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PLEASE NOTE:

The information contained in this document was obtained from sources believed to be reliable and is based on
technical information and experience currently available from members of the Compressed Gas Association, Inc.
and others. However, the Association or its members, jointly or severally, make no guarantee of the results and
assume no liability or responsibility in connection with the information or suggestions herein contained. Moreover,
it should not be assumed that every acceptable commodity grade, test or safety procedure or method, precaution,
equipment or device is contained within, or that abnormal or unusual circumstances may not warrant or suggest
further requirements or additional procedure.

This document is subject to periodic review, and users are cautioned to obtain the latest edition. The Association
invites comments and suggestions for consideration. In connection with such review, any such comments or
suggestions will be fully reviewed by the Association after giving the party, upon request, a reasonable oppor-
tunity to be heard. Proposed changes may be submitted via the Internet at our website, www.cganet.com.

This document should not be confused with federal, state, provincial, or municipal specifications or regulations;
insurance requirements; or national safety codes. While the Association recommends reference to or use of this
document by government agencies and others, this document is purely voluntary and not binding unless adopted
by reference in regulations.

A listing of all publications, audiovisual programs, safety and technical bulletins, and safety posters is available
via the Internet at our website at www.cganet.com. For more information contact CGA at Phone: 703-788-2700,
ext. 799. E-mail: customerservice@cganet.com.
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1 Introduction

Environmental due diligence (EDD) is a process used by buyers, sellers, lessees, and lessors to evaluate envi-
ronmental risks and liabilities for various types of real estate property transactions including acquisitions, divest-
itures, corporate realignment/restructuring, financing/refinancing of property, and property leasing agreements.

EDD involves performing an investigation of past ownership and property uses to properly identify any known or
suspected contaminations or environmental liabilities. The completed report then serves as a “bright line” be-
tween existing conditions and the new property owner’s activities.

Additionally, the process typically has other indirect benefits, including understanding the activities on neighbor-
ing properties and the actual or potential impacts of those activities on fair market value determinations. EDD
can include an environmental regulatory compliance evaluation of the site and its operations, so the buyer/lessee
understands the compliance status, scope, and complexity in the event some or all of the existing operations are
to be continued.

The EDD site assessments and regulatory review also provide key information for use in developing and negoti-
ating purchase, sale, and lease agreements. That can include:

e terms defining buyer’s and seller’s roles in addressing site contamination;

e setting time frames for identification of any further site contamination;

o seller’s liability for addressing site contamination;

e setting any conditions for use or further sale of the property;

e defining the party responsible for regulatory authority notification and ongoing compliance;
e establishing remediation criteria; or

e identifying environmental shared services in sales of partial sites (e.g., wastewater treatment, water supply).

It should be noted that materiality is a critical concept within the EDD process. Materiality recognizes that while
some matters are financially important to the transaction, others might not be. Therefore, environmental condi-
tions identified during the EDD could fall below a buyer’s financial materiality threshold for the transaction and,
thus, might not impact the outcome of the transaction.

2 Scope

This publication was developed to impart a high-level understanding of EDD including what it is, why it is im-
portant, and when it should be conducted.

Although this publication focuses on United States and Canadian regulations, the general concepts, approaches,
and information contained within can also be used, as applicable, with other international regulations or in juris-
dictions where specific regulations may not exist.

3 Definitions
For the purposes of this publication, the following definitions apply.
31 Publication terminology

311 Shall
Indicates that the procedure is mandatory. It is used wherever the criterion for conformance to specific recom-
mendations allows no deviation.

3.1.2 Should
Indicates that a procedure is recommended.





