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Leveraging financing tools in the
redevelopment of contaminated properties

ontaminated prop-
g erties pose a sig-

nificant concern
for com-
munities.
The iden-
tification,
cleanup,
reuse and/
or redevel-
opment of
these prop-
erties are
often complicated by the
inability to find the finan-
cial resources to complete
the process. Many com-
munities lack the funding
necessary to get brownfield
sites identified and evalu-
ated in order to provide the
information necessary for
a prospective developer to
consider in purchasing the
property for his next rede-
velopment project.

The lack of financing
options has often been
identified as one of the
significant impediments to
the redevelopment of en-
vironmentally challenged
properties. To address this
issue the federal govern-
ment and many states gov-
ernments have established
various financing programs
that are available for many
aspects of contaminated
property redevelopment
projects such as site iden-
tification, planning, assess-
ment, cleanup and in some
instances construction.

These various financ-
ing options include loans,
grants, tax credits, tax
incentives as well as tax
advantage zones. How do
these options provide as-
sistance in the redevel-
opment of contaminated
properties? They can be
used to reduce a lender’s
risk, reduce a borrower’s
costs, improve a borrower’s
financial situation, as well
as provide a level of com-
fort to lenders or private
investors. Depending on
the type of redevelopment
effort, various financial in-
centives as well as techni-
cal assistance can be found
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in many programs admin-
istered by both the federal
and state government.

One such federal program
and initiative is The “Small
Business Liability Protec-
tion and Brownfield Revi-
talization Act” a law that
was enacted in January
2002 that authorizes up to
$200 million for brownfield
assessment and cleanup
grants. This federal fund-
ing mechanism can be used
in many cases to leverage
existing state and local
financial opportunities. In
2006, the U.S. Environ-
mental Protection Agency
(USEPA) made available
$70 million for site assess-
ment, cleanup, revolving
loan funds and job train-
ing grants to states. In
addition, $50 million was
made available to states
and tribes for implement-
ing voluntary cleanup pro-
grams. The USEPA has
other financial and techni-
cal assistance programs for
job training, revolving loan
funds, targeted assistance
grants and environmental
justice grants.

Other federal financing
tools that can be used to fa-
cilitate the redevelopment
of contaminated properties
include the U.S. Housing
and Urban Development
(HUD) Community De-
velopment Block Grant
(CDBG) program funding.
This program is imple-
mented locally to promote
economic and community
development. The CDBG
can be used for planning
activities, support services,
housing, site acquisition
and brownfield redevelop-
ment. The intent of the
program is to assist low
and moderate income per-
sons, address slums and
blight in the community, or
meet an urgent community
need. Another HUD pro-
gram that can be used by
communities to facilitate
property reuse activities
include Section 108 Loan
Guarantees, which can

be use to finance property
clearance, infrastructure,
or rehabilitation (including
cleanup). The HUD Brown-
field Economic Develop-
ment Initiative (BEDI) was
established to provide ad-
ditional funding assistance
for brownfield redevelop-
ment projects supported by
the Section 108 program.

The U.S. Economic De-
velopment Agency (EDA)
has programs that can also
be used by communities to
assist in the redevelopment
of contaminated properties.
The programs include pub-
lic works grants to finance
industrial property devel-
opment and infrastructure
preparation.

The U.S. Department of
Agriculture (USDA) pro-
vides funding opportuni-
ties to small communities
through its Rural Business
Development Grant, rural
utilities fund, rural hous-
ing funds, rural business
and industry funds, as well
as providing technical as-
sistance through its rural
Empowerment Zones and
Enterprise communities
programs. Moreover, it pro-
vides assistance through
its Urban Resources Part-
nership with funding and
technical assistance to
education and restoration
efforts for community-
based projects.

In addition to these fed-
eral grant and loan financ-
ing tools there are federal
tax incentives that can be
leveraged for contaminat-
ed property redevelopment
and revitalization. These
incentives include reha-
bilitation tax credits, low
income housing tax credits,
new market tax credits,
and the Federal Taxpayer
Relief Act that allows tax
expensing for the cleanup
costs associated with a con-
taminated property.

Other non-traditional
financial and technical as-
sistance programs can be
obtained through various
other federal agencies.

Some of these agencies
include the Army Corps
of Engineers, U.S. De-
partment of Transporta-
tion, Federal Emergency
Management Agency, and
the U.S. Small Business
Administration. While not
all of these mechanisms
address environmental
issues the funding can be
used to leverage financial
incentives that may al-
ready be in place.

As many of the readers
know there are also state
financing tools that include
grants and low interest
loans as well as munici-
pal tax incentives for the
redevelopment and reuse
of contaminated proper-
ties. Currently there are
approximately 22 States
across the country that
offer tax credit and/or tax
abatement financial incen-
tive programs. Approxi-
mately 13 States offer di-
rect financing assistance
such as low interest loans
and grant programs. The
most commonly used mu-
nicipal financial tools used
in the redevelopment of
contaminated properties
include tax increment fi-
nancing (TIF's), tax abate-
ments and/or property
transfers.

In addition, municipali-
ties should also evaluate
the various incentives and
financial opportunities
available through a num-
ber of other state agencies
such as a state’s Economic
Development Authority
(EDA). Many times the
EDA can provide financial
assistance with bonding
instruments, low interest
loans and grants.

Moreover, a State’s De-
partment of Transporta-
tion (DOT) can sometimes
provide financial assis-
tance for infrastructure
improvements that when
incorporated with other
funding mechanisms can
render that underutilized
contaminated property
into a viable option for re-
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use. Other DOT programs
that should be evaluated
include obtaining monies
for bicycle and pedestrian
pathways, transit village
concepts and park and
rides.

It should also be noted
that the financial and tech-
nical assistance programs
that are mentioned above
should be evaluated for use
in conjunction with vari-
ous insurance programs
that are available from
the insurance industry
for contaminated property
cleanup and redevelop-
ment.

Many successful con-
taminated property re-
development efforts take
into account the various
financial considerations
that are available. Let’s
face it many of these rede-
velopment projects would
not take place if the public
sector did not facilitate
the project through the
use of financial or techni-
cal assistance to make the
project a reality. What are
required to make use of the
many financial and techni-
cal assistance programs
available to municipali-
ties are careful planning,
vision and creativity to
ensure that your next re-
development effort moves
forward.

Leveraging state and fed-
eral resources with many
of the non-traditional fund-
ing opportunities provides
a solid foundation to ad-
vance contaminated prop-
erty reuse efforts. Link-
ing these various funding
options with the liability
release efforts in place on
the federal and state level
provides the much-needed
impetus to further reuse
efforts in many of our ur-
ban and suburban munici-
palities.

Terri Smith is the
brownfields coordina-
tor for Environmental
Liability Management,
Inc. located in Princ-
eton, NJ. m
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