicting actual. redevelopment trcinsactions. Tins 
featUre would enable users to obtain infonnation on real-life brownfields projects, such as 
project highlights. sources of fmancing, barriers overcome, critical success factors, and the 
names and phone numbers of the principal players (i.e. developers, capital providers, · 

· community leaders, engineers, etc.) in the project. In effect, this feature would serve as a 
repository of "absuacis .. of brownfields case studies·. Appendix B contains .an example of the 
"green pages directory." 

Capital providers and their oversight entities and trade organizations will need to be. 
integrally involved in the .development and implementation of the Clearinghouse. It will be 
extremely imponailt to· learn from capital providers the precise infonnation needed to assist 
them in their lending deeisions. Also, meetings should occur with representatives of 
fmancial oversight entities and trade organizations, such as those highlighted in Part E, Role 
of Oversight Entities and Trade Organiutions. In addition to providing insights on existing 
infonnation that capital providers either use or do not use, these groups can provide an 
imponant linkage to their clientele on environmental infoi'ID8tion to assist them in their day• 
to-day business activities involving brownfield sites redevelopment. 

The development and implementation of the Clearinghouse might best occur on a W15n 
QWI, with a targeted audience for each component. as appropriate. One approach might be 
for a pilot on databases in the first year, a pilot of case studies in the second year, and a 
pilot on other components in the third year. The goal would be to create model components 
that could later serye additiona.l audiences. Pilots would allow for the developmental and . 
operational features of the Clearinghouse to be. fuUy tested and explored, ·such as data 
contents. menu options · and accessibility, downloading capabilities, resource requirements~ 
and the role of various organiutions, including the regulatory agencies. For example, thete 
may ·be various alternatives to access IM Clearinghouse· that may be very effective, such as 
using datam..-Ses that currently exist in either the private, public, or non-profit sectors. 

The Board ~ not recommend that the· Agency develop the Clearinghouse.· Instead, 
the Agency may fmd it effective to enlist non-profit organiutions, such as- a university, or 
group of universities, as lead entities in developing, and later maintaining, the · 
Clearinghouse. The Environmental F'mance Center (EFC) network might be utilized in this 
manner. The EFCs would be highly effective in piloting components of the Ckaringhouse 
given their target~ geographic foeus and emphasis on sbariDg inf~nnation ·among other 
Centers. 

Another opportunity fo~ a pilot would be to use the "one-stop general store" approach · 
to reach the target audience. An example. of l:hi5 approach is . in Houston, Texas where the 
country's fust U.S. General Store for Small Business open~in July 199S to provide one-
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stop assistance for small businesse$ ·that need help complying with f~rBl regulations, 
solving tax problems, bidding on contractS~ and obtaining government loans. 'lbe General 
Store is user accessible (opened on some evenings and weekends) and computer friendly 
(providing infonnation via electronic mail on Internet). Thirteen departments of the federal 
government are participating in the new venture, including the Environmental Protection 
Agency. This general-store concept may be another alternative for piloting components of 
the Clearinghouse. - · 

The pilot would need to fully explore resource JeQJlirements for the Clearinghouse. 
Initial investments would be needed, both in tenns of dollars and in-kind. services, for the · 
pilot to proceed, which could be solicited from various soun:es on a cost-sharing basis. . The 
pilot would explore system qperational costs and the extent that user fees could recover these 
costs. 

The benefits envisioned from the proposed CU!arlnghouse would be numerous. When . 
capital providers are better able to manage the uncertainties of lending, many groups would 
benefit •. including themselves, their customers, the environment, and society. Lenders would 
defmitely benefit by having better and more accurate information to ~ decisions. They 
would either be: ( 1) making profitable loans that would not bave otherwise been Dmde, (2) 
maldng loans at a lower cost, or (3) not making loans due to_ a clearer rationale of the 
env~nmemal issues involved. Their customers would also- gain when caPital providers take 
a more infonned and predictable approach to environmental factors in lending decisions. 
They would, of course, gain if the loan is made since financing costs would be reduced due 
to more accurate pricing of the enviroilmental risks. On the other hand,. customers would 
also gain when capital providers do not gmnt a loan due to environmental factors because 
potential customers would ·know in a more quantifiable basis the -environmental risks 
. involved. Customers may, as a result, alter their financial estimates for the proposed 
~evelopment, and may decide not to proceed any further with the project. 

There are broader · benefits, as well, of capital providers being better able to manage 
environmental risks. For example, the lending of money for a browafield site redevelopment 
would spur a multitude of investments, both in terms of the economy with ~ 
employment, more productivity, and inc~ demand for corollary products and services, 
and in terms of environmental improvements with the ~leanup of contamination. .'Ibis 
definitely would affect in a positive manner the environment and, cOUpled with the benefits to 
the economy, would improve the qu3Jity of life for a given locality. Furthermore, the 
willlngness of ·capital providers to finance brownfields redevelop~ent places them in a unique 
position to not only help th~selves and their customers, but also to be an agent to beJp 
enforce environmental regulatory mandates. 
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Appendix A: Overview of Lending Criteria for Capital Providers 

I Environmental Factors I 

.......--~/\....----------, 
.credit of the applicant· I ~ -~~pacity to repay I 

Credit worthiness of applicant; 

• What is the financial track record of the applicant in terms 
of being a good credit risk? 

• How do you access the "character" of the applicant in terms 
of past credit history? -

• Does the applicant have the necessary technical and 
administrative skills, or access to them, to be a good 
credit risk? 

qapacity to repay the loan· 

• Is the bus1ness venture being proposed by the applicant a
good investment? 

• Is there a demand for the business venture? 

• ~at is the competition for the business venture? 

• Are there other cash flows that the applicant cap draw from 
to repay the loan? 

• What the estimated, as well as fixm, _occupancy for the · 
redeveloped .real estate? · 

• What collateral is being offered by the applicant? 
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Information Needs of Capital Providers 
in Brown~ield Site Redevelopment 

Append~x A: Overview of Lending Criteria for Capital Providers 
(Continued) 

Environmental factors· 

• · What are the Federal, state, and local regulat.ions in place 
affecting the site? 

t . How can we determine if a cleanup is needed and what will·be 
the cleanup costs? 

• What are the - risks of escalation in cleanup costs, whether 
due to unforeseen .costs, or changing regulations? 

• What are ~he. liabil~ty issues that are involved from the 
standpoint of the borrower as well as the lender?. 

· • · Are there options available in environmental risk insurance 
and who provides it? . ~ 

I. 
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Appendix B: .. Brownfields "Green Pages Oirectoryn 

1. ~here dfd the initial impetus for the proposed use come 
from? Private (i.e. property owner or borrower) or public? 

2. What were the environmental conditions at the site? 

3. What information on environmental conditions was available 
at the time the project was first proposed? 

4. Did the project developer consider other sites? If so, had 
any others been rejected because or environmental 
considerations? 

5. !flas the potential for CERCLA liability a consideration for 
any of the parties in the transaction? 

6. ~'lhat kind of capital pr.ovider was involved? 

7 . :-Jhat were the factors which initially led the user to the 
site? 

a. :·lhat role, if any, did the community or conununity-related 
considerations play i~ the site selection or negotiation? 

9. Did the site appear on any local, state or federally 
~aintained list of contaminated sites? 

10. :·rere there existing structures on the site and, if so, what 
~ole did their condition or configuration play? 

11. ~'/hat was the property• s tax status? 
• 12. Did the EPA Guidance on Brownfields play ·a role in . the 

process? 

13. What administrative mechanisms were available. to approve the 
remediation of the sice and use of the property? Were they 
in place at the time that the site selection and development 
process began? 

14. What legal instrument was used to approve the remediation 
and/or to release the user from future liability?· 

15. What type of financing was utilized? 

16. What role, if any, did the Community~einvestment Act play 
in the project? 
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