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Appraising Brownfield Sites
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While precise-looking valuation for-
mulas are available, brownfield valua-
tion is still more of an art than a sci-
ence. This is because the valuation
process requires significant estimation
and even speculation about the future
outcome of events in an uncertain
environmental remediation process,
regulatory and legal environment, and
is further dependent upon the “high-
est and best use” projected for the
property.

Traditional valuation usually concerns
property for which there is a reason-
ably efficient marketplace. With
brownfields, however, there are typi-
cally many additional issues for which
the outcome must be projected, with
the degree of estimation or specula-
tion largely a function of how far
along the site assessment and remedia-
tion process has progressed.

The additional valuation issues that
may need to be taken into considera-
tion include, but are certainly not
limited to:

 The extent of site assessment estab-
lishing the degree and type of envi-
ronmental contamination;

» The area affected by the contami-
nation, whether isolated or part of a
larger, perhaps even regional, con-
tamination problem involving other
properties and parties;

* The likelihood and anticipated cost
of removing or remediating the con-
taminants (particularly when ground
water is involved);

* The existence of an approved
remedial action plan, or the status of
development of a plan and the antic-
ipated time and cost to obtain regu-
latory approval of a proposed reme-
diation plan;

*The availability and time involved
in obtaining public agency or other
funding to pay for the site assess-
ment and remediation;

» The extent that other responsible
parties are undertaking remediation
at their cost;

+ The existence or availability of sep-
arate closure for soil, allowing use or
development to proceed on the sur-
face while groundwater issues remain
for future closure;

¢ The prospect of recovering assess-
ment, remediation and legal costs
from previous owners or operators of
the target property or from other
responsible parties, and the outcome
or likely outcome of litigation (if
any);

» The existence of any applicable
insurance coverages under past or
current insurance policies, the status
of any insurance claims and the
prospect of obtaining insurance
funding;

* The prospect of discovering unan-
ticipated conditions during remedia-
tlon;

* The length of time it will take to
complete remediation and obtain
regulatory closure;

* The nature and level of any resid-
ual contaminants that have been or

may be allowed to remain in place;

* The scope and limitations of avail-
able forms of closure, and the
prospect that a qualified closure may
be reopened by a regulatory agency
in the future;

* The availability and time involved
in obtaining additional regulatory
protection such as a prospective pur-

chaser agreement or covenant not to
sue;

* The availability and quality of
environmental representations, war-
ranties and indemnities from current
or previous OWNers Or OPErators,
either under existing agreements or
new negotiated allocation of envi-
ronmental risk;

» The availability, term and cost of
new environmental insurance against
contingent risks such as remedial
cost overruns or reopening of the
site by regulators due to possible dis-
covery of additional contamination
or change in regulatory standards;

* The length of time the entire
process is anticipated to take; and






