MEMORANDUM

TO:

Tony Byers


FROM:
Dan Kohlhepp

SUBJECT:
Land Bay F Dirt (aka The Comstock Deal)

DATE:

September 12, 2003



Problem

The excavation of LandBay F requires 107,000 cubic yards of material to be dug out and hauled off-site.  Comstock’s preliminary soil tests (10 pits) indicated 40% of the soil had contamination levels that required special handling for off-site disposal.  Subsequent tests by Crescent indicated that no soil, except for an isolated PCB hit, required special handling if it were hauled to Alexandria; otherwise, 20% would need special handling.
Comstock’s position has been that it does not want to deal with contaminated soil.  Comstock has a budget line for soil excavation and hauling of $9.75 per cubic yard, and Comstock wants Crescent to make that a good number.

Solution
Crescent will remove (excavate and haul) the 107,000 cubic yards from LandBay F and Comstock will pay Crescent $9.75 per cubic yard ($1,043,250).  Crescent’s liability exposure will not exceed $2.5 million.  Comstock will be responsible for any overage.
Risk Analysis
Attached to this memo is a sensitivity analysis which demonstrates the amount of money Crescent would make or lose, depending on the scenario.  For Example:

Best case:
Crescent makes $339,750


Worst case:
Crescent loses $2,534,500

The key variable is the amount of contaminated soil that must be hauled to a special landfill for disposal, Soil Safe.  We expect this to be a low percentage.

Another key variable is Crescent’s ability to haul to dirt to Alexandria.  Today, Bobby, Ron and Rob Jennings met with Bill Skrabak (Alexandria City staff) and reached a “conceptual agreement” on our disposal plan provided the data and analysis which we gave to Skrabak confirms what we said.

Conclusion
I believe that we have a deal structure  which (1) meets Comstock’s concerns, (2) provides Crescent a profit center, and (3) limits Crescent’s ultimate liability.
