

















Other Financial Mechanisms for Assessment, Cleanup and
Redevelopment of Contaminated Property

Tax Increment Financing: A Brief Overview
One approach to financing the cleanup and redevelopment of contaminated properties is
the creation of a tax increment financing (TIF) district. TIF is a financing technique
wherein bonds are issued to fund redevelopment and the bondholders are repaid through
the new or incremental tax revenues generated by new construction/development.
Usually, urban renewal authorities and downtown development authorities have the ability
to create a TIF district.

For example, suppose a municipality creates a TIF district to facilitate redevelopment of
several adjacent properties, including aging and vacant industrial buildings and former
rail yards. Once the properties within the TIF district are redeveloped, property values
will increase, which results in increased tax revenues. Property tax revenues from the TIF
district are split into two revenue streams:

1. The first stream (base) is equal to the “As-Is” property tax revenues without redevel-
opment and goes to the same city, county, school district, and other taxing entities
(the base is allowed to increase with the market over time).

2. The second stream (increment) is the net increase in property taxes resulting solely
from new development. The increment can be used to fund the redevelopment
through Tax Increment Financing, which diverts the increment revenues to pay for
annual debt service on construction bonds.

Energy and Mineral Severance Taxes

Energy and mineral severance taxes are excise taxes on natural resources “severed”
from the earth. They are measured by the quantity or value of the resource removed or
produced. In the majority of states, the taxes are applied to specific industries such as
coal or iron mining and natural gas or oil production. They are usually payable by the severer
or producer, although in a few states payment is made by the first purchaser. When
production rates of minerals and energy are high these funds can grow to significant
amounts.

As of 2005, 39 of the 50 states had some form of severance taxes. Naturally, use of these
funds vary from state to state so check first to see how these funds can be applied in your
state. Application and eligibility procedures also vary from state to state.
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APPENDIX B

State Program Information
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