DRAFT DOCUMENT

CONFIDENTIAL & PRIVILEDGED


August 14, 2006

Mr. Robert A. Mount

Beaumont Services Company, LLC   

3601 West Thirteen Mile Road

Royal Oak, Michigan 48073-6769

RE:
Phase I ESA Update


Proposed Medical Facility


35-Acre Site 

Commerce Township, Michigan


SME Project Number: SE52533-01

Dear Mr. Mount:

SME has completed a Phase I Environmental Site Assessment (ESA) Update of the above referenced property, hereinafter referred to as the Property.  Attachment A contains a Property Location Map.  Attachment B contains a legal description of the Property as provided by Nowak & Fraus.

You authorized this Phase I ESA Update based on SME’s proposal dated April 17, 2006.  This report presents SME’s interpretation of the observed conditions based on field observations, interview with the Owner of Northpointe Cabinet Idea Center located at 1080 Welch Road, and a regulatory database review.  

This letter report serves as an update to applicable portions of SME’s previous Phase I ESA reports titled;

· Phase I Environmental Site Assessment 31-Acre Site, Commerce Township, Michigan, prepared by SME for the Property’s northwest parcel, and dated October 8, 2004.  (Parcel 1)

· Phase I Environmental Site Assessment 5-Acre Site, Commerce Township, Michigan, prepared by SME for the Property’s southwest parcel, and dated February 2, 2005.  (Parcel 2)

· Phase I Environmental Site Assessment 1080 Welch Road, Commerce Township, Michigan, prepared by SME for the Property’s northwest parcel, and dated November 30, 2005.  (Parcel 3)

The Property consists of a compilation of Parcels 1, 2, and 3, subject to easements. Refer to Attachment B for a legal description of the Property, provided by Nowak and Fraus.

This Phase I ESA Update was requested to identify recorded and observable recognized environmental conditions (RECs) associated with the Property, prior to the purchase and development of the Property.  SME understands Beaumont Services Company, LLC will rely upon the professional opinions and representations contained in this report, and in SME’s aforementioned Phase I ESA reports.  This reliance is not to be construed as a warranty or guarantee on the part of SME.  No other party may rely upon SME’s opinions, conclusions or reports unless SME has agreed to such reliance in writing.

Scope of Services

The Phase I ESA Update was conducted in general accordance with applicable portions of the American Society for Testing and Materials (ASTM) Standard on Environmental Site Assessments for Commercial Real Estate designation E 1527-00, “Standard Practice for Environmental Site Assessments: Phase I ESA Process”.  This Phase I ESA Update does not address the non-scope considerations as defined by Section 12 of the ASTM E 1527-00.

The scope of services for this project included an observational walkover of the Property, review of the previous Phase I ESA reports, an interview with a representative identified by the current Property owner as being knowledgeable about the Property, a regulatory database review, and preparation of this report.  Attachment C is the scope of services for the project. 

The purpose of this Phase I ESA Update was to identify REC(s) in connection with the Property and to assess the relative significance of the identified RECs.  A REC is defined by ASTM as;

...the presence or likely presence of any hazardous substance* or petroleum products on a property under conditions that indicate an existing release, a past release, or a material threat of a release of any hazardous substance or petroleum products into structures on the property or into the ground, groundwater, or surface water of the property.  The term includes hazardous substances or petroleum products even under conditions in compliance with laws.  Recognized environmental conditions are not intended to include de minimis conditions that generally do not present a material risk of harm to public health or the environment and that generally would not be the subject of an enforcement action if brought to the attention of appropriate governmental agencies.

*For the purposes of this Phase I ESA Update, a hazardous substance is a substance as defined in the ASTM Standard E 1527-00.

Property Walkover

On June 12, 2006, Mr. Jason Lafayette of SME conducted a walkover of the Property and observed Property conditions, features, and RECs.  
The Property consisted of approximately 35-acres of land, developed with two commercial buildings on the northwest parcel, located at the northeast corner of Welch Road and West Maple Road, in Commerce Township, Oakland County, Michigan.  The Property appeared generally consistent with the findings of SME’s previous October 8, 2004, February 2, 2005, and November 30, 2005 Phase I ESAs completed at the Property.  However, several of the 55-gallon drums reportedly stored along the exterior of the 1080 Welch Road parcel’s (Parcel 3) main building were no longer present.  Refer to the interview section of this report for additional detail of the 55-gallon drum storage.  SME identified no additional RECs in connection with the Property, beyond the RECs identified in the following Phase I ESA reports completed for various parcels of the Property.

PREVIOUS PHASE I ESA REPORT REVIEW

SME reviewed previous Phase I ESA reports completed for three separate portions of the Property including:

· Phase I Environmental Site Assessment 31-Acre Site, Commerce Township, Michigan, prepared by SME for the Property’s northwest parcel, and dated October 8, 2004.

· Phase I Environmental Site Assessment 5-Acre Site, Commerce Township, Michigan, prepared by SME for the Property’s southwest parcel, and dated February 2, 2005.

· Phase I Environmental Site Assessment 1080 Welch Road, Commerce Township, Michigan, prepared by SME for the Property’s northwest parcel, and dated November 30, 2005.

SME previously identified the following RECs in connection with the various parcels of the Property:

31-Acre Site Phase I ESA (Parcel 1)

· The former Sterling Garrett operation on the eastern portion of the Property;
· Historical excavation and backfilling activities on the Property; and
· Historical drum storage associated with the former off-site Venture Rim Products operations.
5-Acre Site Phase I ESA (Parcel 2)

· The reported former use of the Property for manufacturing and/or machining operations;

· The reported former use and storage of chemicals and heating oil on the Property;

· The reported concentrations of chloroform, ethylbenzene, toluene, and or xylenes in the soil and groundwater on the Property;

· The soil mounds with embedded debris on the Property;

· The former gasoline UST system on the north-adjoining site, approximately 30 feet north of the Property;

· The historical storage and leakage of drums on the north-adjoining site;

· The impacted soil identified on the north-adjoining site;

· The trichloroethene identified in groundwater on the northeast-adjoining site;

· The observed automobile service operation associated with the east-adjoining site; and

· The reported subsurface impact on the west-northwest-adjoining site.

1080 Welch Road Phase I ESA (Parcel 3)
· The historical use of the Property as a light industrial site including significant on site chemical use and storage.
· The potential historical release of contaminants into two existing septic fields at the Property.
· The presence of cis-1,2-dichloroethene (cis-1,2-DCE), trichloroethene (TCE), and vinyl chloride in soil above the applicable Michigan Generic Residential Cleanup Criteria, and the existing BEA of the Property.
· The listing of the Property as a CERCLIS, and a RCRAGN site.
· The previously identified unknown cinder block pit formerly located along the south side of the existing building.
· The on-site release of chemicals to the environment following a fire in 1994 and the lack of records for the remediation processes of these chemicals.
· The finding of chlorinated solvents in the 5-Acre site located northeast adjacent to the Property.
· The finding of chlorinated solvents in the 31-Acre site located east and southeast adjacent to the Property.
· The listing of Williams International Airport as a State Site within a 1/10th of a mile northwest off site.
· The listing of Marco Development as a LUST site approximately 1/10th to 1/5th of a mile northwest off site.
PREVIOUS PHASE II ESA REPORT REVIEW
SME performed subsurface investigations of the three separate parcels of the Property to investigate the RECs identified above.  Based on the findings of the subsurface investigations, “facility” level contamination was identified in the soil and/or groundwater at each of the three parcels of the Property and subsequent Baseline Environmental Assessment (BEA) reports and Due Care Plans were completed for the three parcels.  Refer to the following reports under separate cover for additional information regarding the nature and location of the subsurface contamination identified at the Property:

· Category “N” Baseline Environmental Assessment 31-Acre Site, Commerce Township, Michigan, prepared by SME for Commerce Township Downtown Development Authority, dated October 14, 2004.

· Due Care Plan 31-Acre Site, Commerce Township, Michigan, prepared by SME for Commerce Township Downtown Development Authority, dated January 17, 2005.

· Category “N” Baseline Environmental Assessment 1080 Welch Road, Commerce Township, Michigan, prepared by SME for Commerce Township Downtown Development Authority, dated February 10, 2005.

· Due Care Plan 1080 Welch Road, Commerce Township, Michigan, prepared by SME for Commerce Township Downtown Development Authority, dated February 10, 2005.

· Category “N” Baseline Environmental Assessment 5-Acre Site, Commerce Township, Michigan, prepared by SME for Commerce Township Downtown Development Authority, dated March 31, 2005.

· Due Care Plan 5-Acre Site, Commerce Township, Michigan, prepared by SME for Commerce Township Downtown Development Authority, dated July 7, 2005.

Standard Environmental Record Sources

SME retained FirstSearch Technology Corporation to provide an Environmental FirstSearch Report.  FirstSearch Technology Corporation reviewed the following state and federal regulatory agency lists to identify regulated and/or environmentally impacted sites within the specified search radii of the Property.  The dates of the lists reviewed by FirstSearch Technology Corporation are included in the Environmental FirstSearch Report in Attachment D.  Sites found on these lists are identified in the table at the end of this section.  
1. Michigan Department of Environmental Quality (MDEQ) – Remediation and Redevelopment Division (RRD), Michigan Act 451 Part 201 Sites of Environmental Contamination, 1-mile radius. (Part 201 Contaminated Site)

This list identifies locations of environmental contamination in the state of Michigan.  Environmental contamination, as defined by the MDEQ, is the release of a hazardous substance, or the potential release of a discarded hazardous substance, in a quantity which is or may became injurious to the environment or the public health, safety, or welfare.  This list provides information pertaining to the site location, pollutant, source, status, and risk assessment of these sites. 

2. MDEQ – RRD, Open and Closed Leaking Underground Storage Tank (LUST) Sites, 1/2-mile radius.  (Open LUST/Closed LUST)
LUST sites are regulated under Part 213 of Michigan Public Act 451 of 1994, as amended (Part 213).  These lists are comprised of sites where the source of release is from a regulated UST. 

3. MDEQ – Waste and Hazardous Materials Division (WHMD), Registered USTs, Property and adjoining sites.  (Registered UST)

The MDEQ UST database provides information about current or previously registered UST systems in the State of Michigan.  This list identifies sites which have or have had registered, regulated UST systems as defined by Part 211 of Michigan Public Act 451 of 1994, as amended (Part 211). 

4. MDEQ - WHMD, Operating Solid Waste Landfills in Michigan listing, Solid Waste Disposal Areas in Michigan listing, 1/2-mile radius.  (Landfill)

These lists identify known operating landfills and solid waste disposal areas in the State of Michigan, including transfer and processing centers. 

5. United States Environmental Protection Agency (USEPA) Superfund Comprehensive Environmental Response, Compensation and Liability Information System (CERCLIS) Hazardous Waste Sites, 1/2-mile radius.  (CERCLIS)

The CERCLIS list is a compilation by the USEPA of sites under investigation for potential contamination under the Comprehensive Environmental Response, Compensation and Liability Act of 1980 (CERCLA), also known as Superfund. 

6. USEPA Superfund CERCLIS Archive No Further Remedial Action Planned (NFRAP) Sites, Property and adjoining sites.  (CERCLIS-NFRAP)

The CERCLIS Archive – NFRAP list includes sites that have been removed from the CERCLIS list.  These sites may be sites where, following initial assessment and investigation, contamination was not found, contamination was removed without the need for the site to be placed on the National Priorities List (NPL), or contamination was not deemed serious enough to warrant Federal Superfund action or NPL consideration. 

7. USEPA Superfund National Priorities List (NPL) listing, 1-mile radius.  (NPL)

The NPL is a list of Superfund sites that qualify for federal funds for remedial action and also appear on the federal CERCLIS list.  Sites are listed on the NPL upon completion of Hazard Ranking System screening, public solicitation of comments about the proposed site, and after all comments have been addressed by the USEPA. 

8. USEPA Federal Resource Conservation and Recovery Act of 1976 (RCRA) Large Quantity Generators (LQG) and Small Quantity Generators (SQG) List for Michigan, Property and adjoining sites.  (RCRA-SQG / RCRA-LQG)
The RCRA Generators includes sites and facilities in Michigan, which generate hazardous waste as defined by RCRA.  Since these sites are known and regulated they are generally not considered an environmental concern unless known to have a history of RCRA violations. 

9. USEPA RCRA Treatment Storage and Disposal (TSD) Facilities List, 1/2-mile radius.  (RCRA-TSD)
The RCRA TSD facilities list for Michigan includes sites that treat, store, or dispose of hazardous waste in the state of Michigan as regulated by RCRA . 

10. Federal Resource Conservation and Recovery Information System (RCRIS) Corrective Action (CORRACTS) Facilities List, 1-mile radius.  (CORRACTS)
The RCRIS CORRACTS list for Michigan includes sites that generate, treat, store, or dispose of hazardous waste and which are currently conducting corrective actions in the State of Michigan as regulated by RCRA. 

11. USEPA Emergency Response Notification System (ERNS) List, Property only.  (ERNS)
The National Response Center (NRC) maintains a list of reported CERCLA hazardous substance releases or spills in quantities greater than the reportable quantity.  The NRC is the sole federal point of contact for reporting oil and chemical spills.  The database contains information regarding incident date, location, responsible parties, type of incident, medium affected, materials released, and remedial actions. 

12.  MDEQ Baseline Environmental Assessment (BEA) List, Property and adjoining sites.  (BEA)
The BEA list identifies sites of known impact reported by the potential purchaser or operator of a “facility.”  The purpose of a BEA is to establish the means to distinguish a new release from pre-existing contamination so the new owner or operator is not held liable for responding to releases caused by others.

TABLE OF LISTED SITES

	Site Name and Address
	Approximate Distance and Direction
	Name of List

	Venture Rim Products

1080 Welch Road

Light Industrial Site

1080 Welch Road

Cabinet Properties, LLC

1080 Welch Road

Tecla Co Inc.

2455 West Maple Road
	Property

Property

Property

Property
	CERCLIS

RCRAGN-SQG

Closed UST

BEA

BEA

RCRAGN-SQG

	Sheller-Globe Corp

2701 West Maple Road
	Approximately 1/6-mile southeast of the Property.
	Closed LUST

Closed UST

	Williams International

2077-2089 Easy Street
	Approximately 1/10-mile northwest of the Property.
	Part 201

	Marco Development Co.

2020 Easy Street
	Approximately 1/7-mile northwest of the Property.
	Open LUST


The Property was listed as a CERCLIS site.  According to the FirstSearch report, after a fire in 1994, approximately 280 55-gallon drums of polyurethane components had been exposed to heat.  Removal negotiations for the drums took place on June 13, 1994, and ended on November 30, 1994, after the remediation processes were complete.  SME was unable to obtain records of the remediation process In SME’s opinion, the on-site release of chemicals to the environment following a fire in 1994 and the lack of records for the remediation processes of these chemicals represents a REC in connection with the Property..
The Property was also listed as an Underground Storage Tank site with the removal of a diesel and gasoline USTs in 1990.  According SME’s 1080 Welch Road Phase I ESA, dated November 30, 2005, SME reviewed a TEC Phase I ESA, which reported the USTs were present in the “southwest corner of the site,” however no figure or location was reported.  The TEC Phase I ESA contained a copy of a February 5, 1992 letter from the Department of State Police.  The letter indicates no evidence of a confirmed release was noted due to analytical testing and no further information/action is required.  In SME’s opinion, the two former USTs do not appear to represent a REC in connection with the Property based on the reported conditions upon removal of the USTs.

The Property was listed on the BEA list, which indicates a BEA of the Property was conducted.  In addition, SME previously performed subsurface investigations at the three separate parcels of the Property, which identified “facility” level contamination present in the soil/or groundwater at the Property, and resulted in the completion of BEAs for each of the three Property parcels.

The Property was listed as being a RCRAGN-SQG, or small quantity generator of hazardous waste.  Because the Property has a history of chemical use and storage as well as incidents of fire damage causing the release of chemicals, the listing of the Property as a RCRAGN represents a REC in connection with the Property.

Williams International and Marco Development were listed as a Part 201 site and open LUST site, located 1/7-mile to 1/10-mile northwest of the Property.  Through previous work in the area, SME has observed soil profiles of varied sand and clay layers with perched discontinuous groundwater, particularly on the east portion of the Property.  Although regional aquifers likely exist in the area, a regional groundwater flow in the vicinity of the Property has not been identified.  Based on the short distance from the Property and lack of information regarding groundwater flow direction, in SME’s opinion these two sites represent RECs in connection with the Property.  SME identified the remaining site, Sheller-Globe Corp. located approximately 1/6-mile southeast of the Property.  Based on the location of the site, across the M-5 highway, and the site’s closed LUST status, in SME’s opinion, Sheller-Globe does not appear to represent a REC in connection with the Property.

Forty-two additional sites were listed on the FirstSearch report as being non-geocoded sites.  However, based on SME’s review of the list of non-geocoded sites it appeared the 42 listed non-geocoded sites are either greater than 1/2-mile from the Property or do not fall within the specified search radius.  Therefore, in SME’s opinion, the 42 listed non-geocoded sites do not represent RECs in connection with the Property.
INTERVIEW

On June 12, 2006, SME interviewed Mr. Mark Titoff, owner of the Northpointe Cabinet Idea Center, located on 1080 Welch Road, regarding activities at the Property.  Mr. Titoff reported that no cabinet manufacturing operations were currently active on the 1080 Welch Road portion of the Property, and that the cabinet manufacturing operation had ceased shortly following the completion of SME’s November 30, 2005 Phase I ESA.  Mr. Titoff noted that the main building on the Property was currently used as a cabinet sales showroom and for cabinet warehousing, and the smaller building on the Property was currently utilized for storage of used cabinets.  According to Mr. Titoff, no additional chemical use and/or storage had taken place on the 1080 Welch Road parcel of the Property since the completion of SME’s November 30, 2005 Phase I ESA.  In addition, Mr. Titoff noted that the 55- gallon drums identified along the exterior of the main building on the 1080 Welch Road parcel had been removed from the Property for disposal in November of 2005.  According to Mr. Titoff, the remaining portions of the Property have been vacant, and no operations were conducted on the Property with the exception of the Northpointe Cabinet Idea Center since the completion of SME’s previous Phase I ESA reports.  SME identified no RECs in connection with the Property based on the interview with Mr. Titoff.
Conclusions & Recommendations

SME has performed a Phase I ESA Update of the approximate 35-acre Property located at the northeast corner of Welch Road and West Maple Road, in Commerce Township, Oakland County, Michigan in general accordance with applicable portions of the ASTM practice E 1527-00.  
Based on the results of the Phase I ESA Update, in SME’s opinion, several RECs were identified in connection with the Property.  However, the RECs identified in connection with the Property are consistent with SME’s previous findings at the Property. SME noted no additional RECs in connection with the Property since the completion of SME’s 2004 and 2005 Phase I ESA reports.  Therefore, SME recommends the completion of a subsurface assessment of the Property to update previous subsurface data for the completion of future BEA reports and Due Care purposes for the Property.

General Comments

SME conducted this Phase I ESA Update to identify RECs in connection with the Property and to assess the relative significance of the identified RECs.  The findings, opinions, conclusions and recommendations presented in this report are based upon observations noted during our site visit, and information obtained during the performance of the Scope of Services on the dates indicated.  In the process of obtaining the field information in preparation of this report, procedures were followed that represent reasonable and accepted environmental practices and principles, in a manner consistent with that level of care and skill ordinarily exercised by members of these professions currently practicing under similar conditions.  As is typical with Phase I ESA Updates, SME conducted no testing or subsurface investigation for this assessment.
Due to unknown or latent conditions on the Property, or on adjacent or nearby properties, which may become evident in the future, SME does not guarantee the Property is free of contamination or hazardous waste material.  It should also be noted Property conditions might change over time.  Should additional surface, subsurface, chemical, or other data become available after the date of issue of this report, the findings, conclusions and recommendations contained in this report may have to be modified.  Review by SME of such additional information would be conducted upon receipt of a written request from our client.

Thank you for the opportunity to provide these services.  If you have any questions concerning this report, or if additional services are required, please call.

Very truly yours,

SOIL AND MATERIALS ENGINEERS, INC.

Jason C. Lafayette




Jeffrey R. Lanier, PE

Environmental Specialist



Project Environmental Engineer
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