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Wh a t Thr s D/ scus

» State financing tools and their role In
| everagi ng br ownwhate | ¢
various types are in place?

« Range of federal tools that can be linked to
brownf i el dwithafocasoa taxn g .
Incentives

« Examplese al ong t he way



Public Tools Can Be Used in a Variety of
Ways to Leverage Brownfield Transactions

U To provide resources directly

U Grants; forgivable/
performance loans

But al so t o e
U Reduce | ender’ s T SsK
U loan guarantees; companion loans
U Reduce borrower’s cost s
* Interestrate reductions/subsidies; due diligence assistance
Ul mprove the borrower’s filnar

* re-payment grace periods; tax abatements and incentives;
technical assistance help

U Provide comfort to lenders or investors
« performance data, risk management/corroboration




How Can Public Programs Help
Finance Brownfield Redevelopment?

* brownfield redevelopment/revitalization plannlng
e Site acquisition A

« environmental site assessment é‘, 4
. removal or remediation of contamination >

» site clearance, demolition, and debris removal
 construction, rehabilitation of buildings

« construction of infrastructure, related improvements
that enhance contaminated property value

Activities carried out In partnerships with the
private sector, or to leverage private participation



Tax Credits, Abatements, Incentives
Offered by 22 states, including

 deferral of increased property taxes — Connecticut
and Texas

 tax incentives for affordable housing -- Florida
 remediation tax credits — lllinois and Colorado

e cancellation of back taxes — Wisconsin and
Massachusetts

« sales tax rebates to offset cleanup costs — New Jersey

« advantageous tax treatment of brownfield property
Improvements T North Carolina

et ax 1 Ncent-+Mssour—me n u ll



MIi ssouri 0s | ncie@oing v
a | a carte for t he

« Missouri Brownfield Redevelopment Program

— Offers loans, loan guarantees, for properties abandoned
or underused for at least 3 years

— Menu of jobs, investment, and property tax credits, up to
entire amount of cleanup
» Abandoned rail roundhouse complex to office park
and small business incubator




Targeted Financial Assistance
Offered in 19 states, including

« Pe nns vy | bvoanfieldaldFsguarantees
 Indiana’ s f or gl vabl e r emec

eFl ortdaosbonus refund.l
creation

e Massachuset tiasuranddisupsadlesn s

Kansas s f ocus o4drelaagr 1 c ul
contaminants

Michigan s Br ownf i el d Rede
Authorities




Revamping traditional development
entities to target brownfield reuse

* Michigan has created a
special category of
development authority

« Cities, towns and counties A _
canestablishi br own f ﬁ"és.l d=
redevelopment authoritidis

« Exercise traditional
development authority
powers: expedited title
clearance, TIF and bond .
financing; eligible applicants ===
for other federal programs




Direct Financing Assistance
Offered in 13 states, including

 |low Interest cleanup loans — Wisconsin
remediation grant funds — New Jersey, Minnesota

» state revolving loan or redevelopment funds —
Wisconsin and Massachusetts

 petroleum-specific cleanup grants — Indiana

 targeting state clean water RLF to brownfield site
cleanup —Maine, New Mexico, New York, Ohio

» state site assessment grants — Delaware



Filling time-sensitive financing gaps

~-Del aware’s Phase || site
grants, offering $100,000 grants to expedite
economic development or mixed-use projects

— Riverfront warehouse/chemical/industrial dump site
Into residential/commercial complek Wilmington
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Christina Landing Site Plan




Process Initiatives to Enhance Project

Financing What s as GO«
Initiatives offered in at least 10 states, 40

* Promote cost-cutting ICs, RBCA strategies
» Encourage new cleanup technologies

* Integrate energy efficiency, green building, other

approaches with common goals
» Promote cost-cutting ICs, RBCA strategies

« Expedite review and permitting for brownfield projects

OverallT to provide a redevelopment climate that

encourages better framing, management of risk



Integrating reuse processes

» Wisconsin allows new owners, working thru VCP, to
have back taxes walved, expedite transfer of tax
delinquent properties, to level the playing field and
attract new investors

 Gas station to coffee shop Milwaukee
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FIr nanci ng

What s Been

Loans

U EDA capital for local revolving loan funds

U HUD funds for locally determined CDBG
loans and “floats”

U EPA capitalized revolving loan funds

U SBA’s microloans

U SBA’s Section 504 development company
debentures

U EPA capitalized clean water revolving loan
funds (priorities set/ programs run by each
state)

U HUD’s Section 108 loan guarantees

U SBA’s Section 7(a) and Low-Doc programs

U USDA business, intermediary, development
loans

Grants

U HUD’s Brownfield Economic Development
Initiative (BEDI)

U HUD’s Community Development Block
Grants (for projects locally determined)

U EPA assessment, cleanup grants

U EDA public works and economic adjustment

Used 1 n

Progr ams A

Br own?f

Grants (continued)
DOT (various system construction,
preservation, rehabilitation programs)

U  Army Corps of Engineers (ceshared
services)

U USDA community facility, business and
industry grants

Equity capital
U SBA Small Business Investment Cos.

Tax incentives and tax-exempt financing

U Targeted expensing of cleanup costs
U  Historic rehabilitation tax credits

U  Low-income housing tax credits

U  Industrial development bonds

U  Energy efficiency construction credits

Tax-advantaged zones
u HUD/USDA Empowerment Zones
u  HUD/USDA Enterprise Communities



Federal tax incentives that can be linked
to brownfield redevelopment all at little
or no cost to
« Rehabilitation tax credits
* Low Income housing tax credits

« New markets tax credits

« Brownfield cleanup expensing

* Energy incentives adopted, extended In
ARRA, HERA



How Tax Incentives Can Leverage
Private Capital for Brownfield Projects

U Increase project’s internal rate of return
U Ease borrower’s cash flow by freeing up
cash ordinarily needed for tax payments

U Some credits can be sold for cash, or
syndicated to attract additional investment

U Credits attract different players to the
redevelopment table

U Not subject to competitive grant process




Rehabilitation Tax Credits

U Taken the year renovated building Is put into
service

U 20% credit for work done on historic structures,
with renab work certified by state

U 10% credit for work on “non-historic” structures
build before 1936, no certification required

In 2008- 1,231 projects, $1.12 billion in credits

U leveraged $5.64 billion in private investment

U led to nearly 68,000 jobs

U resulted in 17,051 housing unit$,200 affordable



Rehab tax credits: Renailssance Grand
Hotel St Louls, MO
* Developer led publiprivate

partnership that renovated two defu
historic landmark hotels, in addition| g
23-story new construction

« Project included the old Statler Hote @&
built in 1917-- the Ftair-conditioned e
hotel in the country

« Kimberly-Clark Corp provided tax
equity for several million dollars in
historic rehabilitation tax credits

Credit as leverage Financing package
Included tax exempt bonds,
brownfield cleanup tax expensing,
empowerment zone tax incentives
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Low-Income Housing Tax Credlts

U Can encourage capital investment in affordable housing on
vacant properties, brownfields, other targeted sites

U States get a populatiepased allocation for distribution to
communities and neprofits

U Investors get 9% annual credit for 10 years for qualified new
construction/rehabilitation costs (i.e. 90% of total)

U New wrinkles...
U Loss of tax incentive value on secondary market
UAGreeno priority for credi
U Credits support a wide range of housing types/situations
U Urban, suburban, rural projects
U Housing for families, special needs tenants, SRO, elderly

$3.85 billion in credits issued in fiscal year 2006,
supporting 1/3 of all new construction that year



LIHTCs: Albina Corner Portland, OR

« 3/4 acre Albina Corner site former
home to auto maintenance, other
facilities where small scale |
contaminants have deterred reuse.

« Gateway to innecity neighborhooc

« Site redeveloped into a mixesse
area, with 48 units of lowncome
housing built over 12,000 square
feet of commercial space that sen
as IC; iIncludes a child care cente
and a second floor courtyard and
play lot

Credit as leverage LIHTCs one of 11
funding sources, including housin
trust funds, SBA Section 504, ~
foundations




New Markets Tax Credlts

U Gives investors federal tax credits (39% over 7
years) for equity investments in designated CDEs,
for use Iin low-income communities

U CDEs use their allocations to make loans or investments I
“qualified businesses” and development activities —

U Community facilities such as health or child care
U Charter schools

U For-profit and nonprofit businesses

U Homeownership projects

$3.5 billion allocated in October 2008
$19.5 billion awarded to 364 CDESs since 2001



New Markets Tax Credits: Bethel
Center Ch/cago /L

Bethel New Life, a faitftbased
CDC, used $1.5 million in NMTC &t
from LISC/Chicago to develop
23,000 sq.ft. Bethel Center on
brownfield site

Center has employment, day carg
services; 6 storefront businesses_
LEED gold certified *

Credit as leverage NMTCs
attracted private capital from Banr
One and State Farm insurance



http://www.bethelnewlife.org/Bethel Award Video.htm

Brownfield Cleanup Expensing Tax
Incentive

« Deduction pegged to cleanup costs, which allows
new owners to recover cleanup costs in the year
Incurred; only incentive targeted to private site owners

e Can include:
— Site assessment, cleanup, monitoring costs
— Costs related to install/monitor institutional controls
— State VCP fees and associated costs
— Removal of demolition debris

« No long term authorization in place; most recently
extended until 12/31/09 (retroactive to 1/1/08)

— Petroleum sites made eligible in 2007 extension



Alllance Environmental/Gooawill
Business Park West Chester, PA

A 8.5 acre former pharmaceutice' ,

property and dump site in
economically distressed area  j&e= . g
» Cleaned and redeveloped by B oSt Esa
Alliance Environmental S |
 Now, location of Good Wil
Business Park: 100,000 sq. ft.
retail, public service faclilities

including fire department and
district court

Incentive as leverageprovided @ o
Alliance with nearly $800,000 ir.
tax relief, allowed better cash
flow management, deployment ==




Energy Efficiency /Alternative
Energy Source Tax Credlts

ENERGY POLICY ACT OF 2005 TAX CREDITS

. Commercial building deduction of up to

$1.80 per sq. ft. for buildings that achieve a
50% energy savings target

U Up to 60 cents per sq. ft. for buildings
meeting at least a ¥6% target

U 30% credit business solar energy tax credit,
from 1/1/06 thru 12/31/07

U 10% starting 1/1/08



Energy efficiency incentives T ARRA

- 30% of costs of orsite solar, fuel cell _
small wind renewables, thru 12/31/16g___--SSsE=Es
* ARRA allows grant in lieu of credit =t

in 2009, 2010 - :

» 10% for geothermal, microturbines, thru 12/31/16
* ARRA allows grant in lieu of credit in 2009, 2010

» 10% credit for CHP installation, thru 12/31/16, in year it
becomes operational

Energy efficiency incentives -- HERA

» energy efficient construction deductions,  [iiE Housing
thru 12/31/13 @aﬁ ubble
* $1.80 sq. ft. for buildings saving0%o v/
of energy costg50 cents for 20% savings -
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