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Department of Energy

The overarching mission of the Department of Energy
(DOE) is to advance the national, economic, and energy
security of the United States; to promote scientific and
technological innovation in support of that mission; and
to ensure the environmental cleanup of the national
nuclear weapons complex.

DOE supports brownfields reuse by providing technical
assistance in the fields of energy use and environmental
remediation and in the Los Alamos National Labora-
tory Sustainable Design Guide. DOE is the caretaker and
manager of both the facilities that manufactured nuclear
weapons and the property on which those weapons are
located.

. Technical assistance in the field of environmental
cleanup and stabilization.

» Financial assistance to transfer property for a public
purpose.

« Green Energy Parks at DOE facilities.

- Evaluations of brownfields as sites for renewable en-
ergy technologies.

The Office of Energy Efficiency and Renewable Energy
(EERE) works with industry and outside agencies through
two mechanisms: financial assistance and procurement.
Through financial assistance, EERE provides funding

for renewable energy and energy efficiency research
and development (R&D). Financial assistance awards
transfer money, property, or services to a recipient so
that it can accomplish a public purpose authorized by
federal statute. Financial assistance is provided with
grants, cooperative agreements, continuation awards,
and renewal awards. EERE also works with businesses,
industries, and others for the procurement of goods and
services. A procurement contract is used to purchase,

lease, or barter property or services for the benefit of the
federal government.

Eligibility Requirements: Financial assistance is avail-
able for businesses, industries, universities, and others.

Limitations: Competitive grants are the most common
type of financial assistance awarded by EERE. Coopera-
tive agreements are also competitive.

Availability: EERE awarded $2.2 billion in financial assis-
tance in FY 20009.

Uses/Applications Include:

- Renewable energy and energy efficiency research and
development; and

« Transfer of money, property, or services.

http://www.eere.energy.gov

The mission of the Office of Environmental Management
(EM) is to complete the safe cleanup of the environmen-
tal legacy brought about from five decades of nuclear
weapons development and government-sponsored
nuclear energy research. The Cold War left a legacy of
1.5 million cubic meters of solid waste and 88 million
gallons of liquid waste for disposition. The EM program
has made significant progress in shifting away from risk
management to embracing a mission-completion phi-
losophy based on reducing risk and environmental liabil-
ity. As an established operating cleanup-completion and
risk reduction program, EM focuses on tasks that include
remediating soil and groundwater contaminated with
radioactive and hazardous constituents, and fulfilling its
commitment to reduce risk and complete cleanup across
all sites for future generations. EM works in 35 states and
on properties that cover two million acres.

EM’s “Green Energy Parks” initiative will create or facilitate
land transfers to establish energy parks at DOE facilities.
DOE will partner with community reuse organizations
and others interested in establishing energy parks. The
type of energy at the park will depend on what the com-
munity wants and what suits the land. DOE will support
the partnership through technology and technical assis-
tance for remediation and property reuse efforts.

Limitations: Program activities are limited to contami-
nated nuclear weapons production and nuclear energy
research testing sites across the United States.
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Uses/Applications Include:

« Reducing risk and environmental liability at nuclear
production and nuclear energy research sites;

« Constructing and operating facilities to treat radioac-
tive liquid tank waste;

« Securing and storing nuclear materials in a stable,
safe configuration in secure locations;

« Transporting and disposing transuranic and low-level
wastes in a safe and cost-effective manner;

« Cleaning up soil and groundwater at EM sites; and
- Establishing Green Energy Parks at DOE facilities.

http://www.em.doe.gov/pages/emhome.aspx

The National Renewable Energy Laboratory (NREL) is the
nation’s primary laboratory for renewable energy and
energy efficiency research and development (R&D). Its
mission and strategy are focused on advancing DOE’s
and the nation’s energy goals. NREL's R&D capabilities
advance national energy goals by developing innova-
tions to change the way to power homes and business
and fuel cars. NREL works to evaluate brownfields for
renewable energy potential on behalf of the EPA. It has
collected information on brownfields that are ready
for redevelopment, and determined their suitability for
renewable energy technologies.

http.//www.nrel.qov/overview

The Los Alamos National Laboratory (LANL) is a premier
national security research institution, delivering scientific
and engineering solutions for the nation’s most crucial
and complex problems. Its work also advances earth

and environmental sciences. LANL produced the LANL
Sustainable Design Guide, which recommends selecting

properties with opportunities for minimal environmental

impacts, including brownfields, for development.

http://www.lanl.gov/discover/planet
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SNAPSHOT - AUSTIN, TEXAS

The new 169-bed Dell Children’s Medical Center of
Central Texas, was built on 32.2 acres of a 709-acre
brownfield site, the former municipal airport in Austin.
One of the most energy-efficient hospitals in the
world, the Dell Children’s Medical Center is the first
inpatient hospital to achieve Leadership in Energy
and Environmental Design (LEED) certification at the
platinum level, the highest offered through the U.S.
Green Building Council. Developers saved $8 mil-
lion in capital outlays by outsourcing power, heating
and chilled-water needs to Austin Energy, which
installed a combined heating and power (CHP) sys-
tem. For Austin Energy, what made the project at-
tractive was its eligibility for a $3 million Department
of Energy CHP demonstration project grant under
the cost share funding integrated energy system so-
licitation program. In turn, the hospital will purchase
power and chilled water from Austin Energy’s on-site
plant at tariffed rates over a 30-year term.
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Energy Efficiency and Renewable Energy

As communities become more concerned about the
economic and environmental impacts of the use of fossil
fuels, renewable energy technologies are expected to
play a greater role in meeting future electricity demand.
Americans used renewable energy sources, including
water (hydroelectric), wood, biofuels, wind, organic
waste, geothermal, and solar, to meet about eight per-
cent of total energy needs and 10 percent of electricity
generation needs in 2009. The U.S. Energy Information
Administration projects that renewable-generated elec-
tricity will account for 17 percent of total U.S. electricity
generation in 2035. This growth will be driven mainly by
the extension of federal tax credits, new loan and grant
programs, and state requirements.

Identifying and using land located in areas that are
amenable to high-quality renewable energy alterna-
tives will be an essential component to developing new
renewable energy sources. EPA estimates that there are
approximately 490,000 sites and almost 15 million acres
of potentially contaminated properties across the United
States that are tracked by EPA. This estimate includes Su-
perfund sites, Resource Conservation and Recovery Act
(RCRA) sites, abandoned mine lands, and some brown-
fields. Cleanup goals are achieved and controls put in
place to ensure long-term protection for more than
917,000 acres of formerly contaminated lands. Through
coordination and partnerships among federal, state,
tribal and other government agencies, utilities, com-
munities, and the private sector, many new renewable
energy facilities may be developed on many remaining
potentially contaminated properties.

Combining energy incentives with contaminated land
cleanup incentives can allow investors and commu-
nities to create economically viable, non-polluting,
renewable-energy redevelopment projects on brown-
fields, particularly sites where local economic conditions
prohibit traditional reuse of the site. Recently enacted
statutes, including the Energy Policy Act of 2005, the
Energy Improvement and Extension Act of 2008 (EIEA),
and the American Recovery and Reinvestment Act of
2009 (ARRA), created, expanded, or extended incentive
programs such as tax incentives, loans, grants, and loan
guarantees to encourage renewable energy generation
and energy efficiency projects. This section contains
information about the federal tax incentives that are
available to potential developers considering the siting
of renewable energy generation and energy efficiency
projects on brownfields.

The Energy Policy Act of 2005 established a tax deduc-
tion for energy-efficient commercial buildings placed
in service through the end of 2007. This deduction was
subsequently extended through 2008, and then again
through 2013. A tax deduction of $1.80 per square foot
is available to owners of new or existing buildings who
install lighting, heating, cooling, ventilation, or other sys-
tems that reduce the building’s total energy and power
cost by 50 percent or more in comparison to a building
meeting certain minimum requirements. Deductions of
$0.60 per square foot are available to owners of build-
ings for which energy-efficiency measures are installed
but total energy and power cost savings from these
improvements do not meet the 50 percent threshold.

The deductions are available primarily to building own-
ers. Deductions are taken in the year when construction
is completed. Energy savings must be calculated using
qualified computer software approved by the IRS. The
IRS released interim guidance in June 2006 to enable
taxpayers to obtain a certification that a property satis-
fies the energy efficiency requirements contained in the
statute. IRS Notice 2008-14 (http://www.irs.gov/irb/2008-
14 _IRB/ar12.html) was issued in March of 2008 to fur-
ther clarify the rules. DOE's National Renewable Energy
Laboratory published a report (http://www.nrel.gov/docs/
fy070sti/40467.pdf) that provides guidelines for the mod-
eling and inspection of energy savings required by the
statute. DOE also compiled a list of qualified computer
software for calculating commercial building energy and
power cost savings (http://www 1.eere.energy.gov/build-
ings/qualified software.html).

The business energy federal investment tax credit
provides incentives for the development and deploy-
ment of renewable energy technologies. Prior to 2005,

a 10 percent federal investment tax credit was available
to businesses to offset capital expenditures for solar or
geothermal energy property. The federal Energy Policy
Act of 2005 expanded the tax credit to include fuel cells,
microturbines, and hybrid solar lighting systems and
raised the tax credit for solar to 30 percent. The tax cred-
its were expanded significantly by EIEA and ARRA. Cur-
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rent tax credits are briefly summarized below for eligible
technologies placed in service before the end of 2016.

« Solar. In general, the tax credit is equal to 30 percent
of expenditures, with no maximum credit, for eli-
gible systems. Eligible solar energy property includes
equipment that uses solar energy to generate elec-
tricity, heat or cool a structure, heat water for use in a
structure, provide solar process heat, and illuminate
the inside of a structure using fiber-optic distributed
sunlight. Passive solar systems and solar pool-heating
systems are not eligible.

« Fuel Cells. The tax credit is equal to 30 percent of
expenditures, with no maximum credit. However, the
credit for fuel cells is capped at $1,500 per 0.5 kilo-
watt of capacity. Eligible property includes fuel cells
with a minimum capacity of 0.5 kilowatts that have
an electricity-only generation efficiency of 30 percent
or higher.

« Small Wind Turbines. The tax credit is equal to 30
percent of expenditures, with no maximum credit.
Eligible small wind property includes wind turbines
up to 100 kilowatts in capacity.

« Geothermal Systems. The tax credit is equal to 10
percent of expenditures, with no maximum credit
limit stated. Eligible geothermal energy property
includes geothermal heat pumps and equipment
used to produce power from a geothermal deposit.
The credit for geothermal energy property, exclud-
ing geothermal heat pumps, has no stated expiration
date.

« Microturbines. The tax credit is equal to 10 percent
of expenditures, with no maximum credit limit stated.
The credit for microturbines is capped at $200 per
kilowatt of capacity. Eligible property includes micro-
turbines up to two megawatts in capacity that have
an electricity-only generation efficiency of 26 percent
or higher.

« Combined Heat and Power (CHP). CHP systems, also
known as cogeneration, recover heat from waste
to generate electrical and/or mechanical power for
heating, cooling, dehumidification, and other uses.
The credit is equal to 10 percent of expenditures,
with no maximum limit stated. Eligible CHP property
generally includes systems up to 50 megawatts in
capacity that exceed 60 percent energy efficiency.
The efficiency requirement does not apply to CHP
systems that use biomass for at least 90 percent of
the system’s energy source.

In general, the taxpayer receiving the tax credit must
be the original user or constructor of the building. The
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energy property must be operational in the year in which
the credit is first taken. EIEA allows utilities to use the
credits and allows taxpayers to take the credit against
the alternative minimum tax (AMT), subject to certain
limitations. ARRA repealed a previous restriction on the
use of the credit for eligible projects also supported by
“subsidized energy financing.”

ARRA allows taxpayers eligible for the business energy
investment tax credit to apply for and receive a non-
competitive grant from the U.S. Treasury Department

in lieu of taking the tax credit for new installations. The
maximum amount of the grant is limited to 30 percent
or 10 percent of the eligible costs, depending on the
type of project. The grant is only available to systems
where construction begins prior to the end of 2011. Ap-
plications for the grant are available on the U.S. Depart-
ment of Treasury’s website (http://www.treas.gov/recov-

ery/1603.shtml).

The renewable electricity production tax credit reduces
the federal income taxes of qualified tax-paying owners
of renewable energy projects based on the electrical out-
put, measured in kilowatt-hours, of grid-connected re-
newable energy facilities. This type of credit differs from
an investment tax credit, which reduces federal income
taxes based on capital investment in renewable energy
projects. Originally enacted in 1992, the production tax
credit was renewed and expanded numerous times, most
recently in October 2008 and in February 2009.

The tax credit amount is 1.5 cents per kilowatt-hour in
1993 dollars (now equal to 2.2 cents per kilowatt-hour
indexed for inflation) for some technologies, and half of
that amount for others. The rules governing the pro-
duction tax credit vary by resource and facility type.
Renewable technologies that qualify for the production
tax credit include wind energy, closed-loop biomass,
open-loop biomass, geothermal energy, landfill gas
production, municipal solid waste combustion, quali-
fied hydroelectric energy, and marine and hydrokinetic
(150 kilowatt or larger) energy. The deadline for placing
systems in service and qualifying for the tax credit is the
end of 2013, except for wind projects, which must be
placed in service by at the end of 2012. The duration of
the credit is generally 10 years after the date the facil-
ity is placed in service, with some exceptions. The tax
credit is reduced for projects that receive other federal
tax credits, grants, tax-exempt financing, or subsidized
energy financing.

ARRA allows taxpayers eligible for the production tax
credit the alternatives of taking the business energy
investment tax credit (described above) or receiving a
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grant from the U.S. Treasury Department for new instal-
lations. The grant is only available to systems where con-
struction begins prior to the end of 2011. Applications
for the grant are available on the U.S. Department of
Treasury’s website (http://www.treas.gov/recovery/1603.
shtml).

Businesses typically are allowed to deduct the costs

of capital expenditures over time according to various
depreciation schedules. Under the IRS’s modified accel-
erated cost recovery system (MACRS), certain renewable
energy technologies are classified as five-year property,
which means that the cost of the equipment can be de-
preciated for federal income tax purposes over a period
of five years, as determined by the IRS’s depreciation
schedule. The Emergency Economic Stabilization Act of
2008 included a 50 percent “bonus” depreciation provi-
sion for eligible renewable energy systems that allows
taxpayers to deduct 50 percent of the cost of the proper-
ty in the year in which it was placed in service, with the
remaining 50 percent depreciated over the remaining
MACRS depreciation schedule.

Various statutes enacted over the past few years amended
the bonus depreciation. Eligible property currently
includes a variety of solar-electric and solar-thermal
technologies, fuel cells and microturbines, geothermal
electric, direct-use geothermal and geothermal heat
pumps, wind energy, and CHP. The first-year 50 percent
deduction is extended through 2012. A first-year 100
percent deduction may be taken for certain property
placed in service after September 8, 2010, and before
January 1, 2012.

The bonus depreciation rules do not override the de-
preciation limit applicable to projects qualifying for the
business energy investment tax credit. If a taxpayer takes
advantage of the business energy investment tax credit,
the amount of the bonus depreciation will be reduced.
For more information on the federal MACRS, see IRS
Publication 946 (http://www.irs.gov/publications/p946/
index.html).

Established by the federal Energy Policy Act of 1992, the
federal Renewable Energy Production Incentive (REPI)
provides incentive payments for electricity generated
and sold by new qualifying renewable energy facilities
owned and operated by government and non-profit en-
tities. Qualifying systems are eligible for annual incentive

payments of 1.5 cents per kilowatt-hour in 1993 dollars
(now 2.2 cents per kilowatt-hour indexed for inflation)
for the first 10-year period of their operation, subject to
the availability of annual appropriations in each federal
fiscal year of operation. REPI is designed to complement
the federal renewable electricity production tax credit,
which is available only to businesses that pay federal
corporate taxes.

Qualifying systems must generate electricity using solar,
wind, certain geothermal, certain biomass, landfill gas,
livestock methane, or ocean resources (including tidal,
wave, current, and thermal). An eligible facility must

be operational before October 1, 2016. The production
payment applies only to the electricity sold to another
entity. Eligible electric production facilities include not-
for-profit electrical cooperatives, public utilities, state
governments and their political subdivisions, U.S. terri-
tories, the District of Columbia, and Indian tribal govern-
ments. Appropriations are authorized through fiscal year
2026. Program funding is determined each year as part
of DOE’s budget process, therefore, the full amount of
incentive payments may not be available. Funds will be
awarded on a pro rata basis, if necessary. More informa-
tion, and details about the application procedures, are
provided on DOE’s REPI website (http://appsi.eere.energy.

gov/repi/).

Public utilities may offer energy conservation subsidies
to corporations and homeowners to encourage instal-
lation of “energy conservation measures” that reduce
consumption of electricity or natural gas or improve the
management of energy demand. The subsidies may be
a direct payment of cash or an indirect payment in the
form of credits or reduced rates. According to Section
136 of the U.S. Code, energy conservation subsidies
provided to customers by public utilities, either directly
or indirectly, are non-taxable. Eligible dwelling units
include houses, apartments, condominiums, mobile
homes, and similar properties. This exclusion may not
apply to electricity-generating systems if a taxpayer
claims federal tax credits or deductions for the energy
conservation property (a taxpayer may not claim a tax
credit for an expense that the taxpayer ultimately did
not pay). The exclusion also may not apply for residential
solar-thermal projects and solar-electric systems. Tax-
payers considering using this provision for a renewable
energy system should discuss the details of the project
with a tax professional.
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The federal Energy Policy Act of 2005 established tax
credits of up to $2,000 for builders of all new energy-
efficient homes, including manufactured homes. Initially
scheduled to expire at the end of 2007, the tax credit
was extended several times and is now effective through
the end of 2011. Site-built homes qualify for a $2,000
credit if they are certified to reduce heating and cool-
ing energy consumption by 50 percent relative to the
International Energy Conservation Code standard, meet
minimum efficiency standards established by DOE, and
building envelope improvements account for at least
one-fifth of the reduction in energy consumption. IRS No-
tice 2006-27 (http://www.irs.gov/irb/2006-11 _IRB/ar12.html)
provides guidance for this credit. Manufactured homes
must also conform to Federal Manufactured Home
Construction and Safety Standards to qualify for a $2,000
credit. Manufactured homes qualify for a $1,000 credit

if they reduce energy consumption by 30 percent and
building envelope component improvements account
for at least one-third of the reduction in energy con-
sumption. Alternatively, manufactured homes qualify if
they meet Energy Star Labeled Homes requirements. IRS
Notice 2006-28 (http.//www.irs.gov/pub/irs-drop/n-06-28.
pdf) provides guidance for the credit for building ener-
gy-efficient manufactured homes.

As with the tax credits described in earlier sections,
integrating energy tax incentives into a project’s financ-
ing strategy can enhance project cash flow by offsetting
cleanup and construction costs. Using the tax incentives
can provide brownfields developers an added income
boost. Energy projects can be ideal at brownfields for
which there is insufficient market interest to support
more traditional economic redevelopment projects.
These properties may have been idle for years and can
be purchased relatively inexpensively.

The descriptions of these incentives are simplified ver-
sions of those contained in the tax code, which often
contains additional caveats, restrictions, and modifica-
tions. Those interested in these incentives should re-
view the relevant sections of the tax code in detail and
consult with a tax professional prior to making business
decisions.
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There are many sources of additional information on re-
newable energy and energy efficiency. Some of the more
comprehensive sources include:

« EPA’s website on RE-Powering America’s Land, http.//
www.epa.gov/oswercpa/, which includes maps of the
renewable energy potential of current and formerly
contaminated land and mine sites and fact sheets de-
scribing state incentives for renewable energy devel-
opment.

- DOE’s DSIRE website, http://www.dsireusa.org/, is a
comprehensive source of information on state, local,
utility, and federal incentives that promote renewable
energy and energy efficiency. Established in 1995 and
funded by DOE, DSIRE is an ongoing project of the
N.C. Solar Center and the Interstate Renewable Energy
Council and is updated frequently.

« EPA established the Combined Heat and Power
Partnership in 2001 to encourage cost-effective CHP
projects by fostering cooperative relationships with
the CHP industry, state and local governments, and
other stakeholders. The CHP Partnership website is at
http://www.epa.gov/chp/.

SNAPSHOT - EUGENE, OREGON

SeQuential Biofuels is the first all-biofuels filling
station in Oregon. The station and adjacent natural
foods convenience store were built on a 0.7-acre
petroleum brownfield in Eugene. The design for
the service station and retail center incorporated
many sustainable development elements, such as
solar power, passive solar heating, bioswales, and
a green roof. The project team assembled a cre-
ative financing package that included $250,000 in
business energy tax credits that helped make the
energy efficiency and alternative fuel components
of the project possible. The project was recognized
for energy innovation with a special Phoenix Award

in 2007.
J
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State Finance Support

Many states adopted their own financing programs and
approaches to enable integration of traditional state
development programs into the brownfields financing
mix. Such programs include tax incentives and credits,
targeted financial assistance, as well as direct brown-
fields financing.

Although many states are facing difficult budget choices
that may reduce funding or suspend some programs due
to the recent economic downturn, all states have ongo-
ing economic development, environmental, transporta-
tion, infrastructure, and other programs and incentives
that can contribute to brownfields revitalization. States
can help communities channel resources and incentives
toward community development, job creation, and simi-
lar activities to address brownfields cleanup and redevel-
opment. Increasingly, effective approaches involve link-
ing federal and state development programs to provide
the continuum of financing needed to address brown-
fields challenges, from assessment and cleanup to rede-
velopment and reuse. (For more information on financ-
ing brownfields redevelopment projects, see Financing
Brownfields: State Program Highlights, at http://epa.gov/
brownfields/partners/finan _brownfields epa print.pdf).

Key types of state programs are described below.

Tax-based programs help a brownfield project’s cash
flow by allowing resources normally spent to pay taxes
to be used for site assessment or cleanup. This can help
site redevelopers find financing to address contaminated
properties. The extra cash flow resulting from a tax break
also can improve a project’s appeal to lenders. State and
federal tax incentives historically are used to channel
investment capital into economic development of dis-
tressed areas, such as “enterprise zones,” and to promote
job creation, housing development, or other desired
community and social outcomes. Targeting brownfields
is a natural extension of this economic incentive. Most
brownfield-related tax incentives aim to offset cleanup
costs or provide a buffer against increases in property
values that would raise tax assessments before the site
preparation costs are paid off. About half of the states
offer some type of tax incentive, including:

« Deferral of increased property taxes (North Carolina,
Texas, and Connecticut);

- Remediation tax credits (lllinois, Ohio, and Wisconsin);

« Property tax abatements for prospective purchasers
taking sites through a state voluntary cleanup pro-
gram (Kentucky);

. Cancellation of back taxes (Wisconsin);

+ Rebates of sales taxes to offset cleanup costs (New
Jersey);

. Tax incentive “menu” to enhance reuser financial flex-
ibility (Missouri);

« Job creation and affordable housing tax incentive
“bonuses” (Florida); and

+ Business tax offset (Michigan).

Gaps in the availability of capital, especially for financ-
ing site cleanup and preparation, remain the biggest
barrier to brownfields reuse. Many states address this

by establishing financing incentives—either through
direct financing tools, such as loans or grants, or indirect
financing assistance, such as project subsidies. These
programs are intended to meet one of several objec-
tives. They can be targeted to help finance specific parts
of the project, such as site preparation; to increase the
lender’s comfort by offering guarantees to limit the risk
of potential losses; or to ease the borrower’s cash flow
by filling certain capital needs or offsetting the upfront
costs of site cleanup. Twenty-three states offer some sort
of targeted brownfields financial assistance, including:

- Tax increment financing (TIF) guarantee program,
which brings additional comfort to TIF-backed efforts
at brownfield sites (Pennsylvania);

- Forgivable remediation loans, recently expanded to
petroleum sites (Indiana);

+ Low-interest loans and loan guarantees for a range of
site activities including contractor/tax lien purchases
(Florida);

« Insurance subsidies (Massachusetts and Wisconsin);
«  Brownfield redevelopment authorities (Michigan);

« Focus on agricultural-related contaminants (Kansas);
and

- Brownfield redevelopment loan program (lllinois).
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About 15 states have programs to provide direct brown-
fields financing, usually in locations or situations where
the private sector may be reluctant to provide funds.
Although several of these programs have been signifi-
cantly cut or placed on hold as states grapple with bud-
get shortfalls, they are illustrative of the types of support
that states deem vital to trigger brownfield revitalization:

« Rural loan fund for small cities backed by Community
Development Block Grants (Washington);

« Targeted bond issue proceeds (Ohio, through the
Clean Ohio Revitalization Fund);

« Low-interest cleanup loans (Delaware, Indiana, and
Wisconsin);

- Remediation grant funds (New Jersey and Minnesota);

- State revolving loan or redevelopment funds (Indiana,
Michigan, Wisconsin, and Massachusetts);

- Capital grants for “green” components of redevelop-
ment projects (Pennsylvania); and

« Matching grants to leverage federal programs with
matching requirements (Indiana).

As revenues decline, more states explore initiatives that
expedite the financing process, attract other program
resources, and save money in the long run. At least a
dozen states have some type of “low-cost/no-cost” initia-
tive in place to facilitate financing with minimal cash
outlays, using tools such as cancellation of delinquent
taxes for new purchasers as part of an agreement to
clean up contaminated property. State budget crises
have increased the focus on these approaches:

+ Linking site owners to state voluntary cleanup pro-
grams (VCPs) and brownfields programs that can
clarify or provide relief from liability and facilitate the
use of environmental insurance.

« Educating site owners about ways in which state
VCPs and brownfields programs can facilitate access
to other financing tools, such as use of the federal
brownfields tax expensing incentive.

+ Helping site owners implement institutional controls,
engineering controls, or innovative technologies in
ways that allow cleanup and redevelopment to take
place concurrently rather than sequentially, saving
time and money.

m Brownfields Federal Programs Guide

As with federal programs, many state programs were
designed, and their rules defined, long before brown-
fields concerns surfaced. Many states are exploring ways
to adapt traditional community and economic devel-
opment financing programs to meet brownfield reuse
needs by expanding eligibility criteria and program
goals to include environmental assessment, cleanup, and
site preparation. In many states, these involve a com-
bination of incentives that may include loan programs;
loan guarantees; tax credits, abatements, and other in-
centives; state enterprise zones; state clean water revolv-
ing loan funds; state transportation funding allocations;
and financing enhancements linked to state VCPs.

Loan Programs: Nearly every state offers economic
development loans that can provide excellent leverage
if properly coordinated with, and targeted to, the special
financing needs of brownfields. Loans are made directly
to or through development agencies, authorities, or
corporations. These programs are capitalized from a
variety of sources, including general appropriations, fee
collections, or repayments from previous federal or state
project loans.

Illinois offers a Brownfield Redevelopment Loan Program
that provides low-interest loans to local governments
and private parties for site assessment, remediation, and
demolition costs. This is intended to complement the
state’s existing grant program, which gives cities fixed-
rate loans to pay for site assessments and the prepara-
tion of cleanup plans. The Mississippi River town of Rock
Island used these programs, in conjunction with federal
transportation funds, to transform a derelict riverfront
manufacturing site into a new mixed-use commercial
and residential development. The state programs helped
with site preparation and construction of the infrastruc-
ture needed to serve the new uses. Kansas City tapped
into Missouri state business development programs to
clean up and transform the former Kansas City Terminal
Railway yard into unique office space, creating 600 new
jobs.

Loan Guarantees: Many states offer loan guarantees to
minimize the risks that make financial institutions hesi-
tant to lend to projects on brownfield properties. Small
businesses, start-ups, and new technology ventures typi-
cally are viewed by traditional lenders as especially risky
and often are provided for in state loan guarantee pro-




grams. While relatively few loan guarantees are provided
specifically to address environmental risks, loan guaran-
tees for this purpose fall within the scope of many states’
existing programs. In particular, loan guarantees can help
attract private investments at sites where federal infra-
structure or site improvement programs are involved. To
this end, Florida has added a loan guarantee program to
its brownfields toolbox. Florida’s program provides five
years of guarantees or loan-loss reserves for primary-
lender loans made to redevelopment projects in defined
brownfields areas.

Tax Credits, Abatements, and Other Incentives: State
incentives can help a project’s cash flow, and many
states link their incentives programs to federal program
incentives. The incentives can attract investment capital
and promote economic development in economically
distressed areas, including those with brownfields.

Some states, such as Wisconsin, successfully linked state
tax incentives (such as forgiveness of back taxes) with
federal tax credits. At the Sherman Park project in Mil-
waukee, forgiveness of nine years of back taxes attracted
a small community developer to an abandoned but his-
torically significant gas station dating back to the 1930s.
The developer also used federal historic rehabilitation
tax credits and city business development loan funds to
redevelop the site.

In Rhode Island, state historic preservation tax credits
are linked with federal incentives to create a powerful
inducement to renovate historic, and often abandoned,
brownfield sites. A considerable number of residential
rental units were developed using this combined incen-
tive package, which can recover as much as 40 percent
of renovation costs.

In Colorado, tax credits were established to encourage
smaller site cleanups. The state program provides a 50
percent tax credit against the first $100,000 of cleanup
costs, 30 percent of the second $100,000, and 20 percent
of the next $100,000.

State Enterprise Zones: More than 30 states currently
administer their own enterprise zone programs that
offer tax, training, and other development incentives to
encourage investment and job creation in economically
distressed areas. Nationwide, states have designated
more than 1,400 areas as enterprise zones. Most state
enterprise zone programs provide some blend of fiscal
incentives, such as tax credits, tax abatements, and access
to low-cost development capital, and these could be
targeted to brownfield projects. A brownfields developer
working to create a shopping complex in Elizabeth,
New Jersey, for example, was able to market a former

dump site because of the reduced sales tax incentive
(only three percent) available to commercial operations
located within the state-designated enterprise zone.

State Clean Water Revolving Loan Funds: The U.S. EPA
provides annual funding to each state to capitalize its
Clean Water State Revolving Loan Funds (CWSRLFs). This
funding has considerable potential at brownfields where
water quality is an issue. In particular, a brownfield
cleanup to correct or prevent water quality problems
can be considered eligible for CWSRIF funds if it focuses
on abatement of polluted runoff, control of storm water
runoff, correction of groundwater contamination, or
remediation of petroleum contamination. States can use
their CWSRLFs to make low-interest or no-interest loans
for up to 20 years to cover the costs of brownfields-
related activities such as excavation and disposal of
underground storage tanks; capping of wells; excavation,
removal, and disposal of contaminated soil or sediment;
or environmental site assessments.

EPA allows communities, municipalities, individuals, citizen
groups, and nonprofit organizations to apply for loans
from the CWSRIFs. Each state determines which entities
may use its revolving loan fund resources. Usually, loans
are repaid through developer fees; recreational fees;
dedicated portions of state, county, or local government
taxes; storm water management fees; or wastewater user
charges. Only a few states, notably New York, New Mexico,
and Ohio, encourage the use of these resources for brown-
fields-related projects. Ohio is recognized as the national
leader in this regard. In Cleveland, the Grant Realty Com-
pany used a clean water revolving loan from Cuyahoga
County to clean contaminated groundwater and soil at a
20-acre industrial site and prepare the site for commercial
use. Repayment is coming from the income stream of a
tank-cleaning operation located on the site, with a person-
al loan guarantee and second mortgage as collateral.

State Transportation Funding Allocations: Many states
are encouraging communities to use transportation funds
for brownfields. As a growing list of examples shows, rede-
velopment projects often can be conducted in conjunction
with transportation-related projects. Some brownfields
are old transportation facilities in need of upgrading. The
City of Portland, Oregon, reused brownfields as part of its
Macadam District and Union Station area neighborhood
redevelopments. In some cases, brownfields redevelop-
ment projects may need transportation infrastructure
improvements to make the project more marketable,
typically by expanding access for vehicles, freight, or
passengers. Buffalo, New York, did this with its William
Gaiter Parkway project, as has Old Town, Maine, with its
waterfront redevelopment initiative. Brownfield cleanups
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increasingly are incorporating transportation projects as
part of the site cleanup by using roads, parking lots, and
other transportation structures as caps to limit exposures
to subsurface contamination. Towns from Emeryville,
California, to Bridgeport, Connecticut, used transportation
funding for these purposes.

Financing Enhancements Linked to State VCPs: Every
state now has a voluntary cleanup program (VCP). Some
VCPs significantly expanded and improved since passage of
the Brownfields Law, which provided funding for states
to develop and enhance such programs. State VCPs make
the cleanup process more predictable and bring more
certainty to brownfields reuse by offering some liability
relief. This increased level of certainty in brownfields
transactions is recognized in the private financing and
real estate markets. State VCPs are continuing to evolve
and are expediting the financing process by attracting
seed resources or offering incentives to leverage private
investment in brownfields projects. Milwaukee, Cincin-
nati, and other cities link local incentives to redevelop-
ment at sites that complete the state VCP process. In
addition, the federal brownfield tax expensing incentive
is available only to site owners whose properties are
certified as a brownfield by a state VCP or designated
state agency.

State Incentives for Renewable Energy Development:
EPA encourages renewable energy development on cur-
rent and formerly contaminated land and mine sites. In
addition to federal tax incentives for energy efficiency
and renewable energy development (which are de-
scribed in the previous section), individual states offer

a variety of incentives for renewable energy generation
and contaminated land redevelopment.

EPA's website on RE-Powering America’s Land, http.//
www.epd.gov/oswercpd/ includes maps of the renewable
energy potential of current and formerly contaminated
land and mine sites and fact sheets that provide infor-
mation for each state on available funding (grants, loans,
bonds, etc.), tax incentives (abatements, deductions,
credits, etc.), technical assistance, and other incentives
offered at the state level. There also is information on
renewable portfolio standards, net metering, public
benefits funds, electricity generation by energy source,
limitations on liability, estimated number of contaminat-
ed properties, and points of contact for each state.
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