RICH

ENVIRONMENTAL SPECIALISTS

November 2, 2006

Mr. Stephen B. Latham, Esq.

Twomey, Latham, Shea, Kelley, Dubin, Reale & Quartararo, LLP
Attorneys At Law

33 West Second Street

P.O. Box 9398

Riverhead, NY 11901

Re: Summary of Environmental Conditions
Empire State Varnish Company, Inc.
38 Varick Street, Brooklyn NY

Dear Mr. Latham:

As per your request, we are enclosing the following Summary of Environmental Conditions in
connection with the above-referenced property.

1.0 BACKGROUND AND PURPOSE

CA RICH CONSULTANTS, INC. (“CA RICH") of Plainview, New York has completed this Report for
the Empire State Varnish Company, Inc. (EMPIRE) located at 38 Varick Street, Brooklyn, NY
(hereinafter referred to as the “Property” or “Site”). The Property is situated along the east side of
Varick Street approximately 200 feet from the corner of Bridgewater Street in the Greenpoint
section of Brooklyn. The irregular shaped Property also fronts on Bridgewater Street (See Figure
1). The Property is zoned M3-1 and consists of an approx. 30,000 sq. ft. lot improved with several
small buildings utilized for the production of varnish and paint

EMPIRE has been producing paint and varnish on-site since the 1930’s. The production process
involves heating and mixing natural or synthetic resins with a vegetable oil. This mixture is then
cooled and blended with a volatile solvent in large kettles. The oils primarily used by EMPIRE are
soybean and linseed oils. The volatile solvent commonly used by EMPIRE is mineral spirits. The
mineral spirits were stored on-site in underground storage tanks until the early 1980’s. The facility
currently uses only aboveground tanks or 55-gallon drums to store raw materials or finished
product on-site.

The Property Owner is currently completing the final stages of certain regulatory compliance
requirements mandated by the New York State Department of Environmental Conservation
(NYSDEC) specifically with reference to the requisite consolidation and off-site disposal of
numerous 55-gallon drums of regulated hazardous waste. These compliance activities are in
response to NYSDEC, acting as a local State agent for enforcement of the Federal Government's
Resource Conservation & Recovery Act (RCRA). The surrounding neighborhood also continues
to be subject to certain subsurface remedial testing and cleanup activities attributable to historical
petroleum storage terminal activities and chronic subsurface oil seepage into nearby Newtown
Creek.
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The purpose of this Report is to summarize the current known environmental conditions at the
above-referenced property (“Site”) and to develop the framework necessary to adequately
characterize subsurface conditions on-site that might be subject to any further remedial
investigation and cleanup activities, if needed, pursuant to applicable NYSDEC, NYSDOH, and
NYCDEP compliance requirements.

The information and findings outlined herein are based upon observations made during a recent
Site inspection, pertinent information obtained from responsible persons knowledgeable about the
Property, as well as historical information sources regarding the ongoing status of the “Greenpoint
Oil Spill" occurrence in this section of Greenpoint. Selected photographs illustrating salient
observations of the property and environs at the time of our inspection are included in Appendix
(A). For the purpose of the recommendations set forth in Section 5, we have assumed that the
redevelopment of the Property will include the demolition of all existing structures, limited
excavations for new building foundations, site preparations related to an approved building plan,
and some regrading of the landscape.

2.0 SITE GEOLOGY & HYDROGEOLOGY

According to the United States Geological Survey (USGS Open File Report 81-1186;
Reconnaissance of the Groundwater Resources of Kings and Queens Counties, New York;
1981), the property is underlain by a series of unconsolidated deposits of clay, sand, and gravel of
late Cretaceous and Pleistocene age, which rest unconformably on crystalline bedrock of
Precambrian to Ordovician geologic age. These unconsolidated earth materials contain
corresponding hydrogeologic units consisting of three separate aquifers. These are identified, in
descending order, as the Upper Glacial Aquifer, the Magothy Aquifer, and the deeper Lloyd
Aquifer, which are separated by two relatively impermeable clay confining units: the Gardiners
Clay and the clay member of the Raritan formation (the Raritan Clay).

To the east on Long Island, the underlying aquifers are highly regulated and relied upon as the
“sole source” of potable drinking water for almost three million people. However, the historical
overpumpage of groundwater resources in Brooklyn and western Queens in the early to mid-
1900’s caused irreversible saltwater intrusion and thereby the gradual deterioration of the quality
of the groundwater resources available for pumped well water withdrawals beneath this region.
With the exception of certain parts of eastern Queens, these two metropolitan Boroughs rely
completely upon the New York City upstate surface water supply system (from upstate reservoirs)
to meet most of the Boroughs’ current water supply needs.

The actual soil type, water table configuration, and flow velocity beneath the Property can only be
obtained through the physical installation of exploratory soil borings and wells on the Site, which is
beyond the scope of this Report. However, the property is situated in a heavily industrialized area,
and historical groundwater degradation caused by the accumulation and predominance of multiple
sources of groundwater contamination is well documented in this area.

The depth-to-groundwater below the property was measured at a nearby off-site groundwater
observation well located on the western sidewalk of Varick Street. Here, the depth-to-water was
found to be at approximately twenty-one (21') feet below land surface. At this same location,
approximately 1.5 feet of free phase petroleum product was observed floating on top of the water
table within the well. The presumed horizontal direction of uppermost ground water flow beneath
Varick Street is north toward Newtown Creek, with its eventual discharge into Newtown Creek.
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3.0 AREA-WIDE ENVIRONMENTAL CONDITIONS

As mentioned above, groundwater contamination produced by multiple sources is well
documented in this area. Based upon available historical information and CA RICH file
information, the groundwater degradation is mostly petroleum-related and primarily attributable to
past accidental and/or incidental spills and discharges from several petroleum product storage
terminals that operated in the vicinity of the site going as far back as 1850. This widespread and
relatively notable oil spill beneath this part of Greenpoint continues to be the subject of ongoing
remedial efforts under the auspices of the NYSDEC. Although the exact source/cause of this
areawide spill(s) was never identified, several potentially responsible parties operating in the area
were held accountable for further remedial investigations and appropriate remedial responses. Of
these, the ExxonMobil Corporation has taken the lead responsibility for the ongoing management
of various requisite areawide NYSDEC spill-related cleanup activities and ongoing monitoring of
cleanup efficiencies.

CA RICH conducted a review of previous environmental reports regarding the “Greenpoint Fuel
Spill”. Most notably was a Supplemental investigation of the Off-Site Free Product Plume report
prepared for the ExxonMobil Refining & Supply Company (ExxonMobil). The report documents
that an approximately 17-million gallon plume of petroleum is floating on the groundwater surface
beneath the subject Property and virtually all the neighboring properties. ExxonMobil is currently
working with NYSDEC to remediate this ‘spill and has installed six hi-capacity recovery wells
located throughout the neighborhood to recover the floating petroleum products.

The documented presence of petroleum in the groundwater underlying the subject Property is not
perceived to represent a significant environmental risk to the Property owner or operator and
presumably by extension, any future owner(s). As such, although this Site is situated, like many
others, upon the well-documented “Greenpoint Qil Spill" area, we don’t expect that this fact will
lead to additional remedial obligation to the site owner other than a potential Access Agreement
that may be advantageous in order to allow ExxonMobil personnel to conduct any on-site testing,
if needed.

4.0 ON-SITE ENVIRONMENTAL CONDITIONS
4.1 NYSDEC ORDER ON CONSENT RCRA CASE# CO 2-20030729-161

NYSDEC has issued an Order on Consent to EMPIRE regarding the improper storage of
hazardous waste. Consistent with the Order on Consent, EMPIRE inventoried, consolidated, and
disposed of approximately 800-900 55-gallon drums of off-spec varnishes and paint that had
accumulated on the Property over the past 70 years. These waste materials consisted primarily
of flammable off-spec. varnishes and paints. Copies of the waste manifests documenting the
proper off-site shipment and disposal of these regulated waste materials are included in Appendix
B.

4.2 UNDERGROUND STORAGE TANKS (USTS)

There are seventeen (17) inactive underground storage tanks (USTs) on-site beneath the lower
yard along Bridgewater Street having a total combined capacity of 15,690 gallons. These USTs
were historically used to store solvents such as mineral spirits until the early 1980's. The USTs
were subsequently used primarily for the storage of linseed and soybean oils until the early
1990’s. These USTs have reportedly not been used for the past 14 years. EMPIRE employees
accessed each UST on September 8, 2005 to determine whether there were any stored liquids
remaining inside. A table summarizing the size and remaining contents inside each UST is
attached as Appendix D. A map depicting the approximate location and identification number for
each UST is included in Appendix C. It is anticipated that upon the sale of the Property, all of
these USTs along with their appurtenant piping, will be virtually free of liquid products and ready
for exhumation if required by NYSDEC.
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43 ABOVEGROUND STORAGE TANKS (ASTS)

There are twenty-eight (28) ASTs in the storage tank room near Bridgewater Street and an
additional eleven (11) ASTs on-site consisting of the following:

(a) One 1,500 gallon (empty) tank outside tank room;

(b) One tank wagon with two 2,100-gallon compartments;

(c) Two “B & C” varnish blending tanks (800 and 375 gallons) which are periodically used and
still contain some dried varnish within them;

(d) one 480-gallon “KP” tank which is occasionally used for blending an epoxy curing agent;

(e) Five 220-gallon epoxy resin tanks in the paint manufacturing department (these are being
emptied and will be disposed of as scrap metal); and

(f) One 250-gallon fume control separator tank.

EMPIRE employees are in the process of draining and disposing of the liquids from each of these
tanks - but because of the extremely viscous nature of some of the products in these tanks, it is
assumed that several inches of residual materials may remain. In addition to the ASTs, there are
also approximately twenty-six (26) portable steel kettles used to heat varnish during production.
Eight or nine of these kettles contain partially-solidified varnish and paint. Therefore, in total, there
are approximately 42 aboveground containers that will require cleanouts and/or removals prior to,
or during demolition activites. A map depicting the approximate location and identification
number for each AST is attached as Appendix C.

4.4 SMALL CONTAINER INVENTORY

There are numerous 8-0z. cans in storage room “G”, and one-to-five gallon containers in a
storage room near the eastern Property boundary, as well as, in the on-site laboratory that require
consolidation and off-site disposal. Many of these containers hold useable products that EMPIRE
can utilize in its production processes. EMPIRE is currently in the process of identifying,
consolidating and staging the small container inventory in its anticipation of an upcoming Property
sale.

45 NON-HAZARDOUS SOLID WASTE

During CA RICH's facility inspection, we observed approximately forty-five (45) 55-gallon drums
and two pallets of non-hazardous solid waste resins, rosins and coke. Based upon the nature of
this material and its solid physical state, these materials are not perceived to represent any
environmental liability but it is suggested that it be included in the ongoing compliance activity and
be disposed of accordingly. Richard Stark of EMPIRE informed us that arrangements are being
made to have several dumpsters brought to the Site to containerize and transport the material off-
site for disposal.

46 ASBESTOS

The United States Environmental Protection Agency (USEPA) defines asbestos material as any
material containing greater than 1% asbestos by weight. Asbestos-containing materials (ACM), in
a form that can crumble or be reduced to powder under hand pressure (friable), can release
asbestos fibers which are proven to be carcinogenic and cause respiratory illness. The presence
of asbestos in a building does not mean that the health of building occupants is necessarily
endangered. As long as ACM remains in good condition and is not disturbed, exposure to
asbestos fibers is unlikely. Until the late 1970s, asbestos was used in, but not limited to,
insulating materials, fireproofing, flooring, and decorative building materials. Suspect ACM
includes roofing materials and ceiling tiles. Based on the reported age of the building complex,
there is the potential that the structures or materials listed below may contain asbestos.



. IREICH ENVIRONMENTAL SPECIALISTS

Suspect asbestos-containing material was observed on the boiler and pipe insulation;
Insulation panels surrounding some of the aboveground storage tanks;
e The multiple roofs of the various structures at the Site are suspected to contain asbestos.

4.7 LEAD PAINT

The painted surfaces throughout the buildings were observed to be in fair condition. Considering
the former industrial and present-day commercial use of the Property, CA RICH does not perceive
the possible historical application of lead-based paint to pose a potential environmental concern.
However, prior to demolition the presence or absence of lead-based paint should be determined
through proper analytical testing. The results of the lead paint testing and asbestos survey should
be forwarded to selected abatement and/or demolition contractors to obtain bids to abate the lead
material and any asbestos (as required by law) prior to any planned demolition of the on-site
structures.

5.0 REPORT LIMITATIONS

The subsurface conditions on this property were not field-investigated and are outside the scope
of this Report and therefore, may differ from the conditions implied by the surficial observations
and reports provided as prepared by others. The presence of any residual soil vapor, soil
contamination, waste emplacements, or groundwater contamination would be disclosed to CA
RICH only by further surficial indications, interviews, or regulatory records and further subsurface
investigations. The information in this Report did not include these more intrusive activities.

In addition, our conclusions regarding the potential environmental impact of nearby, off-site
facilities on the subject Property are based upon information obtained regarding the “Greenpoint
Fuel Spill" and the assumed shallow groundwater flow direction. A detailed file review and
assessment of the current status of the Greenpoint Fuel Spill is beyond the scope of this Report.
Actual on-site groundwater conditions, including direction of flow and quality, will only be
determined through the installation of on-site groundwater monitoring wells. There are, however,
numerous off-site groundwater monitoring wells in the neighborhood and the information collected
from these wells is available for review through NYSDEC. The scope of this Report may not be
sufficient to satisfy the needs of other users, and use or re-use of this document or the findings,
conclusions, or recommendations is at the risk of said user.

I hope this information is useful for your discussions with the NYSDEC. If you have questions, or
need further detail or clarification, please call us immediately.

Respectiully,
C A RICH CONSULTANTS, INC.

Stephien Malinowski
Project Manager
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APPENDIX A

Site Photographs




Cooking kettles containing liquids and solids. One of seventeen fill ports for UST




Aboveground varnish tank "G". Empty drum and useable material storage.




Drums of non-hazardous solid resins and coke. Suspect asbestos material covering boiler.




APPENDIX B

Hazardous Waste Disposal Mainfests
For RCRA Order On Consent Compliance
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APPENDIX C

Map Depicting Storage Tank Locations
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APPENDIX D

Underground Storage Tank Inventory List




EMPIRE STATE VARNISH
UNDER GROUND TANKS AS OF 9/8/05

TANK #{ CAPACITY| CONTENTS CASED IN DESCRIPTION
(GALLONS) | INCHES (GALLONS) | CONCRETE ?

1 1500 | 45(50) |  VES VEGETABLE OIL

2 1500 5.5 (66) YES VEGETABLE OIL

3 550 3 (20) YES WATER + VEGETABLE OIL MIX
4 550 20 (260) YES WATER + VEGETABLE OIL SKIN
5 | 550 | 21(276) " YES WATER + VEGETABLE OIL SKIN
6 1500 8.5 (125) NO VEGETABLE OIL

7 1500 9 (135) NO VEGETABLE OIL

8 1500 13 (224) NO VEGETABLE OIL

o | 1080 3(32) NO WATER + VEGETABLE OIL MIX
10 | 1080 8.5 (135) NO VEGETABLE OIL

11 | 1080 5.5 (74) NO WATER + VEGETABLE OIL MIX
12 | 550 5.5 (45) YES WATER
13 | 550 8 (75) YES WATER

14 | 550 3.5 (25) YES WATER
15 | 550 15 (8) YES WATER + VEGETABLE OIL MIX
16 | 550 3 (20) YES WATER
17 | 550 2 (10) YES WATER




