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Abstract. Organizations in highly regulated industries often commit to property before
confirming whether a proposed operation can be licensed, permitted, secured, supplied,
improved, and opened at that location. This paper presents a cross-industry framework for
evaluating regulated sites before signing a lease, purchasing property, or beginning design. It
focuses on seven common failure points: confusing general zoning permission with site
approval; committing to property before verifying the regulatory path; overlooking separation
requirements and parcel constraints; underestimating entitlement or enforcement issues;
assuming existing building systems can support the operation; missing environmental, safety, or
neighborhood constraints; and evaluating property cost without accounting for the cost and
difficulty of approvals. The framework applies to controlled-substance pharmaceutical
operations, cannabis businesses, laboratories, treatment facilities, and other licensed or tightly
regulated operations. It does not replace legal, planning, engineering, environmental, security,
or regulatory specialists. Instead, it provides a structured way to identify major risks early,
organize supporting evidence, and make a defensible decision to proceed, renegotiate, pause, or
walk away.

1. Introduction

A conventional property search usually begins with size, rent, location, access, and building condition.
For a controlled-substance or other highly regulated operation, those factors matter, but they do not
answer the most important question: Can this business legally and practically operate at this specific
site? For a regulated operation, the property is more than a place to conduct business. The site itself
can affect licensing, zoning, permitting, security, environmental compliance, utilities, and day-to-day
operations.

The requirements are rarely found in one place. Federal rules may overlap with state licensing, local zoning,
business permits, building and fire codes, environmental requirements, utility limitations, and industry-
specific standards. Requirements may also change depending on the activity, product, classification, quantity,
process, operator, or jurisdiction. As a result, a property that works for one regulated use may fail for another.
A site suitable for distribution may not support manufacturing. A conventional warehouse may not meet the
requirements for secure storage, hazardous materials, controlled access, specialized utilities, or regulated
production.

A common mistake is allowing the real estate deal to move faster than the regulatory review. Rent, deposits,
legal fees, design costs, equipment purchases, and other expenses can begin accumulating before the most
important questions have been answered. When a serious problem is finally discovered, the organization may
already have too much money and time invested in the property to walk away easily. Early site intelligence
changes that sequence. It identifies the likely approval path, major physical requirements, and potential deal-
breaking issues before significant capital is committed.

This paper presents a practical framework for evaluating regulated sites before making a major property
commitment. It is intended for operators, investors, developers, property owners, brokers, attorneys, and
project teams. The framework is industry-neutral and applies broadly to businesses involving controlled
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substances, restricted products, sensitive materials, or other activities that require multiple layers of
government approval.

2. Definitions and Scope

For clarity, this paper uses the following definitions:

e Regulated Operation: A business activity subject to licenses, permits, registrations, inspections,
security requirements, operating standards, environmental controls, or other rules tied to a specific
location.

e Controlled Substance: A drug or other substance listed under applicable controlled-substance law.
Certain precursor and listed chemicals may be regulated under separate statutory and regulatory
provisions.

e Site Eligibility: The ability of a specific property to support the proposed operation under applicable
zoning, licensing, building, fire, environmental, and operating requirements.

e Approval Path: The sequence of government approvals, documents, inspections, dependencies, and
milestones required before lawful operation can begin.

e Pre-Commitment Screen: An early, documented review of a property before significant real estate,
design, or development obligations are assumed.

e Fatal Flaw: A condition that prevents the proposed operation or makes approval, construction, or
operation impractical within the project’s acceptable cost and schedule.

Scope of the Paper:

e Applies to controlled pharmaceuticals, cannabis, chemical precursors, alcohol, tobacco and nicotine,
laboratories, treatment facilities, storage, manufacturing, distribution, and similar regulated uses.

e Focuses on site selection, property feasibility, approval sequencing, and transaction risk rather than
routine operating compliance.

e Provides a framework for coordinating legal, planning, engineering, environmental, security, real
estate, and investment review.

e Does not replace formal agency determinations, legal advice, engineering analysis, environmental
review, or license applications.

The framework is intended to work across jurisdictions. Specific regulations will vary, but the core process
remains the same: define the proposed operation, identify the controlling authorities, evaluate the property,
review its regulatory and development history, assess facility capacity, identify approval dependencies, and
address unresolved risks before committing to the site.

3. Problem Statement

Regulated real estate decisions often fail when general permission is mistaken for site approval. A jurisdiction
may allow an industry while still restricting specific activities, products, quantities, processes, locations, or
applicants. Likewise, a state or federal license may be available in theory while the proposed site remains
unusable. A local license cap may be reached, an application period may be closed, the parcel may fall outside
an eligible area, or the building may be unable to meet required security, fire, building, or operational
standards.

The problem has two main parts:
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3.1. Regulatory Fragmentation: No single approval determines whether a site can operate. Federal, state,
and local agencies control different requirements, use different standards, and may require
approvals in a specific sequence. Approval from one agency does not resolve a conflict controlled by
another.

3.2. Premises Dependency: Many approvals depend on the specific property, building layout, operator,
or activity. A license may not transfer with the property, modifications may trigger new inspections,
and a change in use may require additional building, fire, accessibility, environmental, or
neighborhood review.

Without an integrated site screening process, organizations face two common risks:

3.3. Overcommitment: The team signs a lease, purchases property, begins design, or orders equipment
before confirming the approvals, upgrades, and lead times needed to open.

3.4. Premature Rejection: A potentially viable site is rejected because requirements are misunderstood,
based on outdated information, or assumed to be absolute when an approval, exception, or
mitigation path may exist.

The purpose of site intelligence is not simply to find reasons to reject a property. It is to provide reliable
information for decision-making.

A useful site review should separate verified facts from assumptions, identify unresolved questions, assign
responsibility for answering them, show the required approval sequence, and explain how each uncertainty
could affect schedule, cost, and transaction terms.

4. Seven Costly Regulated-Site Mistakes

The following seven mistakes appear across regulated industries. The details vary by sector, but the
underlying problem is the same: treating the property decision as separate from the approvals and operating
requirements that determine whether the site can work.

4.1. Treating “Allowed” as Approval

A zoning label, industry map, broker statement, or prior tenant does not prove that a specific
operation is permitted at a specific site. Local governments may allow some regulated activities
while restricting others. They may distinguish between retail, distribution, manufacturing,
storage, laboratories, cultivation, treatment, or dispensing. They may also impose license caps,
competitive selection, discretionary approvals, or other site-specific conditions. Federal and state
agencies may add their own security, recordkeeping, construction, inspection, or operating
requirements.

The proposed operation must therefore be defined in the terms used by each agency. This may
include the products handled, classifications, quantities, processes, equipment, customer access,
storage, deliveries, waste, and related activities. It is not enough to conclude that an industry is
generally allowed. The real question is whether this operation can be approved at this property.
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4.2. Signing Before Regulatory Verification

Approval from one agency does not resolve every regulatory issue. Federal authorization may
depend on state approval. State licensing may depend on local authorization. Local land-use
approval may still be followed by building, fire, security, or operating inspections.

When a lease or purchase is completed before this approval chain is understood, regulatory
uncertainty becomes a financial obligation.

A general “subject to licensing” clause may not provide enough protection. Transaction
documents should address the approvals required, evidence of approval, deadlines, access for
inspections and testing, responsibility for improvements, extension rights, termination rights, and
the treatment of deposits, prepaid rent, and restoration costs.

Legal counsel should draft the final language, but the site review should first identify the risks
that the agreement needs to address.

4.3. Ignoring Separation Rules and Site Layout

Distance and separation requirements may depend on parcel lines, entrances, occupied
buildings, sensitive uses, residential areas, schools, treatment facilities, storage areas, ignition
sources, or other regulated properties. How the distance is measured can be just as important as
the distance itself. A map pin or simple radius is not a substitute for reviewing the actual rule and
the property's geometry.

The layout inside the building also matters. Secure storage, receiving, customer access, employee
circulation, loading, waste handling, tenant separation, emergency access, fire protection, and
surveillance may all need to fit within the same premises. A site can therefore satisfy the external
location rules and still fail because the building cannot accommodate the required internal layout
(DEA, n.d.; 21 C.F.R. § 1301.71).

4.4. Underestimating Property and Enforcement History

Current zoning and code requirements tell only part of the story. A property's history may
include conditions of approval, prior denials, expired permits, unresolved violations, unpermitted
construction, nonconforming uses, environmental obligations, or restrictions triggered by a
change in use.

Important records may be spread across planning, building, fire, public works, environmental
health, business licensing, police, code enforcement, and public hearing files. Historical records
may also reveal limits on operating hours, security requirements, odor or emission controls,
traffic conditions, inventory limits, neighborhood opposition, required improvements, or
unsuccessful prior applications. Public-record research can therefore reveal risks that are not
visible during a site visit and help verify claims made by a seller, landlord, or broker.

4.5. Assuming the Building Can Support the Operation

An attractive building may still be unsuitable once the actual operational requirements are understood.
Manufacturing, laboratories, storage, cultivation, distribution, dispensing, retail, and treatment uses may
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require substantial electrical capacity, HVAC capacity, specialized ventilation, humidity control,
wastewater systems, emergency power, fire protection, accessibility upgrades, secure receiving,
controlled access, or hazardous-material safeguards.

Some facility requirements arise directly from operating regulations rather than zoning or building codes.
Pharmaceutical manufacturers must comply with current good manufacturing practice requirements
governing facilities, equipment, processes, and controls (FDA, n.d.). Hazardous-waste generators may face
additional identification, accumulation, preparedness, recordkeeping, and disposal duties based on their
generator category and waste streams (EPA, n.d.). These are site-feasibility issues that should be
identified early rather than postponed until final design.

4.6. Missing Environmental, Safety, and Neighborhood Constraints

Different sites create different risks. Rural properties may raise concerns involving water supply,
drainage, grading, habitat, roads, wildfire exposure, waste, and transportation. Urban and
industrial properties may involve contamination, air quality, odor, noise, wastewater, hazardous
materials, deliveries, and conflicts with nearby uses. Older buildings may also require structural,
electrical, plumbing, accessibility, or life-safety upgrades.

The applicable requirements depend on the actual materials, quantities, processes, emissions,
waste streams, and occupancy. The key question is not simply whether a constraint exists. It is
whether the problem can be resolved on an acceptable schedule and at a cost the project can
support.

4.7. Pricing the Building, Not the Approval Path

Rent and purchase price are easy to see. The cost of reaching lawful operation is not. Those costs
may include application fees, registrations, inspections, deposits, legal and planning work,
architectural and engineering studies, environmental review, security systems, utility upgrades,
public hearings, redesign, carrying costs, and delays. Because these expenses are often spread
across different budgets, they are easy to underestimate.

Each candidate property should therefore be evaluated based on its total path to operation, not
simply its asking price. A cheaper building may ultimately cost more if it requires lengthy
approvals, major infrastructure work, difficult security upgrades, environmental remediation, or
a significant risk of denial. The property should be evaluated as a sequence of approvals, costs,
and dependencies—not simply as a piece of real estate.

5. Pre-Commitment Screening Framework

A pre-commitment screen helps organize the site decision before major design, legal, engineering, and
consulting costs are incurred. It does not replace specialists. Instead, it helps eliminate unsuitable sites,
identify unresolved issues, and give each professional a focused set of questions based on verified
information.
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5.1. Define the Operating Model

Document every activity expected at the premises: products; schedules or classifications; quantities;
manufacturing or handling processes; equipment; utilities; staffing; customer access; receiving and
delivery; storage; security; waste; hours; and expansion assumptions. The operating model should be
specific enough for agencies and technical consultants to classify the proposed use.

5.2. Confirm Regulatory and Licensing Eligibility

Identify every federal, state, regional, and local authority involved in the project. Determine whether
the required licenses, registrations, permits, or application opportunities are available. Confirm
application periods, license caps, prerequisites, ownership restrictions, notice requirements,
inspections, and whether approvals are tied to a specific operator or property.

5.3. Test the Property
Confirm the zoning district, overlays, specific plans, separation requirements, setbacks, parking,
access, surrounding uses, occupancy classification, and proposed premises layout. Record the source
and date of each important finding. If a requirement is unclear, identify the agency or formal
determination needed to resolve it rather than relying on an informal answer.

5.4. Review the Property Record
Review the property's permits, entitlements, certificates, violations, prior approvals, enforcement
history, environmental records, conditions of approval, and public proceedings. Compare these
records with the existing building and claims made by the seller, landlord, or broker. Unexplained
differences should become diligence questions, transaction conditions, or reasons to reject the site.

5.5. Screen Physical, Security, and Environmental Capacity
Evaluate whether the property can support the proposed operation. Review utilities, structure, fire
safety, secure storage, access control, ventilation, water, wastewater, emissions, waste,
contamination, loading, circulation, and emergency access. Establish what exists today, what
evidence supports that conclusion, what upgrades may be required, who controls those
improvements, and how long approval and construction could take.

5.6. Map Approvals and Dependencies

Create an ordered path from site selection to lawful operation. Identify what must happen first, what
is required before the next step can begin, which agency or third party controls each decision, and
what can delay or stop the project. Separate fatal flaws from problems that can be corrected. Also
separate confirmed requirements from unresolved questions. This approval map becomes the
foundation for the project schedule and risk register.

5.7. Convert Findings into Deal Protections

Provide legal counsel and the transaction team with a clear list of risks that should be addressed in
the lease, purchase agreement, or other transaction documents. These may include approval
contingencies, project milestones, inspection and testing rights, extension options, termination
rights, or responsibility for improvements and compliance costs. The goal is to prevent financial
commitments from moving faster than the approval process and to assign each major risk to the
party best able to control it.
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5.8.

Minimum Evidence File
A basic site-screening file should contain evidence in six areas:
e Regulatory Eligibility: Applicable laws, regulations, agency guidance, application
requirements, license availability, and formal agency determinations when needed.
e Land Use and Property: Zoning information, parcel records, overlays, separation analysis,
entitlement history, permits, violations, and conditions of approval.
e Physical and Security Capacity: Utility information, estimated loads, occupancy and fire
requirements, secure storage, access control, receiving, and circulation.
e Environmental and Safety Exposure: Property history, waste streams, emissions, hazardous
materials, drainage, contamination screening, and relevant regulatory thresholds.
e Schedule and Economics: Approval sequence, dependencies, fees, inspections, specialist
work, expected upgrades, and carrying-cost assumptions.
e Transaction Protection: Contingencies, milestones, access rights, extensions, termination
rights, and responsibility for improvements and compliance costs.

6. Stakeholder Applications

The pre-commitment screening framework serves different purposes for each member of the project team. Its
value is greatest when everyone works from the same operating assumptions, evidence, and approval path.

6.1.

6.2.

6.3.

Operators

Operators should use the screen to confirm that the proposed site can support the actual business
before committing to property or design. The operating model—whether manufacturing, storage,
distribution, laboratory, cultivation, retail, treatment, or another regulated activity—should be
translated into specific site, facility, security, and regulatory requirements. Operations personnel
should verify key assumptions such as production or storage volumes, equipment and materials,
staffing, hours of operation, receiving and deliveries, utility needs, security requirements, and future
expansion. This helps ensure that the property is evaluated against how the business will operate.

Investors and Developers

Investors and developers should use the screen to determine whether the regulatory and
development path supports the financial assumptions behind the project. Major assumptions should
be verified whenever possible, including license and permit availability, time to operation, utility
capacity, construction and improvement costs, security requirements, environmental risks, and
compliance costs. Unresolved risks should be identified and included in the financial analysis rather
than assumed away. The transaction should also preserve exit options if a critical approval or project
milestone cannot be achieved.

Brokers and Real Estate Professionals

Brokers should distinguish verified property facts from assumptions or marketing claims. A
jurisdiction that welcomes a particular industry does not necessarily make every property suitable for
that use. A documented pre-screen can help brokers eliminate clearly unsuitable properties, reduce
unnecessary site visits, and refer only viable candidates to attorneys, engineers, and other specialists.
The screen can also identify documents, disclosures, and representations that should be requested
from the landlord or seller.

6.4. Attorneys and Technical Consultants
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7.

Attorneys and technical consultants should receive a clearly defined operating model, organized
evidence, a list of unresolved questions, and a map of the approval process. This allows specialists to
focus on the issues that could materially affect the project or transaction. It also helps ensure that
legal, planning, engineering, environmental, security, and other advisers are working from the same
assumptions about the property, proposed operation, schedule, and responsibilities.

Future Considerations

Regulated industries change over time. New laws, agency rules, enforcement priorities, product
categories, security standards, environmental requirements, and local policies can all affect whether a site
remains viable. A property that appears feasible today may later be affected by a new ordinance,
moratorium, separation requirement, licensing limit, or technical standard.

To keep the screening process reliable, project teams should:

e Date Every Finding: Record the source and review date for important regulatory conclusions so
outdated information can be identified.

e Track Pending Changes: Monitor proposed laws, ordinances, agency rules, licensing windows,
enforcement notices, and guidance that could affect the project.

e Document Assumptions: Record quantities, processes, equipment, loads, schedules, and other key
inputs so changes can be identified and reviewed.

e Stage the Investment: Increase financial commitments as major approvals and site conditions become
more certain.

e Re-Screen Major Changes: Reevaluate the site when there are significant changes to the product,
process, quantity, ownership, premises, occupancy, or operating model.

Site intelligence should therefore be treated as an ongoing process. It begins before a property
commitment, continues through permitting and design, and should be revisited when the project or
regulatory environment changes. The goal is not to predict every future requirement. It is to maintain a
documented decision process that can adapt when conditions change.

Conclusion

In highly regulated industries, site diligence should begin before a deal is finalized. Its purpose is to
determine whether the property is worth pursuing at all. A strong review works in stages: first, a rapid
pre-screen to identify fatal flaws; second, a deeper site review to map the approval path and major
constraints; and finally, specialist analysis focused on the risks that remain. The key question is simple:
Can this specific operating model obtain the required approvals at this specific property within an
acceptable cost and schedule? Answering that question creates a documented basis to proceed,
renegotiate, pause, or walk away. Blackridge Intelligence helps organizations evaluate complex regulatory,
land-use, and property decisions before major commitments are made. A regulated-site pre-screen can
organize the approval path, property history, facility constraints, unresolved questions, and transaction
risks so decision-makers can move forward with greater clarity.

Discuss a property or request a regulated-site pre-screen
contact@blackridgeanalysis.com | (626) 691-8457 | blackridgeanalysis.com
This paper provides general business and site-selection information. It is not legal, engineering,

environmental, security, tax, regulatory, or investment advice. Requirements vary by product,
activity, agency, and jurisdiction; obtain current advice from qualified professionals.
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