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NRTEE Mandate

The National Round Table on the Environment and the Economy
(NRTEE) was created to “play the role of catalyst in identifying, explaining and pro-
moting, in all sectors of Canadian society and in all regions of Canada, principles

and practices of sustainable development.” Specifically, the agency identifies issues

that have both environmental and economic implications, explores these implica-

tions, and attempts to identify actions that will balance economic prosperity with

environmental preservation.

At the heart of the NRTEE’s work is a commit-
ment to improve the quality of economic and
environmental policy development by providing
decision makers with the information they need to
make reasoned choices on a sustainable future for
Canada. The agency seeks to carry out its mandate by:

® advising decision makers and opinion leaders on
the best way to integrate environmental and eco-
nomic considerations into decision making;

= actively seeking input from stakeholders with a
vested interest in any particular issue and providing
a neutral meeting ground where they can work to
resolve issues and overcome barriers to sustainable
development;
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= analysing environmental and economic facts to
identify changes that will enhance sustainability in
Canada; and

= using the products of research, analysis and nation-
al consultation to come to a conclusion on the
state of the debate on the environment and the
economy.

The NRTEE's reports synthesize the results of
stakeholder consultations on potential opportunities
for sustainable development. They summarize the
extent of consensus and reasons for disagreement,
review the consequences of action or inaction, and
recommend steps specific stakeholders can take to
promote sustainability.
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Brownfields are contaminated lands that lie unused and unproductive throughout Canada. Left as
they are, brownfields can harm local economies and pose threats to human health and environmental
quality. Redeveloped and returned to productive use, they can generate significant economic,
environmental, and social benefits.

The Government of Canada recognized this opportunity in the December 2001 federal budget when it
mandated the NRTEE to prepare a National Brownfield Redevelopment Strategy. Brownfield
redevelopment is an example of sustainable development in action, and the work undertaken by the
Round Table on this file constitutes an important component of its wide-ranging efforts to bring about
change.

The NRTEE convened a multistakeholder task force to spearhead development of the strategy. The
Task Force, which included representatives from across the country, all three levels of government, the
private sector and the environmental community, provided invaluable direct knowledge and experience
in the brownfield area. To broaden the consultation process, the NRTEE also held a multistakeholder
workshop where a draft of the strategy was tabled for discussion and input.

This national strategy is a realistic, practical, and innovative blueprint for action. The recommendations
seek to build on the excellent progress made in a number of Canadian communities and provinces on
questions such as environmental liability and incentive financing. With the appropriate public sector
leadership involving the coordinated efforts of all levels of government, the private sector and community
organizations, Canada’s brownfields can be transformed into vibrant centres of community life.

When implemented, this strategy will pave the way for significant economic, environmental and social
benefits for Canadians, and for Canada to be established as a global leader in brownfield remediation.

%ML . >——

Harvey L. Mead
Chair, NRTEE
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® A\cross Canada, as in most countries, contaminated land lies unused and unproductive. Such sites,

known as brownfields, may have the potential for rejuvenation, bringing both health and economic
benefits to local communities. Therefore, responding to the Government, the NRTEE has agreed to
develop a national brownfield redevelopment strategy in order to ensure that Canada is a global

leader in remediation.”

The Vision

The transformation of Canada’s brownfields into eco-
nomically productive, environmentally healthy and
socially vibrant centres of community life, through the
coordinated efforts of all levels of government, the pri-
vate sector and community organizations.

Canada’s Brownfields: Legacy and
Opportunity

Brownfields are a legacy of a century of industrializa-
tion—they are abandoned, idle or underutilized
commercial or industrial properties where past actions
have caused known or suspected environmental contam-
ination, but where there is an active potential for
redevelopment.

There may be as many as 30,000 such sites in
Canada. They include decommissioned refineries, for-
mer railway yards, old waterfronts and riverbanks,
crumbling warehouses, abandoned gas stations, former
drycleaners and other commercial properties where toxic
substances may have been used or stored. Left idle and
unmanaged, brownfields represent a significant loss of
economic opportunity. They adversely impact a neigh-
bourhood’s image and quality of life, and in some cases
pose risks to human health and the environment.

Brownfields also represent an untapped opportuni-
ty to revitalize older neighbourhoods and generate
wealth for communities. With the right kind of incen-
tives and partnerships, brownfields can have a bright
future. Already, several thousand contaminated sites
have been cleaned up in Canada, creating tens of thou-
sands of jobs, millions of dollars in additional property
taxes and thousands of new housing units. With the
package of supportive measures outlined in this national
strategy, Canada’s nascent brownfield redevelopment

December 2001 Federal Budget

industry could evolve rapidly into a business worth
many billions of dollars a year.

In addition to direct commercial benefits realized
by the developers and users of the land, brownfield
redevelopment within cities (instead of the develop-
ment of so-called “greenfield” land on the city’s
periphery) has the potential to generate up to seven bil-
lion dollars a year in public benefits in Canada.* These
public benefits arise through the increased economic
productivity of surrounding land, increased tax rev-
enues, lower municipal infrastructure costs, reduced
health risks, preservation of agricultural land, less air
pollution and improved neighbourhoods.

The Benefits of Brownfield
Redevelopment: Helping Build
Sustainable Communities

The case for redeveloping Canada’s brownfields is
strong. Experience with brownfield redevelopment in
Canada, the United States and Europe suggests that,
while specific circumstances may vary, significant bene-
fits are consistently seen in the following areas:

Economic benefits:
creation and retention of employment opportunities
increased competitiveness for cities

increased export potential for Canadian cleanup
technologies

increased tax base for all three levels of government.

* Hara Associates, “Estimate of National Public Benefits from
Canadian Brownfield Redevelopment”, backgrounder prepared for
NRTEE, 2003.
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Social benefits:

improved quality of life in neighbourhoods (people
can live closer to work and recreational facilities)

removal of threats to human health and safety

access to affordable housing.

Environmental benefits:

reduced urban sprawl pressures on greenfield sites
around a community

restoration of environmental quality in the com-
munity

improved air quality and reduced greenhouse gas
emissions in urban areas.

The Case for a National Strategy:
Challenges Facing Brownfield
Redevelopment

The case for a national strategy for brownfield
redevelopment focuses on that large group of brown-
fields where both cleanup costs and the potential for
redevelopment are high. Brownfields in this group are
likely to be found in established urban areas and along
transportation corridors, where municipal services are
readily available. The market value of the land itself,
once cleaned up, may be slightly above or slightly
below the combined cost of land plus cleanup.

However, a number of challenges, individually and
in combination with one another, serve to keep such
sites abandoned or idle, with little prospect of
remediation or reuse without strategic intervention.
These challenges typically reflect failures in the market.
When markets fail, or are imperfect, those actions that
would be expected to increase the collective national
wealth do not take place. In the case of brownfields,
the most significant market failures preventing
redevelopment include:

lack of access to capital

regulatory liability risk

civil liability risk

limited access to insurance protection

regulatory delays

stigma and risk perception

lack of awareness among many key public sector
and private sector groups.

A national strategy must tackle these market fail-
ures head on, adopting specific actions targeted at
overcoming specific failures, to bring these brownfields
back into the marketplace and back to life in Canadian
communities.

All participants in the brownfield redevelopment
process, public and private sector, must participate if
such a strategy is to succeed. Public sector-led initia-
tives are central to efforts aimed at overcoming the
market barriers, and in particular those of bridge
financing and uncertainty around liability.

Making Progress

Canada’s experience with brownfield redevelopment
stems from a limited number of impressive initiatives
in several provinces and municipalities. These initia-
tives can serve as the foundation of a more
comprehensive, coordinated national strategy. For
example:

In 2000, the federal government established the
Green Municipal Enabling Fund, administered in
partnership with the Federation of Canadian
Municipalities, which can provide grants of up to
$100,000 for community brownfield inventories
and assessments of development and policy options.

The provinces of Ontario and Quebec have intro-
duced legislation specifically directed at promoting
brownfield redevelopment by addressing key barri-
ers to redevelopment.

Quebec has established a highly successful funding
incentive program for brownfield redevelopment,
Revi-Sols, which provides grants to communities to
cover the costs of studies leading to rehabilitation
work, as well as the actual costs of rehabilitation
work.

Municipal governments in several provinces,
including Hamilton, Ontario, with its innovative
Environmental Remediation and Site
Enhancement (ERASE) Plan, have demonstrated
their capacity to be the “on the ground” leaders in
developing and delivering brownfield redevelop-
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ment initiatives, forging community partnerships
involving governments and the private sector.

Strategic Directions: A Blueprint for
Action

The national brownfield redevelopment strategy seeks to:

put in place the essential building blocks of a coor-
dinated, comprehensive national approach to
cleaning up and redeveloping brownfields in Canada

build on recent initiatives in several provinces and
Canadian communities to promote brownfield rede-
velopment across the country as a practical tool for
sustainable development

engage the full spectrum of public, private and com-
munity interests involved in community
development

address the priority challenges to brownfield redevel-
opment through a mix of policy instruments
targeted at specific market failures

focus efforts on the “middle tier” of brownfields,
where strategic public sector initiatives are needed to
achieve redevelopment.

The strategy proposes actions under three strategic
directions for transforming brownfields into vibrant
centres of community life (see Table E-1 for a summa-
ry). Detailed proposals and a rationale are presented
under each recommendation. The recommendations
represent a package of initiatives that address key mar-
ket barriers to brownfield redevelopment.

Strategic Direction 1: Applying Strategic Public
Investments to Address Upfront Costs

Publicly funded financial incentives represent a strate-
gic investment in the future of brownfield sites and
their communities. The recommended actions under
Strategic Direction 1 seek to:

apply strategic public investments, by removing tax
impediments and providing loans, grants and
mortgage guarantees, to lever private capital and
overcome the barriers in the market to accessing
capital for the early stages of redevelopment

establish an effective mechanism through which
the federal, provincial/territorial and municipal

governments can provide financial incentives to
qualifying brownfield redevelopment projects.

Strategic Direction 2: Establishing an Effective
Public Policy Regime for Environmental Liability
and Risk Management

Effective liability protection for participants in brown-
field redevelopment is a cornerstone of a successful
long-term national strategy for revitalizing Canada’s
brownfields. The recommended actions under Strategic
Direction 2 seek to:

provide all participants in brownfield redevelop-
ment with a clear, fair and consistent public policy
regime to bring greater certainty and efficiency to
questions of liability and risk management

promote a coordinated effort on liability and risk
management among all levels of government.

Strategic Direction 3: Building Capacity
for and Community Awareness of Brownfield
Redevelopment

Successful brownfield redevelopment projects are built
around community awareness, support and skills. The
recommended actions under Strategic Direction 3 seek to:

enhance capacity at all levels to facilitate brown-
field redevelopment

build awareness among all partners of the benefits
and challenges of brownfield redevelopment

build shared objectives around a common vision of
transforming brownfield sites into active centres of
community life

forge partnerships based on community involve-
ment and support.

The Leadership Challenge

The experience with brownfield redevelopment in
Canada, the United States and other countries demon-
strates that the single most essential ingredient to
success is public sector leadership. Each level of govern-
ment has a unique and essential role to play. In this
regard, the federal government has a unique responsi-
bility—and a unique opportunity—to launch the
national strategy and begin the transformation of
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Canada’s brownfields into special places in Canadian
communities.

Recommendations relating to leadership fall into two
key areas:

1. Government Support for a National Strategy

That the federal government stimulate action on brown-
field redevelopment by adopting the strategy and
implementing the measures under its jurisdiction as
quickly as possible, including measures such as:

establishing a federal office to coordinate the par-
ticipation of various federal departments and
agencies in the strategy

implementing appropriate financing measures
(proposed under Strategic Direction 1)

moving to harmonize compliance with federal and
provincial requirements

promoting a coordinated national effort on brown-
field redevelopment by encouraging other
jurisdictions to match federal initiatives, where
applicable, and to undertake complementary initia-
tives within the framework of a national strategy.

That provincial governments move toward establishing
multi-faceted programs with essential elements geared
toward:

providing financial support to local government
and private redevelopment efforts

ensuring legislation is in place to enable municipali-
ties to offer a full suite of incentive programs and
other measures to promote brownfield redevelopment

adopting consistent provincial or regional risk
assessment protocols and providing the infrastruc-
ture necessary for efficient risk assessments

rationalizing liability regimes conducive to stimu-
lating redevelopment.

That municipal governments continue to play a pivotal
role in the delivery of a brownfield redevelopment
strategy and tools by:

establishing local redevelopment priorities

simplifying and facilitating development and build-
ing approvals for brownfields

redeploying municipally held brownfields by
returning them to the marketplace

providing financing and planning incentives to
qualifying projects.

I3

2. Governments’ “Own House in Order”

That the federal government maintain and enhance its
redevelopment program for federally owned brownfield
sites, such as military sites, railway lands and ports.

That the federal, provincial and municipal govern-
ments establish a policy that, when any property is
purchased for their own use, brownfield sites should be
given priority over greenfield sites.

Implementing the Strategy

A flexible, phased-in approach is called for in imple-
menting the strategy, recognizing that some provinces
and municipalities have well-established brownfield ini-
tiatives while many do not, and that not all the
recommended actions can or should be undertaken
immediately. The goal should be to build on the
progress and successes to date, develop momentum,
awareness and support, and strengthen the program
over time. The approach should encompass two phases:

a “quick start” phase during which governments at
all levels signal their support for the national
strategy and look to those recommended actions
that could be undertaken or initiated relatively
easily and quickly, including amendments to the
Income Tax Act

a longer-term phase during which governments
and others can address areas that take some time,
such as changes in legislation relating to liability,
training and longer-term capacity-building
initiatives.

Table E-2 summarizes how the recommendations
outlined in this national strategy could be structured
within a phased approach.

As the strategy matures, governments could
strengthen the national strategy in response to the
experience gained in the first few years. For example, a
wider range of communities and interests could be
encouraged to participate in brownfield redevelopment.
As well, a broader mix of policy instruments could be
applied, building on innovations in Canada and other
countries.
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‘o Summary of National Strategy Recommendations

Strategic Direction Responsibility

1. Applying strategic Federal
public investments to Provincial/Territorial
address upfront costs Municipal

Federal
Provincial/Territorial
Municipal

Federal

Federal
Provincial/Territorial
Municipal

Federal
Provincial/Territorial
Municipal

2. Establishing an Provincial/Territorial
effective public policy
regime for Provincial/Territorial

environmental liability
and risk management Provincial/Territorial
Federal

Provincial/Territorial
Federal

Provincial/Territorial
Federal
Municipal

Provincial/Territorial

. Building capacity for Federal
and community Provincial/Territorial
awareness of brownfield Municipal
redevelopment
Federal
Provincial/Territorial
Municipal
Federal

Provincial/Territorial

Cleaning up the Past, Building the Future: A National Brownfield Redevelopment Strategy for Canada m



NE =048 Implementing the National Strategy on Brownfield Redevelopment:
Possible Phasing in of Recommended Actions

Phase 1:
A “Quick Start” Agenda
(e.g. 12-month horizon)

Ensure all levels of government support a national
strategy

Establish a Federal Coordinating Office on Brownfield
Redevelopment

Ensure governments’ “own house in order”

Establish performance measurement framework for
strategy

Establish National Brownfield Association

Develop intergovernmental memoranda of understanding
on brownfield redevelopment

Implement tax system changes to promote brownfield
redevelopment (recommendation 1.1)

Remove liens and tax arrears against qualifying
brownfield sites (recommendation 1.2)

Provide mortgage guarantees for qualifying brownfield
sites (recommendation 1.3)

Provide revolving loans for qualifying brownfield sites
(recommendation 1.4)

Provide grants for qualifying brownfield sites
(recommendation 1.5)

Increase capacity to undertake brownfield redevelopment
projects (recommendation 3.1)

Raise awareness of the benefits of brownfield
redevelopment (recommendation 3.3)
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Introduction

The national strategy on brownfield
redevelopment is guided by the following vision: The
transformation of Canada’s brownfields into economically
productive, environmentally healthy and socially vibrant
centres of community life, through the coordinated efforts
of all levels of government, the private sector and
community organizations.

Canada’s Brownfields: Legacy and
Opportunity

Brownfields shape the landscapes of communities in
every region across Canada.

Brownfields stand as a legacy of a century of industrializa-
tion in Canada. They can be found in cities and towns
across the country: abandoned, vacant, derelict or underuti-
lized commercial and industrial properties where past
actions have resulted in actual or perceived contamination.
But brownfields differ from other contaminated sites in one
important way—they hold excellent potential for being
cleaned up and redeveloped for productive uses.

Brownfields exist in a variety of sites: decommissioned
refineries, former railway yards, old industrial waterfronts
and riverbanks, crumbling warehouses, abandoned gas sta-
tions, former drycleaners—any properties where toxic
substances may have been used or stored. They may be pub-
licly or privately owned, held under trusteeship or be
“orphan” sites, without ownership.

Cleaning up the Past, Building the Future: A National Brownfield Redevelopment Strategy for Canada %



The City of Brantford, Ontario, was left with a brownfield property owned
by a bankrupt company. No one was in control of the property, and when
squatters subsequently occupied the vacant building, the City had no
authority to evict them. The building eventually burned to the ground in a
spectacular blaze that nearly forced the emergency evacuation of the
nearby Brantford General Hospital.

There may be as many as 30,000 such sites in
Canada. Left idle and unmanaged, brownfields repre-
sent a significant loss of economic opportunity. They
adversely affect a neighbourhood’s image and quality of
life, and in some cases they pose risks to human health
and the environment.

Brownfields represent an untapped
opportunity to revitalize older neighbourhoods
and generate wealth for communities.

There is a growing recognition in Canada and other
countries that brownfields represent an untapped
opportunity to revitalize some of the oldest and most
neglected neighbourhoods of many communities—to
restore environmental quality and to bring new life to
these properties in the form of housing, small business-
es and recreational opportunities. Over the past few
years, experience in the United States, Europe and sev-
eral Canadian cities has demonstrated that, with the
right kind of incentives and partnerships, brownfields
can have a bright future.

Already, several thousand contaminated sites have
been cleaned up in Canada, creating tens of thousands
of jobs, millions of dollars in additional property taxes
and thousands of new housing units. With the package
of supportive measures outlined in this national strate-
gy, Canada’s nascent brownfield redevelopment
industry could evolve rapidly into a business generating
many billions of dollars a year.

Transforming brownfields into vibrant centres of
community life will not be a simple task. Brownfields
present a complex array of challenges for communities in
every part of Canada. Long-standing legal, financial and
community concerns must be acknowledged and
addressed. The interests of all parties involved in commu-
nity development—governments at all levels, the private
sector, community groups—must be engaged around a
shared commitment. Above all, public leadership must
lend credibility, support and momentum to the task.

The Benefits of Brownfield
Redevelopment: Helping Build
Sustainable Communities

Note: Italicized terms marked with an asterisk (*) are
defined in Annex 1.

The case for redeveloping brownfields is strong.
Cleaning up and revitalizing a brownfield site can
transform the quality of life in an older neighbourhood
or district, generating a wide range of economic, envi-
ronmental and social benefits. And the benefits are
seen not only in the neighbourhood, but also at the
city, provincial and even national levels: brownfield
redevelopment can be a key tool for building sustain-
able communities in Canada. By restoring
environmental quality and revitalizing once-abandoned
properties, brownfield redevelopment represents an
excellent example of putting into practice the principles
of sustainable development—development that seeks to
integrate economic, environmental and social goals so
that the needs of today’s generation can be met without
compromising the ability of future generations to meet
their needs.

Annex 2 provides examples of economic, social and
environmental benefits from brownfield redevelopment
projects in several Canadian cities. Experience with
brownfield redevelopment in Canada, the United
States and Europe suggests that, while specific circum-
stances may vary, significant benefits are consistently
seen in the following areas:

1. Creation and retention of employment oppor-
tunities

Brownfield redevelopment creates employment oppor-
tunities both in the specialized areas of cleanup
technology and development, and in the new enterprises

Quebec’s Revi-Sols program, established to promote brownfield
redevelopment, has created an estimated 1,075 person-years of employ-
ment over the last five years in the areas of assessment and cleanup.?

The redevelopment of a small brownfield property in the West
Harbourfront area of Hamilton, Ontario, involving the construction of 27
new housing units on land formerly used for rail yards and a gasoline sta-
tion, generated personal income of $720,000 from on-site remediation
and construction jobs, and created 10 permanent jobs.2
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—small businesses and services—that find a home in
the rejuvenated brownfield site.

At the national level, an enhanced capacity for
brownfield redevelopment can also mean increased
export potential for Canadian cleanup technologies.

2. Increased tax revenues

Brownfield redevelopment increases the tax base for all
three levels of government, through the creation of new
economic bases to sustain property, income and capital
taxes. At the municipal level, a redeveloped site increas-
es property tax revenues and the funding available to
local governments to provide public services.
Experience in the United States has also demonstrated
that as brownfields are redeveloped, the value of sur-
rounding properties within a radius of up to 2.5
kilometres may rise by an average of 10 percent, with
associated increases in property tax revenues.3

Once completed, the Spencer Creek Village project in Dundas, Ontario,
involving nearly 500 new housing units and 40,000 square feet of com-
mercial space on the former site of a steel foundry, will generate an esti-
mated:

e $1.76 million a year in new property tax revenue for the municipality
o $7.55 million in additional provincial sales tax

 $6.6 million in additional GST revenues.4

At the provincial and federal levels, brownfield
redevelopment brings increases in sales tax and goods
and services tax (GST) revenues, as well as an increase
in income tax revenues. Indirectly, all three levels of
government can benefit through reduced funding
requirements for new roads and infrastructure, as
brownfields tend to be located in areas with services
already in place.

3. Revitalized neighbourhoods and communities

Brownfield redevelopment can be an engine for urban
renewal and economic growth, particularly where there
are large tracts of brownfields in the central business
district or in heavily industrialized suburbs.

A redeveloped brownfield returns idle lands to pro-
ductive uses. It can mean greater access to affordable
housing. It can improve the quality of life in a neigh-
bourhood, enabling residents to live closer to work and
recreational facilities. It can directly create new busi-

I
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Redevelopment of the old CN Rail repair shops in Moncton, New
Brunswick, created 110 acres of new sports facilities in an accessible
downtown location. These facilities include 10 baseball diamonds, four soc-
cer fields, two football fields and a sportsplex containing four NHL-sized
hockey rinks.5

The redevelopment of the False Creek south shore in downtown Vancouver,
launched in the 19705 on 80 acres of decaying industrial lands, stands as
a landmark example of how brownfield redevelopment can support com-
munity social goals. For example, the city’s development plan explicitly
called for a housing mix that accommodated households of all income lev-
els and age groups. As a result, the redevelopment project was opened to
all types of developers, market and non-market, co-op and condominium,
rental and ownership, so that all segments of Vancouver society could be
included.6

nesses in the area, which in turn attract additional busi-
nesses and services.

In smaller and rural communities—where the
impact of even a single large brownfield can overwhelm
a community’s resources and blight the landscape—
brownfield redevelopment can be a source of rebirth.

4. Reduced urban sprawl

Brownfield redevelopment reduces development pressures
on greenfields* in the community’s outlying areas, resulting
in both infrastructure and transportation savings.

Every hectare of a brownfield redeveloped for residential purposes can
save as much as $66,000 a year in transportation costs (relative to
equivalent greenfield redevelopment).”

Redeveloped brownfields usually make effective use
of existing municipal infrastructure and are strategically
located along existing transportation corridors.
Development of greenfields, on the other hand, often
consumes otherwise productive agricultural land and
requires the installation of costly municipal infra-
structure and services. Typically, greenfield develop-
ment also consumes much more land than a
brownfield project and is less compatible with pedestri-
an and public transit uses.

Every hectare developed in a brownfield project can save an estimated
minimum of 4.5 hectares of greenfield land from being developed in an
outlying area.8



5. Increased competitiveness for cities

The effects of increased private sector productivity—
through compact land use, a reduced tax burden to
support infrastructure, and an improved business cli-
mate from better neighbourhoods and reduced
congestion—all combine to increase the competitive-
ness of Canadian cities seeking to attract foreign
investment.

6. Enhanced environmental quality, health and
safety

Many brownfield sites are contaminated with industrial
or other toxic wastes that pose a health and safety risk to
nearby residents and workers. Cleaning up these sites
can help restore environmental quality in the communi-
ty and remove the threats to health and safety.

A shopping mall was built in Shawinigan, Quebec, on the site of a
former chlor-alkali and solvent manufacturing plant that had been locat-
ed beside a residential area, protecting the health of neighbourhood
residents and redeveloping a property that had been derelict for more
than 25 years.?

Channelling growth into brownfields instead of
greenfields can also contribute to improved air quality
and reduced greenhouse gas emissions in urban areas.
The redevelopment of older downtown sites provides an
alternative to urban sprawl that promotes more compact
urban forms and reduces the commuting and transporta-
tion requirements of residents, workers and businesses.

For example, it has been estimated that, on average,
a suburban resident in the Greater Toronto Area travels
more than two and a half times further by car on an
annual basis than an urban resident living in a former
brownfield site, due to the latter’s shorter commuting
distances and greater use of public transit. (The latter’s
average annual savings in fuel-based emissions is actually
greater than this ratio, because reduced car travel results
in less congestion and increased fuel efficiency for other
travellers, especially at peak commuter time periods.)10

In addition to providing important economic, environmental and social
benefits at the community level, brownfield redevelopment can generate
substantial economic benefits to the overall Canadian economy, according
to a preliminary economic study commissioned by the NRTEE in 2002.11

The study sought to identify the goods and services associated with the
brownfield redevelopment sector of the Canadian economy, and model the
sector’s income multiplier effects on the economy—how one dollar spent
on an activity is re-spent (through several rounds) on further activities and
commodities.

The study concluded that brownfield redevelopment has an extremely high
multiplier effect, reflecting the high service content of the brownfield rede-
velopment cluster and the large number of interfirm linkages that typify
brownfield redevelopment activity (e.g. the high degree to which the
brownfield sector purchases goods and services from other sectors of the
Canadian economy).

(For more information on the stualy, see Annex 3.)

False Creek, Vancouver, B.C., before redevelopment, 1950s

False Creek, Vancouver, B.C., 2002
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The Case for a
National Strategy:

Challenges Facing
Brownfield Redevelopment

Most brownfields remain in limbo under

conventional market forces.

If brownfields hold such great potential for revitalizing
Canadian neighbourhoods, why is there not more redevel-
opment of such properties?

In looking at the challenges to brownfield redevelopment,
it is important to recognize that there is no one type of
brownfield. Each brownfield comes with its particular set of
problems and opportunities. Its prospects for redevelopment
are driven by both its past—the history of activity on the
site—and its future, shaped by such factors as market inter-
est, liability, the municipality’s plans for future use and
remediation* technologies.

In terms of their prospects for redevelopment, brown-
fields can be grouped into three general tiers:12

= In the top tier are sites whose market values greatly
exceed the costs of remediation, and which account for
perhaps 15 to 20 percent of contaminated sites in the
country. Redevelopment of these brownfields is often
driven by market forces and, because they tend to be
very profitable, they do not remain abandoned or idle
for long. That is why many former industrialized sites
are redeveloped without any special attention or outside
assistance.

= In the bottom tier, and representing another 15 to 20
percent of all contaminated sites, are properties where
the cost of cleanup far exceeds the value of the land
after remediation. Together, high cleanup costs and
uncertainty far outrun any market interest. Many such
sites are in rural or remote areas or in smaller urban
areas. These properties have no realistic prospects for
redevelopment in the foreseeable future.
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The middle tier, with perhaps 60 to 70 percent of
Canada’s contaminated sites, is the most intriguing
and complicated group. Cleanup costs are high for
these sites, but so too is the potential for redevel-
opment. These brownfields are likely to be in
established urban areas and along transportation
corridors, where municipal services are readily
available. The market value of the land itself, once
cleaned up, may be slightly above or slightly below
the combined cost of land and cleanup. The sites
sit idle because they face too many hurdles for con-
ventional market forces to overcome. All the other
potential social, environmental and economic ben-
efits are therefore lost. Under these conditions, the
brownfields remain in limbo, with little prospect of
remediation or reuse without strategic intervention
to address the barriers.

The impasse confronting this middle tier of brown-
fields is rooted in several areas of challenge that,
individually or in combination, can affect redevelop-
ment in different ways. These are discussed below.

Brownfield redevelopment is hindered
by a lack of access to capital from
traditional sources.

The lack of access to capital for upfront costs has been
one of the most important obstacles to brownfield
redevelopment.

Traditional sources of capital have generally been
reluctant to support the upfront site assessment* and
cleanup phases of brownfield redevelopment projects.
Many lenders are concerned about the lack of liquidity
in holding a brownfield property as security, and fear
being unable to realize on security offered in connec-
tion with a financing arrangement. Some lenders also
may fear exposing themselves to regulatory* and civil
liability* in the event they come into possession of an
unremediated site. The capital-intensive character of
brownfield projects forces lenders to seek out assur-
ances that the risks associated with brownfield
redevelopment are worth taking. However, brownfield
redevelopers can rarely offer such assurances.

Even if traditional financial institutions were able
to obtain sufficient reassurance before lending capital
to brownfield developers, the basic economics of many
projects still will not attract many investors. This is
especially true when the rates of return on redeveloped

brownfields are compared with those from developed
greenfield sites, which typically have a much shorter devel-
opment period. For example, a developer may choose to
acquire an untouched greenfield site and build a facility
that specifically meets its needs. Alternatively, it may
purchase a brownfield property that may be contaminated
but is located in a fully serviced central area of a city. In
the latter case, the developer will need to spend consider-
able time and money having the site assessed to determine
exactly what contaminants it may contain. The developer
will have to find the necessary upfront capital to accom-
plish even this preliminary task. Additional funding will
then be required for site cleanup. All this must occur
before site redevelopment commences. These pre-project
costs can make redevelopment prohibitively expensive.
Moreover, when estimating their borrowing needs for a
project, redevelopers must bear in mind the cost of
insurance products that help guard against cost overruns
during the remediation process. Such upfront expenses
place brownfield projects at a disadvantage compared with
greenfield projects on agricultural lands or other open
spaces at a city’s perimeter.

Questions over liability increase
uncertainty and risks for all parties
involved in brownfield redevelopment.®

Under current provincial and federal legislation, partic-
ipants in a brownfield redevelopment project may be
exposed to liability arising from the contamination
caused by the property’s original use—even if the prop-
erty was managed according to the laws and standards
of the day. Each participant is exposed to potential
joint and several* regulatory and civil liabilities. That is,
each could be individually exposed to the total of all
the liability that might emerge when land use changes
from vacant or idle to active and occupied.

In certain jurisdictions, regulators will not provide
an approval for a remedial action plan or a certification
of completion after remediation. Even where these are
available (in British Columbia, for example), the pro-
tection afforded is limited, because liability can be
reopened for a wide variety of reasons (principally relat-
ed to changes in standards and changes in use).

The absence of reliable closure on liability and the
unpredictable duration of the risk of liability, as well as
the amount of that potential liability, affect all interest-
ed parties:
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Owners of brownfields may be reluctant to return
lands to other uses because they are unwilling to
accept the risks associated with civil liability to
subsequent third-party owners and occupants of
redeveloped sites, as well as the potential regulatory
liability arising out of changes in land use. While
some developers may be prepared to accept a trans-
fer of liability, there is no provision in any federal
or provincial legislation to permit liability transfers
that would be binding on regulators and third par-
ties. Consequently, many owners choose to keep
the sites vacant as the best approach to managing
risk exposures. (Insurance tools are available to
provide some relief from liability, but can provide
only limited periods of protection and have premi-
ums that typically are too high for smaller sites).

Conventional developers may be reluctant to rede-
velop because they are unwilling to assume liability
risks or, if they are willing, lack access to a mecha-
nism that enables them to assume such risks with
predictable closure.

Lenders may be unwilling to finance redevelopment
projects for fear they will be exposed to liability.

Municipalities may feel compelled to impose envi-
ronmental requirements and obtain indemnities to
ease their own liability concerns.

Provincial agencies may be unwilling to grant rede-
velopment approvals because of ongoing concerns
over having to assume liability.

Ultimate occupants or end-users are subject to the
same liabilities that apply to current and former
users. As a result, some may be reluctant to
become involved, fearing they will be held respon-
sible for the environmental impacts flowing from
contamination caused by original property uses.

Compounding the issue of liability is the role the
“polluter pays” principle has come to play in guiding
public policy. The polluter-pays principle is an estab-
lished policy principle aimed at addressing contamination
resulting from current industrial activity. The principle
seeks to ensure that companies manage their activities in
a manner that does not create adverse environmental
impacts beyond established regulatory standards.
However, some analysts have suggested that when applied
to brownfield redevelopment, the principle has had the
unintended effect of preventing redevelopment and reuse.
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The difficulty arises in applying today’s standards to
activities that took place long ago—more than a century
in some cases. The proponents of such activities—the
“polluters” from today’s perspective—are often long gone.
In the absence of the original polluter, the polluter-pays
principle may result in liability being assigned to any
party that comes into contact with such properties. As a
consequence, many parties involved as subsequent own-
ers or potential redevelopers are reluctant to act, fearing
they might attract liability claims. It is not simply private
property owners who are affected—many brownfield sites
have passed into the hands of municipalities and others
not connected with the original acts of contamination.

Prospective developers of brownfields
may face inflexible and inconsistent
requirements for assessing risks on their
sites.

Provincial and municipal approvals processes often
require brownfields to be remediated to meet a generic
set of criteria with universal applicability, even where a
site-specific risk assessment indicates that the condition
of the property, and its anticipated uses, may not war-
rant this approach.

Various levels of government in Canada do not
always agree on the validity of risk assessments. For
example, some municipalities do not accept risk assess-
ment as a valid basis upon which to remediate
brownfields. Instead, due to concerns about liability,
they may impose additional requirements for environ-
mental approvals. These can include, for example,
requiring remediation beyond provincial standards as
the condition for granting municipal approvals.

Brownfield redevelopment must cut across
diverse jurisdictions as well as several
disciplines.

Parties developing brownfields face regulatory require-
ments and legislated processes established by federal,
provincial and municipal governments. Each level of
government may be required to review and approve a
proposed brownfield redevelopment project. Despite
recent efforts to harmonize the requirements of differ-
ent governments in some areas (such as environmental
assessment), developers may still face overlapping and
even inconsistent requirements.



At the same time, brownfield redevelopment can be
complex. It necessarily involves a number of disciplines
and responsibility areas within a single government. At the
provincial and municipal levels, for example, there may be
requirements or issues in the areas of waste management,
water resources, land use planning, economic develop-
ment, transportation and finance. Without a
well-coordinated approach at each government level that
integrates planning, review and approval requirements, or
clear assignment of responsibilities between governments
s0 as to eliminate duplication and overlap, brownfield
redevelopment plans can stall.

Concerns about environmental
contamination and liability have
dominated community and developer
attitudes toward brownfield
redevelopment.

Brownfield redevelopment has not been a high-profile
issue in many communities. There is a general lack of
awareness—among all levels of government, the private
sector and at the community level—of the challenges and
opportunities presented by brownfield redevelopment.

Limited awareness also undermines the efforts of
groups seeking to improve their own capacity to deal
with brownfield issues. Potential developers, for exam-
ple, are not always aware of the opportunities for
redevelopment or the current best practices for remedi-
ation, and may lack the expertise to identify and make
use of the best available technologies. Such shortcom-
ings on the part of developers can, in turn, undermine
the confidence of other potential participants in the
redevelopment cycle—particularly potential lenders in
the financial sector.

Summing Up: Overcoming Challenges

A brownfield redevelopment strategy cannot and
should not target every single brownfield in Canada.
The strategy must recognize that different brownfields
face different challenges and different prospects.
Brownfield sites in the top tier do not require special
intervention. Market forces will see to their redevelop-
ment. Severely contaminated sites in the bottom tier
require special and often urgent attention for reasons of
health and safety, but from a practical standpoint their
cleanup falls outside the focus of this national redevel-
opment strategy.

A

complex, 1978

As a result, with some important exceptions, com-
munity groups, municipal decision makers and
developers in Canada have been slow to support the
redevelopment of brownfield sites in their neighbour-
hoods. Instead, concerns about ongoing liability and
responsibility for cleaning up the properties have tend-
ed to dominate the debate over the future of such sites.
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opportunity to cleanup and revitalize that large
.o group of brownfields in the middle tier—those
o with very good prospects for redevelopment.
For the present, as this section has outlined, a
48| number of challenges, individually and in com-
| bination with one another, serve to keep such
= sites abandoned or idle.
The challenges to brownfield redevelopment
§ typically reflect failures in the market. When mar-
kets fail, or are imperfect, those actions that
would be expected to increase the collective
national wealth do not take place. This is the case
for brownfields. A number of significant market
failures prevent redevelopment of brownfields,
even when the redevelopment would create enough

wealth and income to more than repay the cost;14

m lack of access to capital
= regulatory liability risk
= civil liability risk

m  limited access to insurance protection
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The presence of brownfields on Aboriginal lands presents unique chal-
lenges. Take First Nation lands, for example:

« the brownfield property may be on existing or former First Nation land
(e.g. a First Nation reserve in an urban area, or an abandoned railway
line or reserve land taken for military purposes)

« a First Nation may have an interest in the land on which the brownfield
Is located (e.g. it may have a treaty right to hunt on or near the lana,
or it may have indicated that it wants to select the land as part of a
Treaty Land Entitlement process) or

« the land may be subject to outstanding title.

In the case of First Nations, special issues that may need to be addressed
include:

« the need to conauct formal consultations with the affected/interested
First Nation, which can affect project timing, information needs and
intergovernmental coordination

« the need to involve the federal government to ensure that its fiduciary
duty and constitutional jurisdiction regarding First Nations are dis-
charged

« the need to involve Indian and Northern Affairs Canada in decisions
affecting First Nation lands, because of the department’s responsibility
for the Indian Act

« the implications for risk management arising from the unique benefits
(e.g. the exemption from taxation in certain circumstances) and con-
straints (e.g. the inability to secure a mortgage because the land can-
not be legally put up as collateral) flowing from partnerships with First
Nations regarding reserve lands

« the need to recognize and accommodate First Nation approaches to
community decision making

« the possibility that property on First Nation land may be subject to dif-
ferent regulatory standards

* uncertainty over the legal status of First Nations and the effectiveness
of releases for future liability given by Aboriginal communities when
collective rights are involved and not every person gives an individual
release.

Additional factors may arise when brownfields involve Metis and Inuit
peaples.

Given the scope and complexity of these issues, it may be impractical to
include brownfields in which Aboriginal peaples have an interest within the
national strategy at this time. Further research and consultation with First
Nations, Metis and Inuit representatives will be required.

regulatory delays
stigma and risk perception

lack of awareness among many key public sector
and private sector groups.

A national strategy must tackle these obstacles head
on, adopting specific actions targeted at overcoming
specific market failures to bring these brownfields back
into the marketplace and back to life in Canadian
communities.

All participants in the brownfield redevelopment
process, public and private sector, must participate if
such a strategy is to succeed. The financial and insur-
ance communities, for example, are essential partners
to any successful strategy. However, the need for gov-
ernment leadership and action is particularly strong.
Public sector—led initiatives are central to efforts aimed
at overcoming the market barriers outlined here, in
particular those of bridge financing and uncertainty
around liability.

In some Canadian communities, as the following
section demonstrates, such public sector action is
already underway.
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Recent Progress on
Brownfield

Redevelopment

Despite the significant challenges, real
progress has been made in redeveloping brownfields in
Canada, the United States and Western European countries.

Canadian Initiatives

Canada’s experience in brownfield redevelopment is based
on a limited number of impressive initiatives in certain
provinces and municipalities. The lessons from these indi-
vidual efforts, though, can serve as the foundation of a more

comprehensive, coordinated national strategy.
GGG

The Canadian Council of Ministers of the Environment (CCME) has worked to build
a more coordinated and consistent approach to managing contaminated sites in
Canada, including brownfields. In the 19905, for example, the CCME:

e adopted 13 principles governing contaminated site liability
« developed interim soil quality criteria and a protocol for updating the criteria
* developed risk-based approaches to remediation

* issued guidance on developing site-specific soil quality remediation objectives
for contaminated sites.

1. Legislation Promoting Brownfield Redevelopment

A wide range of federal, provincial and territorial legislation
affects brownfield development in Canada, including legisla-
tion relating to environmental management, waste
management, bankruptcy, liability and insurance.

Ontario and Quebec have introduced legislation specifi-
cally directed at promoting brownfield redevelopment by
addressing key barriers to redevelopment:
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Ontario’s Brownfields Statute Law Amendment Act,
2001 received Royal Assent in November 2001.
The first of two phases of regulations were passed
in October 2002 and proclaimed to be in force as
of December 1, 2002. The remaining regulations
were expected to be in effect in early 2003. The act
seeks to encourage brownfield redevelopment by
clarifying environmental regulatory liability and
providing municipalities with more flexibility in
planning and financing (see box 1 for details).

Quebec’s new legislation to amend the
Environmental Quality Act and other legislative
provisions with regard to land protection and reha-
bilitation was passed in June 2002. Expected to
come into force in March 2003, it amends the

rules applying to contaminated soil management
and establishes a regulatory system to clarify the
roles and responsibilities of the different partici-
pants in brownfield redevelopment. It departs from
the polluter-pays principle, currently reflected in
the Environmental Quality Act, in that persons who
have or have had custody of contaminated land can
establish that they fall under one of three excep-
tions to the power of the Environment Minister to
order rehabilitation work to clean up contaminants
on the property. Additional protection from regula-
tory liability is provided in that, for all regulated
contaminants, an order from the minister can be
made only if the level of contamination is above
the regulated use limit.

Ontario’s Brownfield Legislation: Key Provisions

The Brownfields Statute Law Amendment Act, 2001 adds to and improves the public accountability framework for a set of existing municipal planning and
financing tools, and creates a new regime for addressing regulatory liability.

Planning and Financing

greater flexibility in designating community improvement project areas

municipal tax treatment for the education portion of the property tax)

property to conduct an environmental site assessment).

Environmental Liability

site assessment and cleanup standards

The legislation changes the community improvement provisions to accommodate social, economic and environmental activities. It allows municipalities:

« to make grants or loans within such an area to help cover the costs of rehabilitating lands and buildings (including cleanup costs).
The legislation also seeks to encourage owners of brownfield properties to undertake site cleanup by:

« allowing municipalities to freeze or cancel the municipal portion of the property tax on contaminated sites (the Ministry of Finance may match the

« providing municipalities with a one-year option to take ownership of land in a failed tax situation (during which time the municipality may go on the

The legislation clarifies and limits environmental liability, providing greater certainty for those involved in redevelopment. Clear rules are legislated for:

five-year liability protection from environmental orders for municipalities, secured creditors, receivers, trustees in bankruptcy, fiduciaries and property

Investigators

liability protection from environmental orders for owners who follow the prescribed site assessment procedures and file a record-of-site condition stating

that a site meets the appropriate standards

quality assurance through mandatory use of certified site-cleanup professionals, mandatory filing of a record-of-site condition to a publicly accessible
registry, acceptance of risk assessments by the Ministries of Environment and Energy, and an enhanced auditing process.
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An aavisory panel in British Columbia is reviewing how to make the
province’s management of contaminated sites more effective and efficient.
The panel, established by the Minister of Water, Land, and Air Protection,
Is looking at issues such as whether current approaches to liability may
have made parties reluctant to invest in or redevelop contaminated lands
in the province, resulting in the creation of numerous brownfield sites.

The panel is also expected to provide recommendations on streamlining
the approvals process for contaminated sites management, funding con-
taminated sites administration, and ensuring standards are fair and con-
sistent with those of other jurisdictions.

The panel’s interim report was issued in September 2002. One of its rec-
ommendations suggests the provincial government should participate
actively in the NRTEE’S national brownfield redevelopment strategy.
Legislative changes may be introduced in the spring of 2003.

2. Incentive Programs for Brownfield
Redevelopment

Federal Government

In 2000, the federal government established the Green
Municipal Enabling Fund, administered in partnership
with the Federation of Canadian Municipalities
(FCM). In the 2002 budget, the endowment to FCM
was doubled to $250 million, of which a small portion
is allocated for brownfields. The fund can provide
grants of up to $100,000 for community brownfield
inventories and assessments of development and policy
options, but does not cover cleanup costs for brown-
field redevelopment.

Provincial/Territorial Governments

Quebec is the only province that has a funding incen-
tive program for brownfield redevelopment. Its
Revi-Sols program was launched in 1998 to:

rehabilitate contaminated sites in the province

improve the quality of the environment and the
health of residents

reduce urban sprawl
increase economic activity

promote the use of treatment technologies for
decontaminating soils and groundwater.
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Revi-Sols provides grants to communities to cover the
costs of studies (including environmental assessments)
leading to rehabilitation work, as well as the actual costs of
rehabilitation work. Proponents eligible for grants include
private developers, municipalities or a combination of the
two. Eligible sites must be intended for development after
rehabilitation, that is, grants are provided only if there is
an actual development project. The Quebec government
will fund 50 percent of the eligible costs of the preparato-
ry studies and cleanup of eligible brownfield sites, with an
additional 20 percent contribution for remediation work
that includes treatment of contaminated soils, materials
mixed with soils, and groundwater.

The program has been well utilized and has result-
ed in significant benefits in terms of land area
rehabilitated, the level of private sector investment, and
increased property tax revenues (see box 2 for details).

Municipalities

Municipal governments in Canada have demonstrated
their capacity to be the “on the ground” leaders in
developing and delivering brownfield redevelopment

Results of Quebec’s Revi-Sols Program

Phase | of the Revi-Sols program targeted the cities of Montréal and
Québec, where $40 million was earmarked to help finance the study and
rehabilitation of contaminated sites between 1998 and 2003 ($30 mil-
lion for Montréal and $10 million for Québec City).

Phase | generated so much interest and uptake that the Quebec govern-
ment launched Phase Il (2000 to 2005) with $50 million aimed at all
other urban municipalities in the province. The province’s $90 million will
be matched by a contribution of $90 million from the private and munici-
pal sectors, resulting in a total of $180 million directed to the rehabilita-
tion of contaminated sites in the province over a seven-year period.

In its first five years, the Revi-Sols program funded the cleanup and
redevelopment of 153 projects (101 in Montréal, 22 in Québec and 30
in other municipalities) with a total land area of nearly 220 hectares.

In Montréal, the Revi-Sols program has resulted in a $25.6-million
increase in municipal property tax revenues and 3,400 new housing
units. In the other municipalities, the program has resulted in a
$13.4-million increase in municipal property tax revenues.




initiatives, forging community partnerships involving
governments and the private sector. For example:

In Ontario, brownfield redevelopment activities are
underway in many communities as a result of the
promotion and capacity-building activities of the
provincial government in recent years. Ontario’s
brownfield legislation is expected to unlock activity
on some of the more challenging sites across the
province. Hamilton's leading-edge Environmental
Remediation and Site Enhancement (ERASE) Plan
represents the first and largest comprehensive
brownfield redevelopment plan in Canada (see box
3 for details).

Hamilton’s ERASE Plan

The City of Hamilton has been working on redeveloping brownfields in
its older industrial neighbourhoods and waterfront for several years. In
1997, an Industrial Redevelopment Task Force, including local govern-
ment, business and community representatives, identified the brownfield
challenges facing the city and the priority sites for redevelopment.

The City prepared a community improvement plan, the Environmental
Remediation and Site Enhancement (ERASE) Plan, to promote the cleanup
and reuse of brownfield properties in a 3,400-acre older industrial area.
The City began consultations with the Province of Ontario on the use of
financial incentives to stimulate redevelopment, and received provincial
approval in mig-2001. In its initial phase, the ERASE Plan offers:

e a grant program to assist with the study and cleanup of brownfields,
financed through tax increment financing*—a first for a major
municipality in Canada

« assistance with marketing

* municipal property acquisition, investment and partnerships.
Results in the first year of the ERASE Plan include:

* redevelopment of 11.3 acres of industrial land

= construction and refurbishing of 228,000 square feet of building
space

« leveraging of $15 million in private investment through $1 million in
city grants

« an estimated $400,000 a year increase in revenues from property
taxes.

Over the next few years, the City hopes to expand the range of incen-
tives, build more partnerships with local groups, and encourage direct
support from the provincial and federal governments.

Major brownfield redevelopment projects have
been undertaken in Moncton, Vancouver and
Calgary.

The success of Quebec’s Revi-Sols program has
been based on partnerships between the municipal
and provincial governments and the private sector
(see box 2).

The Montréal Centre of Excellence in Brownfields
Rehabilitation is an innovative partnership between
the City of Montreéal, the Province of Quebec and

the federal government (see box 4 for details).

Annex 2 provides details on several recent brown-
field redevelopment success stories in Canadian
communities.

Private Sector Insurance Companies

A number of larger private insurers are offering policies
designed specifically to assist in contaminated and
brownfield site cleanup. Among these policies are:

the cleanup cost cap, which protects developers
when cleanup costs exceed the estimates because of
the discovery of contaminants not evident when
the cleanup was designed and/or because of
changes in regulatory requirements

pollution liability, which provides coverage against
the following types of costs: third-party claims for
site remediation, bodily injury and property dam-
age arising from a pollution condition; remediation
of newly released or preexisting contamination on
the insured’s property; and legal defence costs

secured creditor coverage, which reimburses finan-
ciers for lost loan payments if a borrower defaults,
and also compensates them for collateral value loss
arising from a pollution condition.

There are other policies and combinations of poli-
cies, depending on the insurer, and most can be
tailored to the specific needs of the developer/project.
Limits have increased substantially, with coverage of up
to $200 million now available from a single carrier.
However, all these policies, regardless of the carrier or
dollar limit, have a time limit within which claims
must be made. After that time, there is no protection,
though the liability risk continues. Although these poli-
cies can be offered on any size of brownfield, the price
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Montréal Centre of Excellence in
Brownfields Rehabilitation

The Montréal Centre, a partnership of the City of Montréal, the Province of
Quebec and the federal government, is a not-for-profit organization that
invests in brownfield redevelopment technology demonstration projects in
cooperation with industrial partners and technology developers. Since it
was established in 1997, the Montréal Centre has managed $6 million in
demonstration projects involving a wide range of technologies as well as
risk assessment. The Centre has invested another $2.4 million in a
technology platform and showcase located on the Lachine Canal, the oldest
industrial area of Montréal.

for some smaller projects is prohibitive due to the fixed
component of underwriting costs for the insurer.

Lessons from Canadian and International
Experience

Over the past decade, significant progress has been
made in overcoming the challenges posed by brown-
fields in Canada, the United States and Europe.
Governments have established legislative frameworks
and financial incentive programs to encourage redevel-
opment and build partnerships (see Annex 4 for more
details on the brownfield redevelopment policies and
initiatives of five industrialized countries).

This experience suggests that there are several key
factors to launching and implementing a successful
brownfield program:

Public policy: Where government agencies have made
a concerted effort to harmonize jurisdictional differ-

-
i

Angus Shops, Montréal, Quebec: Before site cleanup, 1998
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ences and improve certainty through legislation, policy
statements or guidance initiatives, more projects have
moved forward with fewer complications.

Strategic public investments: The public sector has
played a key role in making available financial incen-
tives that bridge financing gaps, particularly since few
private sector finance companies view brownfield proj-
ects as attractive or viable in the early stages of
evaluation. Tax incentives and direct public funding
have been strategic investments, levering private invest-
ment capital and creating jobs. All levels of government
have had a role to play in this area. Creating a transpar-
ent and accountable delivery system to distribute funds
has been vital to the success of public sector assistance
initiatives.

Under the Atlantic Risk-Based Corrective Action (Atlantic RBCA) program,
Nova Scotia, New Brunswick, Prince Edward Island and Newfoundland and
Labrador have joined forces to promote a risk-based approach to cleaning
up sites contaminated by petroleum.

Each participating province maintains its own regulations governing envi-
ronmental protection. When a spill occurs or contamination is discovered,
the provincial department of environment is advised and an investigation
Is initiated. A standard sequence of RBCA activities is performed for all
human health and ecological risk/exposure assessments.

The approach seeks to provide greater assurance for all parties—commu-
nity residents, industry, investors and local governments—that appropri-
ate standards are being applied, that the cleanup is being carried out
properly and that the environment is protected.

i v e, T

Cleanup at Angus Shops site, 1998



Community involvement to sustain momentum:
Education and training have helped build community
involvement and capacity for action on brownfields.
Behind most successful projects has been an informed
local community that is engaged in the issues and pre-
pared to examine land use options, cleanup methods
and site design. Informed and well-trained municipal
and state or provincial regulatory officials also have
been able to address the special challenges and oppor-
tunities of brownfields in their area.

Leadership: Leadership, at all levels, has often proven
to be the most critical factor in the success of a brown-
field redevelopment project. Champions of brownfield
redevelopment have included local citizens, landown-
ers, politicians and business leaders. In the United
States, for example, the consistent leadership of mayors
and governors has been essential in moving brownfield
redevelopment onto the public policy agenda, testing
innovative solutions and sustaining momentum.

New policies related to the management of federally owned contaminated sites were issued by the federal Treasury Board in 2002. The Contaminated Sites
Management Policy requires all federal departments and agencies (with a few exceptions) to:

« make best possible efforts not to contaminate federal real property

« be responsible for the remediation of negative environmental effects resulting from departmental or agency actions

* address the most-affected sites first—priority determined by the Canadian Council of Ministers of the Environment (CCME)’s National Classification System

* where remediation is the appropriate management response, remediate sites to a level consistent with the requirements for its current or intended federal

use as determined by the CCME

* prepare contaminated site management plans within one year of the Treasury Board's approval of the Management Policy.

Under the Policy on Accounting for Costs and Liabilities Related to Contaminated Sites, federal departments and agencies must:

« account for and report as liabilities expected management and remediation costs related to contaminated sites

* estimate costs using the most appropriate methods for their circumstances.
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Strategic Directions:
A Blueprint for Action

Goals of the National Strategy —
The national brownfield redevelopment strategy aims to
transform brownfields into vibrant centres of community
life. It seeks to do this through:

= putting in place the essential building blocks of a coor-
dinated, comprehensive national approach to cleaning
up and redeveloping brownfields in Canada

= building on recent initiatives in several provinces and
communities to promote brownfield redevelopment
across the country as a practical tool for sustainable
development

m engaging the full spectrum of public, private and com-
munity interests involved in community development

= addressing the priority challenges to brownfield redevel-
opment through a mix of policy instruments targeted at
specific market failures

= focusing efforts on the middle tier of brownfields, where
strategic public sector initiatives are needed to achieve
redevelopment.

The strategy proposes a blueprint for action in three
critical areas:
= Strategic Direction 1: Applying strategic public invest-
ments to address upfront costs

= Strategic Direction 2: Establishing an effective public
policy regime for environmental liability and risk man-
agement

= Strategic Direction 3: Building capacity for and com-
munity awareness of brownfield redevelopment.

Cleaning up the Past, Building the Future: A National Brownfield Redevelopment Strategy for Canada %



The recommendations represent a package of com-
plementary and mutually reinforcing initiatives to
address the key market failures hindering brownfield
redevelopment in Canada. Development of these rec-
ommendations was guided by an evaluation of policy
instruments commissioned by the NRTEE (see Annex
5).15 Table 1 summarizes the recommendations under
each of the three strategic directions, indicating which

levels of government bear primary responsibility for
implementing each recommendation.

Outside the three strategic areas, the strategy also
includes recommendations that do not target specific
market failures; rather they address the need for public
sector leadership in advancing the redevelopment of
brownfields. These “leadership recommendations” are
dealt with in the section “Moving Forward.”

| a8 Summary of National Strategy Recommendations

Strategic Direction

1. Applying strategic
public investments to
address upfront costs

2. Establishing an
effective public policy
regime for
environmental liability
and risk management

. Building capacity for
and community
awareness of brownfield
redevelopment

Responsibility

Federal
Provincial/Territorial
Municipal

Federal
Provincial/Territorial
Municipal

Federal

Federal
Provincial/Territorial
Municipal

Federal
Provincial/Territorial
Municipal

Provincial/Territorial
Provincial/Territorial

Provincial/Territorial
Federal

Provincial/Territorial
Federal

Provincial/Territorial
Federal
Municipal

Provincial/Territorial

Federal
Provincial/Territorial
Municipal

Federal
Provincial/Territorial
Municipal

Federal
Provincial/Territorial
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The strategy is intended as a tool for all govern-
ments in Canada. However, it is important to note that
not every recommendation will apply equally to every
provincial or municipal government. In some cases,
one or more provinces may already have introduced
measures consistent with the objectives of a particular
recommendation, even if the actual approaches differ
from what is proposed here.

Strategic Direction 1:
Applying Strategic Public Investments to
Address Upfront Costs

The recommended actions under Strategic Direction 1
seek to:

apply strategic public investments, by removing tax
impediments and providing loans, grants and
mortgage guarantees, to lever private capital and
overcome the barriers in the market to accessing
capital for the early stages of redevelopment

establish an effective mechanism through which
the federal, provincial/territorial and municipal
governments can provide financial incentives to
qualifying brownfield redevelopment projects.

Publicly funded financial incentives represent a
strategic investment in the future of brownfield sites
and their surrounding communities.

The lack of capital in the early stages of brownfield
redevelopment—for the upfront costs of site assessments
and cleanup—is a significant obstacle to brownfield
redevelopment. Financial incentives focused on over-
coming this “bridge financing” problem are a central
element of any successful national brownfield strategy.

Public investments in bridge financing can put
brownfields and greenfields on the same “level playing
field” by eliminating the upfront cost disadvantages of
brownfield redevelopment. Public investments can lever
far greater amounts of private sector capital for redevelop-
ment projects, resulting in substantial economic benefits
in the form of new jobs, new businesses and more tax
revenue. Public investments at this crucial stage can help
restore environmental quality, reduce threats to human
health and contribute to community revival.

No single type of financial assistance can address all
of the problems facing brownfield properties. Different
policy instruments will be needed for different partici-
pants and different brownfield sites.

1.1 Implement Tax System Changes to Promote
Brownfield Redevelopment

Recommendation

That the federal government amend Sections 18 and
20(1) of the Income Tax Act to allow remediation
expenses to be treated as a deductible expense in
computing income.

That provincial governments permit the deductions
for remediation expenses in the calculation of
provincial income taxes.

That the federal government amend the Income Tax
Act to create a Brownfield Redevelopment Current
Deduction and Investment Tax Credit similar to the
Scientific Research and Experimental Development
Program currently provided for in Sections 37 and
127 of the act.

That provincial governments with established scien-
tific research and/or experimental development
incentive programs extend the application of these
programs to qualifying expenditures for remedia-
tion work at brownfield sites.

Rationale

The proposed tax treatment:

makes it possible to deliver funds at early project
stages, where capital market imperfections are
higher because of the unresolved environmental
status of the land

provides developers with greater certainty of receiv-
ing the funds, enabling them to reduce the costs of
delays and incorporate the benefits into their project
planning; this in turn increases the number of proj-
ects that can clear initial cash and feasibility hurdles

is a cost-effective means of delivering the financial
assistance that is necessary to achieve development
of brownfield properties.

However, the tax system lends itself to simple rules
that may apply to a wider group of recipients than
intended. Applicability criteria must therefore be
designed to reduce the likelihood of publicly funded
financial benefits going to brownfields in the top tier,
which would have been developed in any event.

I
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Discussion

The corporate tax system has traditionally been an
important industrial policy instrument in Canada.
Investment tax credits, accelerated depreciation and
other sorts of exemptions, deductions and credits have
been widely used to encourage various corporate
activities.

Well-designed tax incentives can be an effective
way to encourage the cleanup and redevelopment of
brownfield sites. Potential Canadian tax incentives
focused on brownfield sites would have objectives simi-
lar to traditional tax incentives aimed at promoting
economic development—overcoming capital market
imperfections and channelling economic activity to
achieve broad public benefits.

A tax-based system generally provides an efficient
and equitable means of providing assistance to a wide
range of businesses. Compared with other forms of
financial assistance, such as grant programs, tax
changes can be more directly accessed by companies,
normally require less administration, and are subject
to the normal standards of tax accountability and
compliance.

The removal of tax-based impediments to environ-
mental cleanup would help brownfield sites better
compete economically with greenfield sites. The tax
changes would also provide a cash-flow cushion for
companies to help promote development, because capi-
tal raised from investors or borrowed from creditors
could be targeted directly to remediation and redevel-
opment rather than being used to cover tax obligations.

Under current tax provisions, funds spent on reme-
diation at brownfield sites typically have to be treated
as an upfront capital cost rather than an expense
deductible against current annual income. Under the
proposed incentive, any party incurring qualifying
remediation expenditures would be entitled to deduct
these amounts as expenses in computing income. This
would apply at both the federal and provincial levels.
(The expenditures could be identified as either pay-
ments or capital costs. The deduction could be claimed
in the year the cost is incurred or it could be carried
forward without limitation to subsequent years.)

Another option available to the federal government
is to create a Brownfield Redevelopment Current
Deduction and Investment Tax Credit to encourage
greater private sector participation in brownfield rede-

velopment. With this approach, qualifying remediation
costs would be classified as deductible business expens-
es which could be carried forward and would be
eligible for an investment tax credit. Such an incentive
could be valuable to a party that does not earn positive
taxable income in a year in which it incurs qualifying
expenditures. If the tax credit were claimed, qualifying
expenditure deductions made in computing income
would then be reversed.

To promote greater on-site soil remediation, a
higher deduction could be provided for in situ remedi-
ation than for cleanup measures involving the removal
and transport of contaminated soil to another site. This
would encourage active cleanup of contaminated soil
rather than relocation of the contamination problem.

Appropriate controls would need to be introduced
to ensure that financially viable projects do not bene-
fit unduly from using the incentive as a subsidy.

The proposed Brownfield Redevelopment Current
Deduction and Investment Tax Credit is similar in
many respects to the Scientific Research and
Experimental Development (SR & ED) program cur-
rently provided for in Sections 37 and 127 of the
Income Tax Act. Seven provinces currently sponsor
similar SR & ED incentive programs that deliver addi-
tional benefits to qualifying projects carried out in their
jurisdictions. To encourage brownfield redevelopment
projects, the provinces should extend their SR & ED
incentive programs to cover remediation work on
brownfield projects in their jurisdictions. In addition,
qualifying remediation expenditures should generate
refundable tax credits at the provincial level (whether
or not incurred by a small business corporation).

1.2 Remove Liens and Tax Arrears Against
Qualifying Brownfield Sites

Recommendation

That the federal and provincial governments jointly
develop principles and criteria for removing federal
and provincial liens and tax arrears in specific situa-
tions.

That the federal and provincial governments amend
their applicable bankruptcy and corporations legis-
lation to ensure that when a trustee in bankruptcy

quitclaims a property owned by a bankrupt compa-
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ny, then the property vests in the Crown; if the
company is incorporated under the Canada
Business Corporations Act, then the property vests
in the Crown in right of Canada; if the company is
provincially incorporated, the property will vest in
the province.

Rationale

Removal of liens and tax arrears:

reduces upfront costs to brownfield developers and
provides greater certainty of funds to developers at
early project stages (e.g. during purchase negotia-
tions), when it is difficult to obtain regular
financial assistance

represents a highly cost-effective approach to deliv-
ering financial assistance to brownfields, because it
can be delivered for free (except for administration
costs) to sites that may be of zero or very little
worth to the government in the absence of any
redevelopment.

Discussion

Many brownfield properties are delinquent in their
property tax payments to the point where they are sub-
ject to a municipal tax sale*. However, such properties
are often difficult to sell, because of deteriorated condi-
tions, known or perceived site contamination, and the
anticipated high costs of remediation. If left vacant,
these sites typically are prone to vandalism and become
a burden to the municipal government. Although
many of these sites do not pay municipal taxes, they do
draw heavily upon municipal resources in the form of
police, fire and inspection services, as well as enforce-
ment and infrastructure maintenance services.

Often, such properties are also encumbered by out-
standing Crown liens*, both federal and provincial,
which cannot be cancelled through a municipal tax sale.
The combination of back taxes and Crown liens can ren-
der a local redevelopment proposal unfeasible. The prior
agreement to remove all or part of these liens could be a
deciding factor in the financial viability of a potential
brownfield redevelopment project. This form of incen-
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tive has been offered in the past on an ad hoc basis by all
levels of government. (The actual removal of the lien or
tax arrears should not be finalized until the completion
of cleanup, to prevent a situation where a lien is forgiven
and then no redevelopment takes place.)

Some provinces are considering developing a set of
criteria and protocols to qualify brownfield redevelop-
ment projects for removal of all provincial liens in the
event of investor interest. This process would be more
effective if clear and consistent criteria and processes
were established across all governmental jurisdictions,
so that developers and purchasers would know whether
a particular site, wherever it might be located, was eli-
gible for lien removal. In particular, a federal program
to remove liens against affected properties could be
linked through a federal-provincial agreement that,
among other things, standardizes criteria and protocols.

Changes to federal and provincial legislation are
also needed to address the special question of brown-
field sites that are caught up in bankruptcy
proceedings. The courts have interpreted section 20 of
the federal Bankruptcy and Insolvency Act to mean that
when a trustee in bankruptcy quitclaims* a property,
the property returns to the bankrupt company.
However, this in effect creates an orphan site, with no
entity in control of the property—a development that
can have dramatic and even dangerous consequences.

To ensure that there is some entity in control of
the property when a trustee in bankruptcy quitclaims a
property, the Bankruptcy and Insolvency Act, the Escheats
Act and the federal Canada Business Corporations Act, as
well as the provincial equivalents, will need to be
amended to state that, under these circumstances, the
property vests in Her Majesty in right of Canada, or
the province, as appropriate. It is also vital that the des-
ignated ministry receive the necessary funding to
manage these sites until remediation.

(It should be noted that removal of the lien does
not release the original debtor from the amount owing
to the Crown. Similarly, the vesting of property in the
right of the federal or provincial government does not
release the original polluter from liability, nor, with
proper safeguards, would it create any additional liabili-
ty for the Crown).



1.3 Provide Mortgage Guarantees for Qualifying
Brownfield Sites

Recommendation

That the Canada Mortgage and Housing
Corporation provide, under its current mandate,
mortgage guarantees for brownfield redevelopment
projects providing housing.

That the federal government expand the mandate of
the Canada Mortgage and Housing Corporation to
allow the corporation to provide mortgage insur-
ance for residential, commercial or industrial
development for qualifying brownfield sites.

Rationale

Government mortgage guarantees:

target the market failure of lack of access to capital
from conventional sources that arises when lenders
have concerns over the reduced value of properties
and collateral due to contamination

complement the tax changes and lien relief pro-
posed in recommendations 1.1 and 1.2, because
the impact of mortgage guarantees on capital mar-
ket imperfections is likely to be in the
post-remediation stage, when the environmental
status of the land is clear enough to attract loan
financing from conventional sources.

Discussion

Government mortgage guarantees have been one of the
principal instruments used to encourage brownfield rede-
velopment in the United States. In Canada, the Canada
Mortgage and Housing Corporation (CMHC) has acted
as a vehicle to facilitate higher-risk mortgage financing, as
well as direct lending in certain circumstances.

To encourage Canadian banks and other financial
institutions, such as insurance companies, to get
involved in funding brownfield redevelopment,
CMHC should, without altering its existing legislative
mandate under the National Housing Act, provide
mortgage insurance for brownfield redevelopment
sites—providing that the purpose of the redevelopment
is to provide housing. Mortgage guarantees could be
provided via programs similar to those that currently

exist under CMHC and the federal Small Business
Loan program.

Expanding the mandate of CMHC to cover resi-
dential, commercial and industrial development of
brownfield sites would give even more impetus for pri-
vate sector action. This type of mortgage insurance
could help encourage traditional lenders to provide
additional loan capital for brownfield developers. Only
minimal government funding would be needed, as
CMHC assistance would remain a self-sustaining
insurance program with fees charged to those develop-
ers requiring this type of insurance.

Brownfield redevelopment sites are unlikely to have
a higher default rate than the property portfolio for
which CMHC currently provides mortgage insurance.
To the extent that traditional lending institutions agree
to participate in such public initiatives, they will never-
theless still rely on their own due diligence investigations
to ascertain the feasibility of proposed projects. Where
private sector support is not forthcoming, CMHC
would not be prevented from lending directly.

1.4 Provide Revolving Loans for Qualifying
Brownfield Sites

Recommendation

That the federal, provincial and municipal govern-
ments establish brownfield revolving loan fund
programs to make low-interest loans available to
both private and public parties.

That all levels of government establish qualifying
criteria to target loans to brownfield redevelopment
projects that contribute positively to the economic,
social and environmental benefit of the local com-
munity and to its revitalization.

Rationale

Revolving loan funds:

are particularly well suited for the middle tier of
brownfields that are only marginally unprofitable
to private developers, because they deliver a modest
level of financial assistance in the form of reduced
interest rates while addressing capital market
imperfections that prevent some projects from
accessing any form of financing
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complement the proposed mortgage guarantees at
the federal level (recommendation 1.3), by allow-
ing for substantial incorporation of regional and
local decision making and application of local
knowledge on a targeted, project-by-project basis,
thereby enabling loans to be extended to areas
where primary lenders might not reach.

However, a revolving loan program must be well
designed and focused in order to avoid delays in project-by-
project approval by multiple government partners—such
delays could act as a disincentive to developers.

Discussion

Revolving loan funds can be a powerful and flexible
financial tool for promoting brownfield redevelopment
in both urban and rural areas. (Such funds are called
“revolving” because they use loan repayments to make
new loans for the same authorized purposes.) This
approach has been used successfully, for example, by
the Toronto Atmospheric Fund (TAF). TAF, established
in 1992 with an endowment of $23 million from the
City, uses revolving loans (and grants) to finance local
initiatives that support its mandate.

An essential component of the Brownfields
Economic Redevelopment Initiative of the United
States has been the creation of cooperative agreements
with states and municipalities to capitalize brownfield
cleanup revolving loan funds. Each loan fund pilot
project is funded with up to US$1 million over five
years. Revolving loan funds enable states and munici-
palities (as well as specified coalitions) that have shown
leadership in local redevelopment programs to make
low-interest loans to public and private applicants to
facilitate the cleanup and redevelopment of brownfield
properties.

Revolving loan programs of this type in Canada
would greatly encourage the upfront remediation work
needed to trigger action on brownfield properties, and
would help fill the gap created when financial institu-
tions refuse to finance remediation costs. They could
support municipalities and their private sector partners
that demonstrate their commitment and readiness to
act. They could also help fund brownfield redevelop-
ment efforts in rural areas, through funds available
from the repayment of initial loans made to urban
brownfield sites.
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Revolving loan fund programs could be adminis-
tered by the Federation of Canadian Municipalities,
CMHC, the Business Development Bank of Canada,
or qualifying provincial or municipal agencies.

Qualifying criteria for the loans would need to be
sufficiently flexible to reflect local circumstances. In
general, qualifying projects should demonstrate the
potential for one or more of the following benefits:

economic benefits, such as the creation or reten-
tion of employment opportunities, establishment
of new businesses, and increases in municipal
property tax revenues

social benefits, such as neighbourhood or commu-
nity renewal and revitalization, and reduced
pressure for urban sprawl into greenfield areas

environmental benefits, such as restoration of envi-
ronmental quality (air, water or land), elimination
or reduction of threats to human health and safety,
and conservation of biodiversity through the pro-
tection or preservation of wildlife habitat.

Consideration should also be given to making a
percentage of the loan forgivable in certain specific cir-
cumstances, as has been successfully done in a number
of U.S. states.

1.5 Provide Grants for Qualifying Brownfield Sites

Recommendation

That the federal, provincial and municipal govern-
ments cooperate to provide a comprehensive grant
funding program for qualifying brownfield sites.

That all levels of government jointly establish quali-
fying criteria to target grants to brownfield
redevelopment projects that contribute positively to
the economic, social and environmental benefit of
the local community and to its revitalization.

That grant funding be available only to municipali-
ties and non-profit organizations.

Rationale

Grants:

complement the other financial incentive recom-
mendations, because they can target those



brownfields that require substantial, direct financial
assistance to realize their potential

= are the most cost-effective and flexible method for
delivering a significant volume of financial assis-
tance, because the amounts can be tailored to each
project’s needs

= avoid the potential risk involved in delivering assis-
tance through the tax system, where the benefits
could be enjoyed by a wider group of recipients
than intended

= provide greater certainty to developers in their
project planning

= can be administered jointly with revolving loan
programs, so that project evaluation and negotia-
tions need only be carried out once.

Discussion

As demonstrated by the Revi-Sols program
in Québec, grant funding can be an
important tool for promoting brownfield
redevelopment, particularly where brown-
field sites have generated little interest or
support from the private sector.
Establishing qualifying criteria will
ensure that public funding is being uti-
lized in the most effective manner to
overcome market conditions and lever pri-
vate capital. Qualifying criteria should
ensure that these forms of public funding

are not provided to properties that would ., neighbourhood the

be redeveloped in any case.

As with revolving loans (recommendation 1.4), cri-
teria for grants would need to be sufficiently flexible to
reflect local circumstances.

Projects that qualify for grants can stimulate
much-needed site assessment initiatives and the wider
adoption of market-ready “green remediation tech-
nologies.” They could also promote sustainable design
elements within land use planning projects. This
approach would help integrate the objectives of
restoring and redeveloping sites while sponsoring
more innovative approaches to municipal land use

planning and economic development initiatives.

Current funding models (such as the Federation of
Canadian Municipalities’ Green Municipal Enabling
Fund) should be reviewed, adapted or expanded to
accommodate the specific funding needs of brownfield
redevelopment. A new grant funding program, involv-
ing all levels of government, could be established with
criteria for site assessment and revitalization demon-
stration projects. The criteria should limit the
availability of grants to municipalities and non-profit
organizations (including properties remediated under
the control of these entities) to target those sites where
remediation is not market-driven. (For example, a
municipality may want to remediate a brownfield site
to create a park or build a swimming pool.) However,
grant funding could also flow through a municipality
or non-profit organization to eligible private sector
projects.

former Angus Shops site in Montréal, 1999

Grant programs generally require a greater degree
of administration and flexibility than other financial
incentives, and are more effective when delivered to a
small number of entities for specific projects.

The proposed grant funding program could be
developed in consultation with key organizations such
as the Federation of Canadian Municipalities, provin-
cial municipal associations, the Canadian Bankers
Association, CMHC, the Canadian Urban Institute
and the Urban Development Institute.
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Strategic Direction 2:

Establishing an Effective Public Policy
Regime for Environmental Liability and
Risk Management

The recommended actions under Strategic Direction 2
of the strategy seek to:

provide all participants in brownfield redevelop-
ment with a clear, fair and consistent public policy
regime to bring greater certainty and efficiency to
questions of liability and risk management

promote a coordinated effort on liability and risk
management among all levels of government.

Effective liability protection for participants in
brownfield redevelopment is a cornerstone of a success-
ful long-term national strategy for revitalizing Canada’s
brownfields.

Uncertainty over liability affects every participant
in brownfield redevelopment, from current owners and
developers, to lenders, insurers and municipal govern-
ments. Until all governments recognize and address this
challenge in a coordinated and fair manner, liability
concerns will be enough to stall progress on too many
of the country’s brownfield sites.

2.1 Allow Binding Contractual Allocation of
Liability

Recommendation

That provinces and territories establish legislation
permitting binding contractual allocations of regu-
latory and civil liability among parties relevant to a
brownfield site, upon filing of adequate financial
assurances to cover site remediation costs.

Rationale

These provisions:

directly address the market failures stemming from
“regulatory and civil liability risk,” including
downstream failures in the capital markets and
insurance markets

complement and reinforce other recommendations
relating to regulatory and civil liability (recommen-
dations 2.2, 2.3, 2.4)
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provide a more controlled framework for future
risk, enabling developers to better quantify the
financial implications and spread risk through the
usual mechanisms of insurance, reinsurance and
diversified ownership; the result is lower initial
costs to private brownfield developers and redevel-
opment of more brownfields.

However, the measure would need to be designed
to avoid an unintended bias of behaviour toward pollu-
tion and cleanup rather than pollution prevention. For
example, a polluter might escape liability by capitaliz-
ing a shell company (a company that exists only “on
paper” and that possess no appreciable resources) to do
cleanup and then transferring the land and any future
liability to that company.

Discussion

Landowners who sell brownfield properties remain
open to liability claims despite the sale of such proper-
ties. Consequently, brownfield landowners often will
not sell or remediate sites because the magnitude of
potential liabilities and associated costs exceed potential
returns on a sale.

To help put brownfields back into the marketplace,
a vendor should be allowed to sell or transfer liability
upon selling a brownfield property to an arm’s-length
purchaser. When liability is transferred along with the
land, the party that stands to benefit from a future
change in land use after remediation—the developer—
takes on the liability. While parties can currently
allocate liability by means of a contract, such alloca-
tions are only binding between the contracting parties.
The allocation of liability is not recognized by courts in
liability suits with respect to parties outside the con-
tract (i.e. regulators and third parties).

Parties to a brownfield transaction should be able
to designate, by contract, the party that will be respon-
sible for responding to civil and regulatory
environmental liabilities associated with a site and its
redevelopment. This recommended approach would
enable all parties to more effectively manage liabilities
connected to brownfield sites, whether these are liabili-
ties arising in the context of the redevelopment project
itself or subsequent liability claims that may be
advanced until expiration of all applicable limitation
periods*.



In order to ensure the protection of innocent per-
sons, the legislation should recognize contractual
allocations of liability only if the party assuming the
liability lodges sufficient financial assurances to under-
take remediation. Whether in the form of a statement
of adequate net worth, security or liability insurance,
such financial assurances would preclude situations
where vendors intentionally sell to shell companies,
thereby freeing themselves of liability while stranding
liability with an entity that is in no position to pay out
legitimate claims arising from remediation.

Implementation of this recommendation to permit
contractual allocation of liability may require a shift in
approach on the part of some provincial governments.

2.2 Provide for Termination of Regulatory
Liability

Recommendation

That provinces and territories establish legislation
providing for clear and unequivocal termination of
all on-site and off-site regulatory liabilities upon
issuance of regulatory approval of remediation, sub-
ject only to specified reopeners or fraud.

That applicable federal environmental protection
legislation be amended to provide for federal gov-
ernment acceptance of the approvals process
implemented by a province or territory, thereby
exempting the property from federal liability.

That provinces and territories establish legislation
providing for the registration on title of any right to
regulatory liability termination or allocation.

Rationale

These provisions:

directly address the market failures stemming from
“regulatory liability risk,” including downstream fail-
ures in the capital markets and insurance markets

provide a more controlled framework for future
regulatory risk, enabling developers to better quan-
tify the financial implications and spread risk
through the usual mechanisms of insurance, rein-
surance and diversified ownership; the result would

be lower initial costs to private brownfield develop-
ers and redevelopment of more brownfields.

However, there would be a need to include meas-
ures to protect innocent third parties, such as
purchasers and future occupants.

Discussion

Allowing parties to allocate liability would not, on its
own, be enough to overcome the redevelopment obsta-
cles posed by liability issues. All levels of governments
should adopt legislation that provides for the clear and
unequivocal termination of all on-site and off-site regu-
latory liabilities upon the issuance of regulatory
approval of remediation (reversible only in circum-
stances of emergency and fraud, or if the owners or
their successors do not obey any conditions attached to
the property). Protection from liability should extend
to all past, present and future title holders, occupants,
polluters, developers, lenders and approving agencies.

Terminating regulatory liability upon remediation
would enable the parties involved in redeveloping a
brownfield property to determine more precisely the
risks associated with development and to quantify the
cost of compliance for financial planning purposes. In
the event that circumstances leading to regulatory lia-
bility arise, third parties would have recourse to an
insurance fund (see recommendation 2.4).

In the United States, some jurisdictions have
adopted the practice of granting liability protection
subject to defined reopeners* (circumstances where lia-
bility termination is reversed). Reopeners should be
permitted for changes in land use, though this would
be the responsibility of the new owner and not the for-
mer owners. However, liability protection should not
be subject to reopeners based on changing standards, as
this would have the effect of diluting the benefits that
accompany the granting of a regulatory approval.
Criteria and standards imposed to guide the cleanup
projects must be sensitive to what can be achieved with
the most current and advanced technology and prac-
tices available at the time.

Mechanisms put into place to bring about liability
closure should also be harmonized among all levels of
government. That is, compliance with provincial stan-
dards should simultaneously lead to closure of federal
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obligations. This result could be accomplished in
Canada through amendments to applicable environ-
mental protection legislation that provide for federal
government acceptance of the approvals process imple-
mented by the provinces or territories.

To support these recommendations dealing with
termination of liability, provincial legislation is needed
to provide for the registration on title of any right to
regulatory liability termination or allocation. This reg-
istration would provide innocent purchasers and future
occupants with sufficient information on the environ-
mental history of a given site, including in particular
the identity of responsible persons or the availability of
post-limitation period insurance funds in their stead,
should any post-remediation claims arise. Provincial
governments should be assured that any future claims
would be covered by insurance funds financed by the
premiums levied on parties applying for liability pro-
tection, and that these costs would not fall on the
provinces themselves.

Adoption of this approach would require amend-
ment of the “discoverability” rule by deeming the
limitation “clock” to start upon registry on title, rather
than upon discovery of the situation leading to the
cause of action. The discoverability of the action is
dealt with by the requirement that the approval docu-
ment be registered on title and available for public
review with a simple title search.

As a first step toward this goal, provinces should
review and amend current joint and several liability
regimes to reflect the Canadian Council of Ministers of
the Environment (CCME)’s principles on apportion-
ment of liability.

2.3 Provide for Termination of Civil Liability
After a Limitation Period

Recommendation

That provinces and territories establish legislation pro-
viding for termination of civil liability after the expiry
of an applicable limitation period.

That provinces and territories establish legislation pro-
viding for the registration on title of any right to civil
liability termination or allocation.

I
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Rationale

The provision to terminate civil liability after a limita-
tion period:
directly address the market failures stemming from
“civil liability risk,” including downstream failures
in the capital markets and insurance markets

provides a more controlled framework for future
civil risk, enabling developers to better quantify the
financial implications and spread risk through the
usual mechanisms of insurance, reinsurance and
diversified ownership; the result is lower initial
costs to private brownfield developers and redevel-
opment of more brownfields.

However, as with the recommendation regarding
the termination of regulatory liability, this initiative
would need to include measures to protect innocent
third parties.

Discussion

The termination of civil liability to third parties should
be provided on the same terms as the termination of
regulatory liability, that is, it should be based on
approval of the remediation by provincial environmen-
tal agencies. The party seeking commencement of the
limitation period for civil liability would be required to
provide financial assurance in the form of a statement
of adequate net worth, security or liability insurance.
Such a statement should provide evidence of sufficient
financial resources to meet any subsequent obligation
to remediate or to cover any proven liability claim that
may arise during the limitation period.

In order to promote greater certainty in the mar-
ketplace while protecting innocent third parties, civil
liability should be made subject to a clearly defined
limitation period. The limitation period should start
from the date of the regulatory approval and public
registration of the remediation.16 The linking of the
limitation period to a registration, coupled with the
requirement to use a public notice by registration
through the land registry system, would preserve the
rights of potential claimants—they would still have the
originally legislated period of time available to carry
out their own due diligence investigations.

The imposition of a more definitive limitation
period for civil liability would not bar a third party




from suing. However, after the expiry of the limitation
period, the defendant would no longer be the party that
performed the cleanup and received regulatory approval
of remediation. Instead, the defendant would be the
applicable insurance fund entity. Therefore, any residual
need for third-party protection arising after expiry of the
limitation period would be addressed through the same
insurance fund proposed to support the cessation of reg-
ulatory liabilities (recommendation 2.4).

Under the liability regime proposed for civil and
regulatory claims, the certification of regulatory
approval ought to suffice as the property owner’s
defence against actions by third parties that allege that
the certification ought not to have been issued in the
first place. In this context, claims in relation to certifi-
cation become the responsibility of the certifying
authority.

As with the termination of regulatory liability,
provincial legislation is needed to provide for the regis-
tration on title of any right to civil liability termination
or allocation to provide innocent purchasers and future
occupants with sufficient information on the environ-
mental history of a given site.

As with recommendation 2.2, provinces should
first review and amend current joint and several liabili-
ty regimes to reflect the CCME’s principles on
apportionment of liability.

2.4 Create an Insurance Fund for Post-Liability
Termination Claims

Recommendation

That provinces and territories that agree to post-
remediation termination of regulatory and civil
liability establish legislation setting up an insurance
fund for liabilities falling to the province or territo-
ry after exhaustion of the term of post-remediation
private insurance.

That the federal government work with these
provinces and territories to assist in initial funding
and establishment of the most efficient and cost-
effective means of running the insurance fund.

Rationale

An insurance fund for post-liability termination claims:

directly addresses imperfections in the insurance

market that follow from open-ended regulatory
and civil risk

is an essential instrument for addressing the market
failures of regulatory and civil liability risk, com-
plementing the general recommendations on
terminating these risks (recommendations 2.2 and
2.3)

helps provide developers with greater certainty in
project planning, by converting the risks of future
liability to a known cost through the premium paid

is a flexible, selective and cost-effective approach
that can be targeted to those projects that have
received risk relief from governments participating
in the fund as part of negotiated arrangements for
the redevelopment of selected brownfields.

Discussion

The prospect of open-ended regulatory and civil
liability is a key barrier to brownfield redevelopment in
Canada. The private insurance industry has developed
a number of products to meet the concerns of parties
involved in brownfield redevelopment. Based on the
experience of environmental liability claims in the
United States, however, open-ended coverage is simply
not available—there are time limits put on the term of
coverage.

The termination of regulatory and civil liability
(recommendations 2.2 and 2.3) does create a risk that
innocent parties will be harmed in the future and have
no recourse for a claim. To protect such innocent third
parties, the establishment of insurance protection to
cover future legitimate claims should accompany any
termination of liability. Private insurance should cover
the first 15 years of exposure following completion of
remediation in an amount to be determined by each
province.

Following termination of the private insurance, lia-
bility for new claims would fall to the individual
province and would be paid from the provincial fund
built up by premium payments made by the remedia-
tor or developer at the time of regulatory approval of
remediation.

There are several alternatives for managing the insur-
ance fund:

Each province could manage the premiums and
claims on its own.
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A national fund could be set up and run by the
provinces and territories, with pooled premiums
and claims.

A federal fund could be set up with the coopera-
tion of the federal, provincial and territorial
governments, with pooled premiums and claims.

The fund could be handled on a national basis by
a private insurer on behalf of the provinces and ter-
ritories.

Coverage could be provided by private insurance,
with reinsurance provided by the federal, provincial
and territorial governments.

Federal assistance would be needed to facilitate the
set-up of the second, third or fourth alternatives.

There are safeguards built into the overall process
through the involvement of private insurers during the
first 15 years. The insurers would certainly review the
remediation plans and the competence of the remedia-
tors, and ensure that remediation is carried out
according to specifications. Failure to do this would
seriously increase the possibility of a claim during the
initial 15-year coverage. There is also the possibility of
reinsurance being available to a fund under any of the
approaches, to reduce the exposures on a financial,
time or combination basis.

2.5 Apply Site-Specific Assessment and Approvals
Regimes

Recommendation

That provinces, or regions consisting of several
provinces, establish effective, scientifically current
assessment regimes, with protocols and sufficient
human and technical resources to enable site-specific
assessment of the commonly occurring contaminants
of concern in brownfields in an expeditious and cost-
effective manner.

That provincial governments establish a system for
approval of risk assessment-based remediation.

That the federal government negotiate memoranda
of agreement with provinces to accept provincially
approved assessments for the purpose of federal
environmental enforcement, and to provide a
covenant not to sue where provincial approval has
been provided.

I
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That municipal governments, where applicable,
streamline their approval process for brownfields
and refrain from substituting their own standards
for those of provinces through the municipal
approvals and permitting process.

Rationale

Comprehensive site assessment* and approval regimes in
provinces and territories will:

minimize the “regulatory delay” market failure
resulting from the uncertainty created by some
government planning and approval processes,
which deters potential brownfield redevelopers
from initiating projects

help developers better quantify and lower costs

promote the use of best practices in assessment and
remediation, encouraging the development of more
homogeneous groups of brownfields, which in turn
facilitate the development of lower-cost standard-
ized insurance forms and products.

Discussion

As part of a clear and effective public policy regime for
brownfield redevelopment, governments at all levels
need to address concerns about risk assessment issues.
They need to consider establishing protocols and put-
ting in place sufficient human and technical resources
and expertise to facilitate expeditious and cost-effective
site-specific risk assessments* for commonly occurring
contaminants of known concern. They also should
consider establishing systems for reviewing risk
assessment-based remediation on a timely basis.

The first recommendation could be implemented
under the umbrella of the Canadian Council of
Ministers of the Environment, building on the
Council’s previous work on approaches to managing
contaminated sites.

2.6 Provide for Regulatory Approvals of
Remediation

Recommendation

That provinces and territories establish legislation
providing for regulatory approval and confirmation
of the acceptability of remediation efforts.



Old foundry buildings before redevelopment, Spencer Creek
Village, Dundas, Ontario, 1998

Discussion

Provincial legislation should provide for regulatory
approval and confirmation of the acceptability of reme-
diation efforts, whether conducted to generic criteria* or
to site-specific risk-assessed criteria. Where standards are
known and predictable, expertise can be more effectively
deployed in the remediation process. In effect, remedia-
tion practices developed and employed to achieve
standards can themselves become standardized and sub-
ject to review and regulation. Costs also become more
manageable, which in turn creates confidence in the
marketplace.

TR

New residential units at Spencer Creek, 2001

Rationale

Regulatory approval of remediation will:

= help reduce any “regulatory delay” market failure
and bring greater certainty to the project planning
process

= help developers better quantify and lower costs

= complement and reinforce the recommendation on
site assessment and approval regimes (recommen-
dation 2.5), contributing to more standardized
remediation practices and insurance products

= support implementation of the recommended
insurance fund (recommendation 2.4)

= act as the trigger for the termination of regulatory
liability and for applicable limitation periods relat-
ed to civil liability (recommendations 2.2 and 2.3).

As a prerequisite for approval,
the party seeking approval (i.e. the
redeveloper) would be required to
pay a premium into an insurance
fund that would be available for
regulatory or civil liabilities arising
or discoverable after termination
of liability (see recommendation
2.4).

B Strategic Direction 3:
Building Capacity for
and Community
Awareness of Brownfield
Redevelopment

The recommended actions under Strategic Direction 3
of the strategy seek to:

= enhance capacity at all levels to facilitate brown-
field redevelopment

»  build awareness among all partners of the benefits
and challenges of brownfield redevelopment

= build shared objectives around a common vision of
transforming brownfield sites into active centres of
community life

= forge partnerships based on community involve-
ment and support.

Successful brownfield redevelopment projects are
built around community awareness, support and skills.
A major objective of the national strategy, therefore,
must be to develop community awareness and capacity
in Canada around brownfield redevelopment through
education, training and demonstration projects.
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3.1 Increase Capacity to Undertake Brownfield
Redevelopment Projects

Recommendation

That the federal, provincial and municipal govern-
ments seek to make better use of existing
brownfield redevelopment expertise in Canada
through information networks and exchanges.

That all levels of governments cooperate with the
private and not-for-profit sectors to establish a
National Brownfield Association to coordinate
efforts to build Canadian capacity to undertake
the redevelopment of brownfields.

That all participants in brownfield redevelopment
identify training requirements and provide appro-
priate training opportunities for their staff,
members or clients.

Rationale

Capacity-building initiatives:
directly address the market failures of risk percep-
tion and lack of awareness

like awareness-raising efforts, are highly cost-effec-
tive and easy to administer, because they can be
targeted to and partnered with selected groups

strongly complement and reinforce initiatives
addressing the market failures of lack of access to
capital, regulatory and civil liability risk, and regu-
latory delays.

Discussion

A comprehensive, national brownfield education, train-
ing and communications initiative could take
advantage of the considerable expertise on brownfield
redevelopment that exists within Canada. In particular,
such an initiative could disseminate expert knowledge
more widely by establishing a brownfield information
network to link up groups that represent a range of
professionals whose involvement is essential to resolv-
ing the brownfield challenge in Canada. Emphasis
should be given to disseminating knowledge of state-
of-the-art practices through the network.

Once the network is established in Canada, the
federal government should establish and maintain an
interactive Internet site that contains links to similar
international information networks. The Internet site
could showcase Canadian efforts and expertise and fos-
ter global awareness of Canadian initiatives. For
example, it could direct attention to the comprehensive
body of information developed on the field application
of soil and groundwater remediation techniques, which
is available through the Montréal Centre of Excellence
in Brownfields Rehabilitation and the Ontario Centre
for Environmental Technology Advancement.

Ideally, a single group or organization within the
brownfield information network should be designated
to lead and coordinate activities to ensure effective
management. It may be advisable to establish a
National Brownfield Association to take on this role, so
that the lead group has access to the views of all parties
interested in brownfield issues. A National Brownfield
Association could organize an annual brownfields con-
ference. It could also help establish brownfield
committees at the community level or more widely
promote committees that may already be at work.

Training programs are another key element of
building capacity. For example:

training for municipal and provincial officials
involved in reviewing development proposals could
focus on expert analysis and the formulation of
remediation strategies for individual projects

peer exchange programs among municipalities
could quickly bring the knowledge and practices of
more advanced municipalities to municipalities at
the beginning of the learning curve

professional associations could offer education and
training workshops for their members and clients.

3.2 Facilitate the Demonstration of Innovative
Environmental Technologies and Remediation
Processes

Recommendation

That the federal government work with the provin-
cial regulatory agencies responsible for issuing
technology demonstration permits to develop and
implement a temporary certificate of approval system;
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the system would focus on the expedient approval
for demonstration of near-market or commercial
remediation technologies on designated brownfield
sites throughout Canada.

That Industry Canada’s Technology Partnerships
Canada Program be extended to include funding for
the demonstration of remediation technologies on
designated brownfield sites in Canada.

Rationale

Efforts to demonstrate successful emerging technolo-
gies and processes:

directly address the market failures of risk percep-
tion and lack of awareness

complement efforts to address other market failures
associated with liability risk and risk perception, by
generating greater confidence in state-of-the-art
technology

complement and reinforce efforts to address the
market failure of lack of capital, by lowering rede-
velopment costs for brownfield developers and
reducing uncertainty in project planning

can be cost-effective and relatively simple to
administer, through the establishment of strict
qualifying criteria.

Discussion

Canada’s national brownfield redevelopment strategy
should support efforts to bring to market made-in-
Canada environmental technologies and remediation
processes. These efforts should strive to provide an
additional platform in support of Canadian innovation
that complements programs already in place to pro-
mote the development, demonstration and
commercialization of environmental technologies.

In Quebec and several other provinces, temporary
approvals or temporary operating permits (certificates
of approval) can be issued for technology vendors that
want to demonstrate the validity of their technological
claims and test the effectiveness of their processes.

The concept could be extended to brownfields,
with the assistance of funding programs such as
Industry Canada’s Technology Partnerships Canada
Program. Where environmental technology vendors are

provided with the financial means to demonstrate their
technologies and to bring them to market, they should
be granted access, through a formal process, to desig-
nated brownfield sites to test and perfect their
proposed technologies and techniques.

If innovators were provided with the requisite
means and venue to move forward with their innova-
tions, brownfield redevelopers in Canada would gain
access to a broader range of alternatives when evaluat-
ing cleanup approaches and remediation techniques.

New Canadian technologies could be marketed
through a national brownfields Internet site, which could
post a roster of verified technologies and companies that
could assist various stakeholders in selecting appropriate
technologies for specific brownfield circumstances.

The positive impact of such technology demonstra-
tion programs has been demonstrated by the
Superfund Innovative Technology Evaluation (SITE)
Program, operated by the U.S. Environmental
Protection Agency for the past 13 years.

3.3 Raise Awareness of the Benefits of
Brownfield Redevelopment

Recommendation

That all levels of government cooperate to develop
and implement an integrated communications and
education strategy to raise awareness among key
groups about the economic, social and environmen-
tal benefits of brownfield redevelopment.

Rationale

Initiatives to raise awareness of brownfields redevelop-
ment:

directly address the market failures of stigma and
risk perception, by reducing the over-estimation of
risk associated with remediated land, which artifi-
cially lowers the price at which redeveloped
brownfields can be leased or sold

are highly cost-effective and easy to administer,
because they can be targeted to and partnered with
selected groups

complement and reinforce initiatives addressing
market failures that increase the costs of brownfield
redevelopment, because improved awareness
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among developers, regulators and the public can
reduce the likelihood of regulatory delays in proj-
ect development.

Discussion

Successful brownfield redevelopment requires a shared
commitment among a range of participants—all levels
of government, private sector developers, the financial
sector and community groups.

A key task, therefore, will be to build awareness
among these groups of the challenges and opportuni-
ties presented by brownfields. Better understanding
and support of brownfield redevelopment can turn a
negative focus on soil contamination into a positive
focus on land recycling and environmental values.

In this effort, all levels of government have opportuni-
ties for action. Initiatives that could be undertaken
include:

declaring one week a year “National Brownfields
Week” to showcase various brownfield redevelop-
ment projects proposed, underway and completed
across the country

sponsoring, in collaboration with the Canadian
Urban Institute, an annual national brownfields
conference as the culmination of National
Brownfields Week, to provide opportunities for the
exchange of information and expertise and to rec-
ognize significant achievements in brownfield
redevelopment

promoting awareness among government officials
at all levels of the need to take an integrated,
multi-disciplinary approach to brownfield redevel-
opment

raising awareness among major landowners—pub-
lic and private—of the opportunities inherent in
brownfield redevelopment and of the innovative
measures in place that may help overcome barriers
to redevelopment

preparing and distributing a guide on best practices
in brownfield remediation, to raise awareness
among developers and the financial community
and to promote greater consistency and efficiency
in cleanup activities across the country

facilitating greater community involvement in
brownfield issues through consultations between

developers and the public and through neighbour-
hood “visioning” exercises, to identify and address
the concerns and benefits associated with brown-
field cleanup and redevelopment

recognizing, through annual awards, municipalities
and developers for technological innovations or
design elements incorporated in recent brownfield
redevelopment projects

preparing a brownfield primer for elected represen-
tatives of all levels of government, outlining the
challenges and benefits of redevelopment and high-
lighting Canadian success stories.

In Conclusion: Building a Successful
Strategy

The recommendations presented under the three
strategic directions represent a comprehensive, coordi-
nated approach to encouraging the redevelopment of
brownfields in many Canadian communities. The rec-
ommendations have been developed based on the
following conclusions drawn from previous Canadian
and international experience:

There is no single problem.

A range of interconnected market failures serve to keep
brownfields idle or abandoned in Canada. Challenges
are rooted in financing, the potential for liability, regula-
tory delays, attitudes toward risk and lack of awareness.

There is no single solution.

Each brownfield is different. Its future will be shaped by
a unique set of market failures and redevelopment
opportunities. A successful strategy must be built on pol-
icy instruments that recognize and allow for this
diversity. Just as there is no single problem at the root of
all brownfields, there is no single policy instrument—no
single tax credit or demonstration project—that can
hope to redevelop brownfields on its own.

Specific policy tools must target specific market
failures.

Each policy tool in the strategy must be targeted
according to the market failure or failures it most effec-
tively addresses. Each tool will have its strengths and
limitations, and it will be important to recognize both,
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whether in its focus on a specific market failure, its Policy tools cannot work in isolation.
cost-effectiveness, its scope of applicability, its ease of The policy instruments should not be considered in
administration or its potential for unintended results. isolation from one another. Building a successful strate-
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gy is not as simple as choosing
one or two financial incentives
and another measure related to
liability. Rather, the recommen-
dations should be recognized for
what they are: a package of meas-
ures that complement and
reinforce one another and that,
as a whole, speak to the chal-
lenges of brownfield
redevelopment in a realistic and
effective manner.

The rationale provided under
each of the recommendations
identified the strengths and limi-
tations of the individual policy
tool being proposed. Annex 5
provides an analysis of the broad-
er universe of potential policy
tools from which the recommen-
dations were drawn, and
identifies the complementarities
and connections among the tools
selected for the strategy.



Moving Forward

There can be few challenges that affect the
goal of sustainable development in Canada more directly and
immediately than the future of our brownfields—those
abandoned, idle and contaminated industrial properties that
blight the landscapes of cities and towns in every region.

Left as they are, brownfields can hurt the local economy and
pose a threat to human health and environmental quality.
Transforming these sites into vibrant centres of community
economic and social life is an excellent example of putting the
principles of sustainable development into practice.

The national strategy presents a realistic blueprint for
action on redeveloping Canada’s brownfields and helping to
build sustainable communities in every province. The recom-
mendations seek to build on the excellent progress made in a
number of Canadian communities and provinces on ques-
tions such as environmental liability and incentive financing.

The national strategy has been prepared, first of all, for
the consideration of leaders at all levels of government in
Canada, for the strategy must truly be a national one to suc-
ceed. No single government can address all the barriers to
brownfield redevelopment. Each has a unique role to play if
Canadians are to reshape those abandoned, contaminated
properties along waterfronts and in older industrial neigh-
bourhoods into places for new housing, new parks and
recreational facilities, and new offices for small enterprises.

But the strategy’s partners must extend well beyond gov-
ernments. Its vision and b