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EXECUTIVE SUMMARY 

EPA's Brownfields Initiative seeks to empower stakeholders in economic 
redevelopment to work together in a timely manner to prevent, assess, safely cleanup, and 
reuse "brownfields" in a sustainable way. Brownfields are abandoned, idled, or under-used 
industrial and commercial sites where expansion or redevelopment is complicated by real 
or perceived environmental contamination. The initiative is designed, in part, to free the 
market mechanisms of redevelopment to facilitate environmental cleanup and protection. 

. . 

The Environmental Financial Advisory Board (EFAB) is focusing on the financial 
issues associated with this effort to revitalize "brownfields". EFAB seeks to encourage 
and facilitate investment in brownfields. The Board intends that its work support and 
complement the Brownfields Initiative underway at EPA. This .report is designed to assist 
the many parties involved in brownfields redevelopment -- communities, developers, 
federal and State agencies, capital providers, community groups, and others. 

The report examines financing strategies that can help revitalize brownfields. First, 
it lays out a seven-stage process for brownfields redevelopment encompassing - site 
identification, initial site assessment, economic assessment, detailed site assessment (if 
needed), project development and financing, cleanup planning and execution, and 

. redevelopment of property. It then depicts the economic redevelopment potential of 
brownfields by classifying sites as viable, threshold, and non-viable, and suggests 
governmentS may wish to leverage limited public · resources and attract private investment 
by targeting threshold and non-viable sites. The report also presents a: wide variety of 
financing strategies currently being used in brownfields redevelopment, including - equity 
participation, fees, taxes, debt finance, grants, informationaVadvisory services, liability 

. assurances, financial aSsurances, and legislative reforms. The report matches the financing 
strategies, where possible, to the stages in the redevelopment process. Finally, it provides. 
seventeen real-life examples of bow financing strategies have been applied in practice. 

EFAB finds that there are many financing strategies available to facilitate 
brownfields redevelopment. Clearly, different strategies may be appropriate at different 
stages in the redevelopment process, and a combination of strategies may be needed to 
meet the financing demands of any single brownfields project. The Board further notes 
that successful implementation of financing strategies requires collective and cooperative 
action on the part of all parties involved in brownfields redevelopment. An understanding 
and sharing of information on brownfields fmancing strategies among all parties involved 
are keys to successful projects. 

Environmental Financial Advisory Boud i 
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I. INTRODUCTION 

In communities across the nation, there are numerous abandoned, idled, or under-
. used industrial and commercial sites where expansion or redevelopment is complicated by 

real or perceived environmental contamination. These sites, known as "brownfields". are 
often avoided by developers, businesses. and · the capital providers (lenders and investors) 
because of uncertainties regarding contamination. The magnitude of the problem is 
considerable. For example, the City of Chicago has identified over 2,000 brownfields in 
its metropolitan area alone. Although no one knows exactly how many brownfields exist, 
estimates for the number of sites nationwide range from tens of thousands to over 500,000. . . 

Developers are reluctant to risk the potential costs associated with hazardous waste 
assessment and cleanup, for which owners can be liable even if they were not involved in 
the original contiunination of the property. Lenders are often unwilling to participate in 
brownfields revitalization projects due to potential liability, risks to collateral, and the risk 
of bankruptcy of the project sponsors. The result is increasing development of greenfield 
areas which had not previously experienced such activity, urban sprawl, and continuing 
economic and environmental decline in former industrial or commercial areas. 

This report examines financing strategies used in brownfields revitalization 
projects, and looks at how these strategies can overcome the reluctance by lenders, 
developers, and community members to participate in these projects. Part B of the report 
first presents brownfields redevelopment as a process, ·and outlines its principal stages~ 
site identification, initial site assessment, economic assessment, detailed site assessment 
(if needed), project development and fmancing, cleanup planiling and execution, and 
redevelopment of property. Part B also evaluates brownfields by their redevelopment 
potential to heJp taJget limited resources, and provides information on matching financing 
strategies to the seven stages of brownfields redevelopment. 

Part m presents many of the financing .strategies currently being used by state and 
local governments in brownfields redevelopment projects. Two main types of financing 
strategies are discussed - direct strategies,. which provide funding directly for assessment, 
cleanup, and redevelopment, and indirect strategies, which enable or facilitate fmancing. 
Direct strategies include equity participation, fees, taxes, deb~, and grants. Indirect 
strategies include legislative reforms, financial assUrances, infonnationalladvisory services, 
and liability assurances. 

In presenting the fmancing strategies,. Part m provides brief, real-life examples 
of their application in brownfields and related redevelopment proj~ts. The examples are 
designed to assist local governments, developers, capital providers, State and federal 
agencies, nonprofit organizations, community groups, and others involved in brownfields 
redevelopment. All partieS interested in using the financing strategies described in these 
examples should detennine their legal sta~s under applicable State and local laws. 

Environmental Financial Advisory Board 1 
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II. THE BROWNFIELDS REDEVELOPMENT PROCESS 

The brownfields redevelopment process can be divided into seven basic stages. 
These ~ may be undertaken by private and/or public sponsors serving as developers. · 
The stages in the redevelopment process and the particular activities associated with each · 
stage create different fmancing needs. In addition to matching financing strategies to. the 
type of brownfields site, developers need to consider what stage(s) of the redevelopment 
process must be funded. The seven basic stages of the brownfields redevelopment process 
and the associated activities include: 

.• Site Identification. Development and maintenance of a registry of sites, 
helping developers find ones that meet their needs, and advertisement and 
marketing of abandoned sites; 

• Initial Site Assessment (Phase I Investigation). Review of public 
records, physical surroundings, and other readily~available data regarding 

· the site; 

• Economic Asse&weut. Evaluation of site characteristics, advantages, and 
limitations, and comparison to the initial site assessment to determine 
whether a site is currently viable, potentially viable, or non-viable for 
redevelopment; 

• Detailed Site Assessment (Phase U Investigation, if required). 
Environmental engineering investigation, sampling, and chemical analysis 
of the site; 

• Project Development and Financing. Selection and financing of a 
cleanup and redevelOpment project(s) for the site; 

• Cleanup Planning and Execution. Selection and implementation of a 
cleanup approach; and 

• Redevelopment of Property. Construction or alteration of the property to 
suit the new use for which it is being redeveloped. 

Exhibit 2.1 on the next page illustrates these seven basic stages of the brownfields 
redevelopment process. 

Environmental Financial Advisory Board 2 
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Site Identification 

State and local governments can assist with site identification by developing and 
maintaining an inventory or registry of sites, helping developers identify sites with 
desirable characteristics, undertaking advertising and marketing activities to promote site 
assessment, cleanup, and redevelopment. In the private sector, developers can look for 
potential sites .by using these public resources. These ·are primarily low initial capital cost 
activities that need a continuous low level of financing to operate and maintain. 

Initial Site Assessment (Phase I Investigation) 

Initial site assessment activities can often be performed at relatively moderate cost. 
There are a number of ways io identify suspected contamination that rely on existing 
records, historical data~ and other readily-available sources: 

• Examine historical data to review historical uses and applicable fedei:al and 
state reports of hazardous substances on the property; 

• Research the chain of title/zoning history - who were past owners of the land, 
what activities were licensed; · 

• Examine similar characteristics for neighboring properti~; 

• Check for prior environmental audits and assessments (OSHA safety reports, 
etc.); 

• Review ·insurance polici~ to determine covered activities that might have 
involved potentially-hazardous chemicals; and 

• Check local revenue· departments to see if hazardous substances fees/taxes have 
been paid (indicating potential use of hazardous chemicals on the site). 

Economic Assessment 

A key distinction must be made between sites that are in desirable locations and 
have the potential to attract buyers and developers, and sites that have no interested buyers · 
and few potential uses. If there is no potential economic return to outweigh the cost of 
restoring a site to a useful state, no financing strategy will induce its redevelopment until 
and unless thiS condition changes. To ,determine what the redevelopment potential of a site 

. is, an economic assessment must be performed. 

As with any investment, the expected return on a brownfields project must be 
commensurate with its associated risk. 1 It is important, therefore, to ftrst determine as 
accurately as possible the relationship between risk and return for the individual project. 
This relationship can be graphically depicted as a point on the risk/return field in which 
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a project lies (see Exhibit 2.2 below). Brownfield sites exist across the entire range of the 
economic development spectrum. For the purpose of developing financing strategies, 
however, the sites can be divided into three basic categories outlined below: 

• V18ble Sites. Sites that are already economically viable, and where the private' 
market is already working towards redevelopment without public assistance. 
These sites either have very low potential for environmental liability, or such 
high potential rates of return that the advantages outweigh the risks from the 
project sponsors' (developers and investors) perspective. 

. -
• Threshold Sites. Sites that are only marginally viable, and will not be 

redeveloped without some public assistance. These sites may have either fewer 
economic advantages than the viable sites, or they may have greater potential 
for enviro~ental liability. 

• Non-Viable Sites. Sites with significant potential for environmental 
liability, and/or whose economic advantages are minimal at best .. These 
sites require substantial public assistance to redevelop (in the form of 
subsidies), or should be left alone, if possible. · 

.Exhibit 2.2 
Redevelopment Threshold: 

Redevelopment Potential of Brownfield Sites 

c Redevelopment Occurs 
Q) 

~ 
Q) 

> = -

Risk of Environmental Liability 
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Mmch Goals to Sites 

Decisions to invest in any of these three kinds of brownfield sites depend on the 
gc;>als of the particular investor. To better leverage public investment, state and loc.al 

· governments should consider directing public resources to brownfields where the private · 
sector is unwilling or unable to finance projects- threshold and non-viable sites. They 
should also consider strategies, where appropriate, that mix their public investment with 
private monies. One goal of any public investment strategy should be to move threshold 
sites into the viable category, and nonviable sites into the threshold and viable categories 
so that private investment can be attracted to them. · 

Strmegies For Viable Sites 

Typically, viable sites should need less or no direct investment of public capital. 
However, private owners and developers interested in a viable .site may still require 
assistance in dealing with the regulatory and liability difficulties associated with 
brownfields assessment, cleanup and redevelopment. Strategies that may be appropriate 

. for viable sites include: 

• timely review and comment of. assessment and/or cleanup plans and 
proposals by regulators; 

• land use-based cleanup standards, reflecting the intended use of the 
property; 

• liability clarification {apportionments and/or likelihoods) so that risk.can 
quantified, and then managed or sold; or · 

• liability release (such as a covenant-not-to-sue-or certificate of completion) 
after the cleanup is completed. 

. These strategies facilitate private sectOr investrilent in brownfield assessment, cleanup and 
redevelopment projects while conserving public resources for sites that would not 
otherwise be commercially viable. 

Strategies for 'threshold Sites 

. Threshold sites may possess significant potential for assessment, cleanup and 
· redevelopment but need some public assistance to increase the rate est return on the 

possible investment or to limit the potential for environmental liability before developers 
will consider investing in them. · Financing strategies can be selected to target either need, 
as illustrated in Exhibit 2.3 at the top Qf the next page (adapted from a graphic that 
appeared in the Economic Development Quarterly).2 
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Strategies for Non-Viable Sites 

. - . ~-::: • 'f . 

Non-viable sites may require significant investments of public capital to make an 
otheiWise unattractive site economically viabie. These sites are unlikely to attract private 
capital under most circumstances. These sites may be suitable candidates for existing 
prognuns such as Superfund, that are targeted ~wards sites with significant contamination. 

Superfund monies can be used to fund assessment and cleanup on brownfield sites. 
Under CBRCLA Section 104, EPA has the authority to take response actions addressing 
·releases and threatened releases of hazardous substances, pollutants, and contaminants. 
These responses are not limited to "Superfund" sites, but may be undertaken at any site at 
which an actual or threatened release is present. EPA's national brownfield demonstration 
pilots are examples of where Superfund monies are being spent on such sites. 

Unless a severe health and/or environmental risk exists, local governments may 
wish to target brownfield assessment, cleanup and redevelopment efforts to viable and 
threshold sites before addressing non-viable sites. Since many other reports have discussed 
the problems associated with Superfund and other seriously-contaminated sites, this report 
focuses primarily on strategies for viable and threshold sites (which are usually, but not 
always, .less contaminated). 
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Detailed Site Assessment (Phase U Investigation) 

At this stage, a site is -assessed to detennine the level and extent of environmental 
contamination.· The costs can vary widely depending on the severity of the problem, and 
the intensity of the site investigation required under state law. If the initial site assessment 
shows that there is potential contamination, a more-expensive, detailed assessment is then 
perfonned. This involves: 

• Environmental engineering; 

• Sampling; and 

• Chemical analysis. 

In soine cases, the private sector may be unwilling to pay for this stage of. the process, 
because if a site· is found to be too contaminated, the project may never be developed due 
to the cost of the cleanup. This suggests that .additional financing tools may be required 
at this point. (This can be seen in Exhibit 3.1 on page 10.) 

Project Development and Financing 

At this stage, feasibility studies may be required and the project's financing must 
be arranged. Activities at this stage include: · 

• Financial feasibility studies for the project ; and 
• Development of a fmancing plan for cleanup and for redevelopment. 

This stage might include meetings with lenders, insurers, proposed project partners, and 
affected neighboring communities (their representatives and citizen groups). 

Cleanup Planning and Execution 

This stage can involve high capital costs, because of 

• Site remediation; 
• Associated public notice requirements; and 
• Preparation of reports for regulators. 

Redevelopment of Property . 

Depending on "the type ofproject selected, this stage can involve consbUction, 
clearance, and reuse of the property. Activities at this stage include: 

• Site clearance/demolition (after remediation); and 
• Construction of facilities. 

Environmental Financial Advisory Board 8 
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III. BROWNFIELDS FINANCING STRATEGIES 

Brownfields project sponsors use many different fmancing strategies to implement 
the seven-stage brownfields redevelopment process. However, there ~ only two basic 
types of financing strategies, and these are: 

• Direct strategies-- that generate funds that may be used for cleanup and 
development; and 

• Indirect strategies - that enable or facilitate fmancing ~evelopment. 

Many project sponsors use a combination of these two types of fmancing· strategies · 
in redeveloping a specific brownfields site. Exhibit 3.1 on page 10 shows some of the 
strategies that may be useful at particular stages of the redevelopment process. Selection 
of suitable strategies will often depend on a particular barrier to fmance. For example, 
sometimes the barrier .will be lack of information about suitable sites. In this ~e, a land 
registration fee fmancing a central land registry, or other informational/advisory service, 
may be needed. In other cases, an inability to obtain capital market fmancing may be the . 
barrier, and loan guarantees or equity participation may be needed ~m the public sector. 

Exhibit 3.2 on page 11 illustrates a broader range fmancing strategies used in the 
redevelopment process. This section of the report describes these strategies and provides 
brief examples of how some of them have been applied in pl'2.ctice. 

DIRECT STRATEGIES 

Direct fmancing strategies provide resources for assessment, cleanup, and 
redevelopment of brownfields to project sponsors· who can be communities, States, private 
developers, nonprofits, or a combination of these. Typically, these strategies increase the 
rate of return on a project by reducing the cost of capital or providing equity participation. 

· Equity Participation 

Many communities consider equity participation an excellent tool to stimulate 
projects. This can take the form of lease arrangements, reclamation banks, or city 
ownership and development of property on its own behalf. The important aspect of equity 
participation is that the public sponsor assumes part of the risk of the project. For many 
communities, this is a worthwhile risk because the assessed, cleaned up, and redeveloped 
property will provide a source of tax revenue. In addition, although state and local 
governments only enjoy a statutory liability exemption when acquiring property 
involuntarily, federal regulators have historically been more reluctant to pursue legal action 
against public agencies than against private landowners, thus lowering the effective risk.· 
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Financing Strategies for Brownfie/ds Redevelopment 

Some communities find that brownfield projects can be stimulated by using a public 
agency to buy sites (or take title to abandoned property), assess and cleanup contamination, 
and lease to private developers. The lease shields the developer from environmental 
liability as an owner (but not as a transporter or generator of hazardous waste), and gives 
the community a source of revenue. In some cases, the local government finds a lessor 
before starting the project. In others, it pursues the project before identifying tenants. 

Lease Arrangements- Uniroyal· Tire Factory, Commerce, California 

In 1984, the Commerce Redevelopment Agency plirchased the 35-acre .Uniroyal Tire 
Factory complex for $14 million. The· agency spent $3 million on investigation and 
remediation of the contaminated soils on the site (some of which· was later recovered in a 
.settlement with the company responsible for the contamination), and sought a private 
developer who would be interested in leasing the redeveloped land. Ultimat"ly, a factory 
outlet nian, offices, and a hotel were built on the site, and the project· is expected to produce 
approximately $592 million in lease income over 65 years, plus $7.5 million in property 
.taxes that ·the redevelopment agency intends to devote to other redevelopment ~vities. 

Public Ownership 

A second option that has been pursued is to assess, cleanup, and redevelop the 
project as a publicly-owned parcel. After the local government bas assembled the property 
and begun the frrst stages of cleanup, it can either sell the property to the private sector 
or retain ownership on its own behalf. 

PubUc Ownership - Chrysler Corporation 
Jefferson North Assembly Plant, Detroit, MiChigan. 

In 1990, due to strong demand for Jeep Cherokees, the Chrysler C01poration sought a 
site for a new plant. The eompany planned to invest $1 billion·and create 3,000 jobs. 
One location considered was a 283-acre tract owned by the City of Detroit with a mix 
of land uses, including industry, scrap yards, old gas stations, and abandoned lots. The 
site had access to rail transportation, was centrally located, and was close to a · well­
trained work force. The City of Deei-oit, which strongly supported the project, acquired 
the property, and worked with the State of Michigan and Chrysler to n~gotiate a $2S 
million cleanup plan to contain and stabiliz~ the contamination.: Chrysler purchased the 
parcel upon conclusiQn of the cleanup, and opened the plant in January, 1992. 
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Land Reclamation Banks 

Some communities use land reclamation banks. Such banks ~e title to potentially 
contaminated property (via property tax foreclosure, eminent domain, or purchase). They 
assess and clean it up, redevelop, and sell to prospective developers. Some communities 
use the proceeds from the lease or sale of the property to fmance future projects. 

Land Reclamation Banks - Minneapolis Light Industry Land Acquisition. 
· Progr~m 

The City of Minneapolis spends about $5 million per year to acquire, as~s, cleanup, 
and redevelop potentially contaminated industrial sites. The funds are g~nerated by a 
tax-increment financing plan and used for both purchase and site remediation. The City 
assumes all liability for cleanup and resells the land to private purchasers after 
redevelopment. .. · 

Fees 

A fee is generally a charge for services rendered. Fees establish direct links 
between the demand for services and the cost of providing them. In the case of 
browofields, however, property owners may not be able or willing to pay fees to cover the 
substantial capital costs of cleanup. Nor is the fee mechanism typically appropriat\} for 
cleanup activities, which require significant capital investments. They may, however, be 
able to pay for land registration and inspection fees that could fmaoce a central land 
registry and assessment of sites that would lead developers to an appropriate site. 

Land Registration Fee 

Developers could pay fees to use a city land registry that wpuld maintain listings 
and descriptions of brownfields and other sites available for development, and their levels 
of environmental (!Ont3mination. 

Inspecdon/Site Assessment Fees 

Developers might be willing to pay for assistance with assessment and remediation 
of potential development sites. In some cases, voluntary cleanup programs already run on 
a fee-for-service basis, with state environmental agencies assisting property owners with 

· site investigations, selection of remediation options, and coordination with federal 
regulatory agencies. In such instances, the private party usually reimburses the state for 
its costs in reviewing the private party's proposed actions against statutory and 
administrative requirements and providing guidance on those requirements. 
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Inspeetioo/Site Assessment Fees -
Minnesota Voluntary Investigation and Cleanup Program 

The Minnesota Voluntary Investigation and Cleanup Program is run on a fee-for-service 
basis. By obtaining approval from the Minnesota Pollution Control Agency (MPCA) for 
site investigations and response action plans, potential. developers can detennine the most 
appropriate cleanup action and can easily calculate the cost of cleanup measures needed 
to satisfy statutory requirements. . Property owners may request assistance from . the 
MPCA in anticipation of future property transactions, to obtain financing for current 
redevelopment plans, or simply to avoid the bigb tiansaction costs associated with 
~uperfund cleanups. Historlcally the cost for these review serviCes bas ranged from 165 
to SSS .per hour. 

Taxes 

Most taxes are charged against either personal or corporate income, property, or 
sales of a commodity. Typically, brownfields may be located in areas where traditional 
sowces of tax revenue - such as property and income taxes -- generate little revenue. As 
a result, non-traditional taxes and real estate-based taxes that do not depend directly on 
current property value may be most appropriate. 

Spedal Assessments 

Special assessments are a charge levied against beneficiaries of a service or 
improvement. In the case of a brownfield, an entire business district or neighborhood 
could be considered the beneficiary of assessment, cleanup, redevelopment. In some 
cases, special assessments are charged differentially, with those receiving the greatest 
benefit paying a larger proportion of the cost. For example, property owners that were 
closest to a brownfields site might pay a larger share of the cleanup. costs because they 
would experience greater increases in their property values after the cleanup. 
Alternatively, special asSessments can be charged at a flat rate per individual or business. 

Tax Increment Finandng 

Tax increment financing is a particular kind of special assessment that generates 
revenue from the incremental change in property values caused by the improvements being 

. fmanced. For example, a number of governments have issued bonds backed by the 
anticipated increase in property values after a brownfields cleanup has been completed. 
This type of fmancing is generally used for a specifically-defined geographic area .and 
often for a well-defined period of time such as· ten years. However, if improvements do 
not yield the expected benefits, bonds may have to be repaid by other means. ., 
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Tax Increment Financing - Downtown Wichita, Kansas 

In 1990, a serious contamination problem was discovered in downtown Wichita, Kansas, 
threatening more than 500 companies with liability, .and preventing economic development 
in the area. The city accepted liability for the contamination and negotiated a cleanup plan 
with.EP A , which they planned to finance with an innovative tax-increment financing plan. 
The city reduced the property values ·in the affected area to reflect the decrease in values 
due to contamination. Then, the city issued bonds backed by the anticipated increase in the 
property values foUo:wing a cleanup. This mechanism effectively dedicated futui-e property 
taxes from the area to the cleanup. 

Real Estate Transfer !at 

Real estate transfer taxes are charged to a buyer or seller of real property at the 
time of transfer based on a percentage of the assessed value of property transferred, a flat 
deed registration fee, or a combination of both. This financing tool is used by .both state 
and local governments to fund land-related initiatives, including ruiturallands acquisition; 
Although no state or local government bas, to· our knowledge, dedicated this tax to a 
brownfields project, a transfer tax might be initiated in conjunction with new property 
transfer laws that require sellers to report the environmental status of land to new owners. 

Tax Abalemenls 

A tax abatement is a temporary moratorium on charging the usual tax rate on 
property or other tax base. Several states and communities are using them to alf:ract 
investment to brownfields. In some areas, tax abatements can be approved on a project­
by-project basis; in others, they can only be enacted by ·the state legislature or local 
governing body. They can be pennanent or only last the ftrst few years of a project. Tax 
abatements can make otheiWise. uneconomi~ projects more attractive and provide a 
guaranteed incentive. · 

Tax Abatements- Ohio Tax Ab~tement Program 

The StateofOhio has a tax abatement program forp~oper.ty owners who hav~ been given 
a covenant-not-to-sue agreement from the state. The program grants these property owners 
a ten-year exemption from any increase in property taxes due to an increase in the assessed 
valuation on the land where the voluntary action was undertaken. In, addition, the owner 
is exempt from property taxes on i~Jtprovements, buildings, and·fixtures for ten years. 

. . 
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Debt Finance 

A loan is money that must be repaid in a set amount of time at a negotiated interest 
rate. Brownfields project sponsors may be able to identify state and federal debt fmance 
programs that will provide capital at subsidized rates for projects that meet their eligibility· 
criteria: Some debt _finance programs are revolving, meaning that the program is at least 
partially financed by repayment of earlier debt. -

Subsidized Low-Interest Loans 

Subsidized low-interest loans reduce the cost of capital for project sponsors. They 
also provide full or partial financing for projects that might otherwise be unable to obtain 
financing on the private capital markets, or that would be expected to pay a higher interesi 
rate to compensate for the potential additional risk involved in a brownfields project. . 
Many projects have made use of existing state and local loan programs for redevelopment. 
Others have made use of loan programs specifically targeted to brownfield -assessment, 
Cleanup, and redevelopment. 

Subsidlzed Low-Interest Loan - W~rldCiass Steel, Ambridge, Penns1lvania 

In Ambridge, Pennsylvania, the Commonwealth of fennsylvaniaJs pi'Qviding subsidized 
loans to redevelop a 100-acre brownfield site. The site; whichfoinlerly belonged to the 
U.S. ~teel group, had been vacant for 10 years. In 1991, V(orldCiass Steel took 
ownership of the site and redeveloped 16.5 of the 100 acres. IIi 1994, WorldClass and 
the city made plans for a $375 million expansion. that would -redevelop the remaining 
acres. The Commonwealth is expected to finance 10 to 15 pe~t of the entire pacqge 
at a sub.sidiZed interest .rate of approximately 4 percent. · · · ' · 

Revolving Loan Funds 

In some cases, state and local loan programs operate revolving loan funds, ·meaning 
that future loans are financed by current repayments. This mechanism may be particularly 
appropriate for brownfields assessment, cleanup, and redevelopment, since repayment 
tenns tend to be more flexible than commercial loans. 

Bonds 

Bonds can extend payment for new projects over a period of fifteen to thirty years 
-- allowing time to generate sufficient income to repay the capital invested. Typically, 
states and localities repay bonds with taxes, fees, · or other sources of governmental 
revenue. For brownfield projects, bonds backed by tax-increment fmancing can be 
particularly popular becaUse they rely on future tax revenues anticipated from the project. 
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Michigan Environmental Bond Program 

In 1988, Michigan voters approved issuance of $425 million in bonds to fund cleanup 
actions, with $45 million dedicated to a site reclamation program which provides grants 
to local governments to investigate and cleanup co~taminated sites . for economic 
development. · 

Grants 

Grants for different purposes are awarded by a wide range of entities, including 
federal, state, and local governments, nonprofit organizations, and corporations. 
Brownfield assessment, cleanup, arid redev~lopment projects may be eligible for many 
existing grant programs, and EPA has a national demonstration pilot grant program 
specifically targeted for brownfields-related activities. 

EPA Brownjields Demonstration Grams 

EPA's Brownfields Initiative seeks to empower states, communities, and other 
parties involved in economic redevelopment to work together in a timely manner to 
prevent, assess, safely. cleanup, and sustainably reuse brownfields. As one component of 
the initiative, 50 communities across the country will receive grants for demonstration 
pilots for the redevelopment of their brownfields·. The Agency is funding the 50 
brownfields pilot projects for up to $200,000 each over a two-year period. These pilots 
will: 

• Test redevelopment models, 

• Direct special efforts to removing regulatory barriers without sacrificing 
environmental protection; 

• Encourage community groups, lenders, investors~ developers, and other 
parties to come together to cleanup siteS and return them to appropriate 
productive use; 

• -Provide a series of redevelopment models for states and localiti~ struggling 
with such efforts; and 

• Provide guidance to cities for cleaning up · and returning industrial 
brownfields to productive use. 
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EZIEC SSBG and ED/ Funds 

Each community participating in the federal Empowerment Zone/Enterprise 
Community program is allotted a certain amount of Empowerment Zone /Enterprise 
Community Social Service Block Grant (BZ/EC SSBG) funds. The EZIEC SSBG funds 
must pass through the state(s). States must obligate these funds in accordance with a 
community's strategic plan within 2 years of the empowerinent zone/ enteq)rise community 
designation. The statute. does not impose specific reportfug requirements, although . 
communities are required to certify that entities administering funds will provide "periodic" 
reports on their use of funds. 

The Department of Housing and Urban Development (HUD) has made available 
Economic Development Initiative (EDI) funds of varying amounts to empowerment zones 
and enterprise communities. HUD is using these grant funds to encourage communities 
to use the existing Section 108 loan program, which allows communities to obtain loans 
for development projects at subsidized interest rates. Historically, communities have not 
used all of their Section 108 loan authority because HUD regulations require them to 
pledge their future grant funds as collateral. In the event of a loan default, the community 
will have to repay the loan by using these future grant funds. Many communities have 
been reluctant to risk future entitlements with loans to projects that may lose money. 

To provide a fmancial incentive to oommunities to accept this risk, HUD is 
requiring communitieS to use their Section 108 loan authority before they can receive an 
BDI grant For example, if a community received a $22 million EDI grant, it would have 
to use at least $22 million of Section 108 loan authority to use the BDl grant award. 

Other Federal Programs 

Some communities have pu~ued funding from other federal programs, such as: 

• HUD Community Development Block grants which can be used for grants, 
loans, loan guarantees, and technical assistance. (HUD has explicitly stated 
that the cost of environmental'reviews and the actual cleanup of identified 
hazards are eligible activities); 

• Economic Development Administration Public Works and Development· 
Facilities Grant Program; 

• Appalachian Regional Commissjon (ARC) Supplemental Grants; and 

• State Underground Storage Tank Trust Fund Program. 

· Eligibility criteria, amounts available, and application procedures for these 
programs and others are described in the federal government's annual publication, the 
Catalog of Federal Domestic Assistance. " 
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State Grant Programs 

Many states have grant programs providing funding for localities and agencies 
undertaking brownfield assessment, cleanup, and redevelopment. In seeking grants, 
project sponsors should know that grant assistance can be found at a varjety of agencies, 
not necessarily the primary environmental agency. For example, communities may be able 
to fmance brownfield projects via a state economic development agency. Alternatively, 
localities can seek grants not traditionally been used for site cleanup, such as groundwater 
protection grants, which could awanled for protecting groundwater from contamination 
from a brownfield. Since grant programs vary widely from· state to state, localities ~hould 
seek grant catalogs or other infonnation directly from their state governments. 

State Grant Programs - Industrial Communities Action Program, 
Commonwealth of Pennsylvania 

The Commonwealth of' Pennsylvania has adopted an Industrial Communities Action 
Program (ICAP) that provides grants to communities for redeveloping contamiDated sites. 
Project sponsors - including local governments, development agencies, and 
redevelopment authorities can apply for grants for the purchase of land and buildings, site 
demolition and clearance, construction or renovation of infrastructure, cleanup, ·and other 
activities that ~ in preparing the site for redevelopment. ICAP supported 53 projects 
for in its first year, and 117 in its second year. 

Private/Nonprofit Grants 

Private nonprofit organizations and corporations. can also be a source of grant funds 
for brownfield projects. Publications such as "the Grants Register and the Foundation 
Direaory can direct states and localities to organizations and corporations likely to provide 
grants, as well as infonnation on criteria, amounts available, and application procedures. 

. . ' 

Private/Nonprofit Grants - The Great Lakes Protection Fu~d 

In July, 1995, the Great L3kes Commission .received a $26,000 planning gram from the 
Great Lakes Protection Fund to identify ways to spur brownfields projects.in the Great 
Lakes Basfu. ·The Co~on will use the funds for three tasks: reviewing the impacts 
of brownfields on Great Lakes basin ecosystem health; planning and conducting a 
regional workshop to asSess the poteDtial for cooperative arrangements.on brownfields 
redevelopment and greenfields protection; and preparation of a more detailed report and 
project proposal: · · · 
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INDIRECT STRATEGIES 

Some financing strategi~ available to state and locai goveminents do not directly 
increase the funds available for investment in brownfield projects. Rather, these indirect 
strategies facilitate or enable site assessment, cleanup, and redevelopment by overcoming · 
a barrier(s) impeding the project's financing. Indirect strategies can help overcome three 
kinds of barriers: · 

Knowledge Gaps. A developer or investor may be interested in, or willing to 
consider, fmancing a brownfields project, but be unaware of suitable sites or 
regulatory options. Informational/advisory services provided by state and local 
governments can overcome these knowledge gaps. 

Perceived Llabilit)'. Many lenders may be aware of brownfields-related issues 
but fear the potential liability associated with a particular site, which may or may 
not equate to the site's actual liability risk. In addition, lenders may fear the 
public's perception of environmental contamination~ and the associated stigma, 
which can have a financial impact on a project if it deters customers from using it. 
InformationaUadvisory services, and more importantly, financial assuranceS · 
provided by states and localities can overcome problems with perceived. liability. 

Actual Liabillty. Some indirect financing strategies shield property owners and 
redevelopers from environmental liability risk by providing liability assurances. 

lnformationaV Advisory Services 

Part of the barrier to brownfields redevelopment is that developers and capital 
providers often lack infonnation about sites~ the site assessment process, and ·liability law. 
By educating developers and capital providers about available sites, the site assessment 
process, and environmental legislation, communities can help overcome reluctance by 
developers and capital ·providers to participate in brownfields redevelopment. For 
example, changes in envirOnmental regulations can affect lending decisions by capital 
providers. In addition, developers and capital providers should be aware of land use 
controls, cleanup options, and potential reuses of property. 

Land Registry 

A number of communities have set up land registries that collect information about 
potential redevelopment sites. These registries iiuonn developers about the potential 
advantages and disadvantages of sites, and allow projects to occur on sites that might 
otherwise be overlooked. Some communities operate land registries conjunction with 
programs that fund site investigation and assessments for the parcels. Subsequently, the· 
registry will contain detailed information about the sites and anticipated cleanup costs. 
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Land Registry -BridgepOrt, Comiecticut 

The city of Bridgeport, Connecticut is usmg EPA demonstration grant funds to 
develop an inventory of contaminated sites. Currently overSOO acres of contaminated 
land exist throughout the city.. The inventory will classify properties: by the .level of 
cl~up required, the method and oost of the cleanup, ·and the anticipated time required. 

Brokering/FaciUtation 

. An agency or local government can broker or facilitate agreements between federal, 
state, and local agencies and developers. In this case, the public sector can provide 

.proactive servi~ to bring buyer 3J1.d seller together, and to help ·negotiate brownfield 
(assessment, cleanup, and redevelopment) deals, and assist in arranging project fmancing. 

Regulatory CompUance Assistance 

A public environmental agency can advise developers on regulatory options and · 
assist in obtaining cooperation from other agencies. Navigating the environmental permit 
process can be difficult. Assistance with the process encourages developers to continue 
projects that might otherwise be unacceptably de~ayed. To expedite the proCess, some 
communities have formed task forces with membership from all ageneies responsible for 
regulating a particular brownfields site. 

Regulatoty Co~plianceAssis~alDce ~El~beth,·Ne\\' .Jeney · 
. . . ..• . . . . 

... : ~ . -~-: ::. ~ . . 

Th~ . Regional: PJ8ri<:ASsociation,::: ~·.'nonprofit oljan~utioti that..sttidies Iand~use 
issues in New J.ei'Sey; ~ew :yprk:, and:::¢onneCticut, . assiSted a deVeloper iii acquiring 
environmentalpermits to1;um a 166-ac~ Site in.Biizabeth~ .on~ a muiiic~ )andfin, into 
a 1.5 million square-f()()tc.c:lmmereial hubi: ij.lcluding·a L2 nilllion· square•foot·factory­
outlet cen~er~ ... Tii¢.:.Assodan6il· .wor~ed with •. tile' developer and',:~gulatory agencies to 
ensure th8fcteanup plans we;:e '~ved and. deadlines were met~ ... 

. :.· . ~ . : . : . : : . . .·. . : . . . . . . . . 

Liability Assurances 

Liability assurances help finance the assessment, cleanup, and red.evelopment of 
brownfield& by giving needed certainty to lendell and other fmancial actors. Tools used 
by states and localities include no-further-action letters, covenants-not-to-sue, certificates 
of completion, and liability releases. Each tool addresses a particular kind of uncertainty 
that can ~pede access to capital. These assurances promote brownfield projects by 
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shielding prospective and current owners from potential liability in exchange for cleaning 
up contaminated property. 

Most state voluntary cleanup programs offer some form of liability assurances to 
prospective purchasers. Some also offer assurances . to current owners who successfully 
complete an approved cleanup. But, state laws vary widely as to whether current owners 
receive any liability protection, even if they pndertake a cleanup. Although there are no 
standard defmitions for liability assurances, they can be created in a number of different 
ways, including legislative action, or administrative action by an environmental agency. 

No Funher Action Letter 

. After a site assessment determines that cleanup action is required on a brownfield 
property, a state can infonn a property owner what level of cleanup is necessary for · 

· issuance of a no further action letter. This letter is only granted after a cleanup has been 
done, or a site assessment determines none is required. The letter does not release the new 
owner from liability, but does guarantee that the state will not take any new enforcement 
actions at the site, barring discovery of new information unknown at the time of the letter. 
Where an approved cleanup has been completed, a no further action letter is a promise _by . 
the state not to require further cleanup. If state cleanup standards change, or new cl~up 
technologies are developed, the new owner will not be required to do additional cleanup. 
But, this varies from state to state. Some limit reopener5 severely, while others do not. 

Col'enant-Not-To-Sue 

· A covenant not-to-sue (CNTS) is granted after cleanup and offers protection from 
future state suits for contamination found on the property. In some states, it may not cover 
conditions or contamination that were unknown at the time the covenant was granted. In 
some cases, a CNTS may be contingent on an approved land u~ for the property. For 
example, the state may require that the property be maintained in industrial use, or 'that the 
new use will not exacerbate the contamination that already exists. 

··: __ . : ~ :. . . 

The Michigall ·State Ati()mey Gener,al _ has the authoiity to issue cl'{ts .. to sponsors 
. interested m-r#.ievelopiQgbr:oWnfields-who are 110t ·affiliated -with a potentially responsible 
party. The CNTS protects the purchaser from -all Uabili~ to the State• of Michigan 
associated with past reltme8; knoWn and unkno'Y.D: It also provides protection from. claims 
by other responsible parties•. in exchange. for implementation· o( response activitY: 
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Certificate of Completion 

A ceitificate of completion is issued after cleanup if the site meets the agreed-upon 
state cleanup standanis. In some cases, these standards will be individually negotiate<S for 
each site, based on a risk assessment. In other cases, the standards will be voluntary 
cleanup standards that apply to all sites statewide. The certificate of completion proves 
to prospecti~e purchasers that the cleanup has occui'red, and that the state environmental 
agency participated, and · was satisfied with the results. In many states, possessing a 
certificate of completion limits further liability for both potentially responsible parties 
(laws vary by state on a PRP's eligibilitY for such a certificate) and nonresponsible parties. 

Certificate' of Completion- Culver City Kit~ Sit~ CulVer City, California· · 
·-. 

. The Culver City Kite Site is a4.5 acre property formerly used by manufacturers. of 
wood products, plastics,.and concrete:. blocks, die casting.machirie shops, and auto body and 
painting enterprises . . · The.DepartJl1ent of Toxic Substances.Cop,trol piutlcipated in th,~ site 
remediation process and · granted a certificate. of compl~on :at the· site, which· enabled the 

· developin~nt . of the. pf()perty as:an· industriaL par{{ ·contairung :retailoutleis for- electronic~. 
home buildihg, and auiomqbile eq~ipmen~. · · · · 

· .. I ,··,··. 

Liability Release 

A liability release shields property owners from all liability, providing that they are · 
in no way respOnsible for th~ original contamination. It is intended to encourage 
prospective purchasers to cleanup contaulinated property, without exposing them ~o the 
risk of being held liable for the original contamination. It · may be granted prior to 
cleanup, and may be conditional on an intention to clean and reuse the site. State laws 
vary as to the liability protection afforded by these releases. 

Financial Assurances 

Financial assurances assure lenders and capital providers that they will be repaid 
by another source if the project sponsor should default. By providing additional gUarantees 
for bond or loan repayment, financial assurances improve the ability of project sponsors 
to acquire capital, or to acquire capital at a lower cost. · 

· Loan Guarantees 

To reassure capital providers regarding the safety of brownfields lending, ·state, and 
local governments, and some federal programs, provide loan guarantees to J?roject. 
sponsors. These guarantees assist sponsors in obtaining fmancing because they provide 
an additional -source of rep~yment in the event of project bankruptcy. For example, a 
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HUD program called Section 108 provides loan guarantees that enable local goveniments 
to command a more favorable interest rate. 

Loan Guarantees- Ohio Financial Assistance Programs 

The state of Ohio proVides loan guarantees from the state water pollution control 
fund, .the Ohio Water Development AuthoritY, and the Ohio Economic Development 
Authority. These guarantees are ~vaihlble to partiesinvolvedin cleanup or undertaking 
voluntary actions including assessment, investigation, and remediation, and assist these 
parties in obtaining project financing. . . . 

Bond/Loan Imurance 

Bond and· loan insurance are credit enhancements that assure lenders and 
bondholders that interest and principal will be repaid in the event of default by the entity 
that contracted the debt. States, communities, and private developers can use bond and 
loan insurance to make debt offerings appear more secure from: default, and therefore more 
attractive to potential investors. These assurances would be particularly important for 
obtaining debt for brownfield projects. To secure bond or loan insurance, project sponsors 
can either seek out insurers on the private capital markets who are prepared to insure a 
brownfield project~ or the state or local government could create a ·bond or loan insurance 
program specifically for them. 

Legislative Reforms 

A number of states have enacted legislative refonns to help reduce uncertainty in 
assessing, cleaning up and redeveloping brownfields. These refonns have typiciilly 
addressed at least four ·key areas: liability limits; cleanup standards; a~inistrative 
oversigh~ (distinguishing between sites appropriate for voluntary cleanup and sites where 
state overs~gbt is tighter); and public funding for cleanup. 

Voluntary Cleanup Programs 

Voluntary programs allow private parties to initiate cleanups and avoid some of the 
costs and delays associated with state superfund or other enforcement-driven programs. 
Such programs provide technical guidance, in some cases assisting with site investigation 
and cleanup. Some apply special cleanup standards to parties in the program. Others 
incorporate land-use controls that anticipate a future use that usually involves .tess public 
exposure to the site (e.g. SOO employ~ at an industrial site rather than thousands of 
consumers at a mall). The land use controls do not lower or eliminate risks to the human 

' health enviro~~nt, but provide assurance of an appropriate pul>lic exposure/use of a site. 
Finally, upon completion of ~leanup, most voluntary programs offer some kind of liability 
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assurances to protect purchasers, lenders, and municipalities from liability. Currently, 21 
voluntary cleanup programs exist. Most states design their programs for sites that not 
currently listed or being considered for the Superfund National Priority List (NPL). 

Voluntary Cleanup Program - State of California 

In 1994, California established ~ Voluntary Cleanup Program to promote the 
cleanup of low-priority hazardous waste sites in the state. The program is run by the 
California Environmental Protection Agency's Department of Toxic Substances Control 
(DTSC). The program offers a streamlined process for cleanups in order to put property 
back into productive use. As ofMarch 1995, over 100 voluntary projects had begiln under. 
the program. To participate in the program, project sponsors and the .state negotiate an 
agreement sj,ecifying_tbe eXtent of the cleanup planned for the site. On a fee-for-service 
basis, the DTSC staff provides technical assistance at all stages .of the proc~s~ from site 
investigation to cleanup. Once cleanup has been completed, DTSC will issue a "certificate 
of completion'' . and a "no further action" letter, .limiting further liability for project. spo.nsors. 

Cleanup Standards 

The broad discretion of state regulators under CBRCLA leaves developers unclear 
as to the cleanup standards tQ which they will be held. Since regulators have the power 
to require a cleanup to pre-contamination levels, or in some cases, to pennit deviations 
from state detennined ·minimum levels, the extent of fmal cleanup required can be 
uncertain. This uncertainty prevents developers fro~ quickly estimating the costs required 
for a site cleanup. To encourage cleanup and redevelopment, many states have attempted 
to develop clearer cleanup standards. These new standards. employ site-specific criteria, 
such as future land use, proximity of ground and drinking water sowces, and other factors. 
There is also the issue of double jeopaidy that currently exists due to the overlap of federal 
and state laws. EPA can second ·guess a cleanup conducted and approved by a state. 
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Cleanup Standards - State of Pennsylvania 

Under Pennsylvania legislation, developers have three sets of standards to choose from: . 

• Statewide Health ~tandards are developed by the Department of Environmental 
. Resources in order to 'protect pound water and prevent contaminated ·soil from 
exposing the public to hann. · 

• ·Background Levels are defined as the greater of "background as represented by the 
results of analyseS of representative samples; or the "lowest level that can be reliably 
attain~ within specified limits of precision and accuracy' u11der routine laboratory 
coilditioi)S." If this method produces a stallc:lard that -is •tess . stringent than the 
statewide health $ildard, then the statewide.he8lth standard applies. · 

• Site-Specijic StandiJrds can be chosen by develapers on a case-by-casebasis after a 
detailed site inveStigation. These Standards are ,~ylinke&to the fut\1~ land use 
of the sites and the. actual health risks associated' with exposure~ ·. These standards inay .. 
also .be linked to deed restrictions, limidDg ftimre use of the property t() ·prevent · 
exposure and/or recontamination. · 

This flexibility allowsdevelopers to quickly estim~ ,the cost.of'acleanup, ~d to either 
choose a more stringent. standard, or negotiate for a: standard tliat .recognizes differences 
in land uses and other site-specific characteristics. · 
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IV. FINDINGS AND CONCLUSIONS 

Abandoned, idled, or under-used industrial and commercial sites where expansion 
or redevelopment is complicated by real or perceived environmental contamination 
represent major environmental and economic challenges to many communities. Financial 
issues are a key component to the successful revitalization of these sites, which are better 
known as "brownfields". 

To provide a context within which to examine financing strategies used to revitalize 
brownfields, this report presents a seven-stage process for brownfields redevelopment. The 
seven stages are site identification, initial site assessment, economic assessment, detailed 
site assessment (if needed), project development and .financing, cleanup planning and 
execution, and redevelopment of property. Selecting the appropriate fmancing strategies 
to successfully complete the redevelopment process requires a knowledge of these seven 
stages, the particular brownfields site, and the financing stiategies that can overcome 
barriers applicable to each stage and the site. 

The report pictures the economic redevelopment potential of brownfields sites by 
classifying them as viable, threshold, and non-viable. This valuable tool provides a way 
to target both public and private resources to sites. For example, since viable sites are 
ones where the private markets drive redevelopment, no public assistance is usually 
needed. Threshold and non-viable sites. on the other hand, will not be redeveloped by the 
private markets without public assistance. Increasingly limited public resources should 
be targeted to threshold and non-viable sites with the intent of making them viable and 
attracting private investment. For environmental and/or health reasons, governments may 
also want to target resources to selected non-viable sites that may not be redevelopable. 
Finally, governments may want to target resources to viable sites where projects can 
generate sub~tantial public benefits. 

All participants in brownfields revitalization-- communities, developers, federal 
and state governments, capital providers, community groups, and other interested parties -­
should be familiar with fmancing strategies for cleanup and redeyelopment. This report 
examines a wide variety of the financing strategies currently being used in brownfields 
projects. Major financing categories presented include -- equity participation, fees, taxes, 
debt finance, grants, informational/advisory services, liability assurances, fmancial 
assurances, and legislative reforms. The report matches, where possible, the .strategies to 
the stage(s) in the brownfields redevelopment process, and provides numerous real-life 
examples of how the strategies have been applied. But, the report is only a fust look at 
this important topic. It is not all inclusive by any means. 

Further study and analyses of brownfields fmancing strategies are needed. In 
addition, because of the complexity and difficulty of · brownfields redevelopment, 
cooperative approaches that include and assist all parties involved in brownfields 
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revitalization need to be examined and developed. Infonnation on new approaches should 
be widely sh;u:e<J and tested in communities throughout the country. 

One approach that should be considered to promote and share infonnation on 
brownfields financing was suggested in one ofEFAB's other reports entitled, '1nfonnation 
Needs of Capital Providers in Brownfields Redevelopment". That report proposed the 
creation of a Brownfields ·cleanup and Redevelopment Clearinghouse. Such a 
clearinghouse could be designed as a partnership between local governments, federal and 
State agencies, developers, capital providers, nonprofit associations, and community 
groups. It could provide newsletters, brochures_, consultations, referrals, _case studies, and 
data retrievals on numerous brownfields topics, including fmancing strategies. 
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