
ENVIRONMENTAL RISK ASSESSMENT (eRA)
Senior Living Facilities

What is a Pollutant? 
Any material, substance, liquid, product, etc… which is introduced into an environment for other than its intended
use / purpose. Fresh water, cheese, and milk have all been classified as pollutants by Insurance Carriers under
various circumstances.

Insureds should be aware that pollutants (such as mold) are excluded from coverage on most GL policies. And GL
policies that do provide pollution coverage typically do so on a limited basis, with inadequate limits and/or strict
discovery and reporting requirements for there to be coverage. In the event of a pollution loss at one of your
properties, does your insurance provide adequate coverage?

Environmental Exposures Impacting Senior Living Facilities
May include, but are not limited to: Sick Building Syndrome (asbestos, lead, mold, Legionella…); Vapor
Intrusion; Pollution cleanup and liabilities that occur after a fire; Pollution from neighboring properties migrating
onto yours (vapor intrusion); Releases from storage tanks used for emergency generator backup power; Leaks
from elevator hydraulic fluid storage tanks; Disposal of pharmaceuticals in sewer or septic systems; Onsite
laundry facilities; Storm water runoff (i.e. parking lots, chemicals used for landscaping, soil erosion…); Utility
easements that cross property which may leak or spill hazardous materials; On site storage of hazardous
materials; Medical gasses; Illegal disposal practices by vendors for hazardous/medical and solid wastes;
Mercury in fluorescent lights, thermometers and other medical equipment; Releases from refrigeration
equipment; Possible adverse reactions and interactions of chemical compounds that accidentally commingle
during a fire; and more…

Environmental Claim Scenarios
1. An assisted care living company with several multi state locations purchased property to build a new nursing

home. Once construction began the excavation contractor punctured an unknown 10,000-gallon underground
storage tank. The tank contained hazardous waste that had been illegally disposed of by a former property
owner that was now deceased. The contractor did not have Contractors Pollution Liability (CPL) insurance so
the assisted care living company had to pay for cleanup costs which exceeded $400,000.

2. A nursing home community had a waste hauler transporting its medical waste overturn and spill its load.
Some of the waste ran off into a nearby tributary and a major roadway was shut down for the better part of 8
hours. Cost of cleanup and business interruption claims totaled more than $1,000,000. The nursing home
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must contribute for their apportionment of the cleanup cost since federal law states that you own your
manifested waste from cradle to grave.  Cost to settle the claim for the nursing home was $150,000.

3. A maintenance staff was performing a routine check of the emergency backup power system. The backup
power generator was located on the roof and the diesel fuel to run the generator was in a 5,000 gallon
underground storage tank (UST). After testing was completed the generator was shut off but a faulty valve
allowed for diesel fuel to continue to be pumped from the UST. 3,000 gallons of fuel pumped from the tank,
flowed onto the roof and down drain spouts before it was discovered. Diesel fuel ran into a nearby stream and
storm sewer.  Cost to remediate exceeded $700,000.

4. The concrete secondary containment of a 10,000-gallon diesel aboveground storage tank used for emergency
power was cracked. A release from the tank spilled 8,000 gallons into the containment. The diesel seeped into
the underlying soils, cost to remediate exceeded $320,000.

5. A mechanical contractor removed ductwork from a HVAC system. It was later determined that the ductwork
was home to a dangerous fungus. The dismantling activities and the on-site storage of dismantled ductwork
caused the fungus to spread throughout the building. Patients became infected with the fungus some were
even critically infected. The contractor was found liable for the spread of the fungus and had bodily injury
and property damage claims in excess of $1 million. Even though the building owner was not at fault, they
had expenses of $100,000 for legal defense and $50,000 for claims management.

6. An assisted living community had an ammonia refrigeration system valve fail causing a gas release.
Neighboring businesses were evacuated until the gas dissipated. A few of the neighboring employees
complained of headaches and nausea, and the businesses filed claims against the assisted living company for
business interruption and bodily injury, which totaled $190,000.

7. A nursing home began expansion to add more beds. During excavation, oily soils with a petroleum odor were
discovered an allowed fumes to enter the existing building (vapor intrusion). Further investigation uncovered
an old undocumented sludge-drying pit on a neighboring property, which the previous owner used back in the
1950’s.  Remediation costs $400,000.

Overlooked Benefits of Environmental Liability Insurance
Unlike most liability exposures impacting Senior Living Facilities, pollution losses are not a frequency risk, but
rather a severity risk. Since every Senior Living Facility has numerous environmental liabilities, consideration
needs to be given to the economies of scale afforded with environmental liability insurance as part of your risk
transfer strategy, versus self-insurance.

Furthermore, most commercial insureds only consider the remediation costs associated with a pollution event.
However, often the clean-up costs are far less than other costs that can arise from the loss.

Overlooked Benefits of Environmental Liability Insurance:

1. Defense Costs: Environmental liabilities are relatively new & very litigious. Even if you do nothing wrong
you can still get named in a suit and must expense defense costs (legal fees, environmental investigations,
etc.)
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2. Claim Management: All policies come with specialists to assist you in handling a claim. Who oversees
communications, public relations, emergency response, government compliance, financial management, third
party claims for bodily injury, property damage, natural resource damages….?

3. Third Party Liability: Most the time the cost to clean up the environmental problem/s is far less than the
associated claims that come in from third parties for bodily injury, property damage and business interruption.
You need to look at your client’s and neighbors that can be impacted if you or a sub-contractor/vendor cause
an environmental loss.

Environmental Liability Insurance Coverages
Environmental Impairment Liability (EIL)
Since every senior living is impacted by a variety of environmental issues / liabilities, EIL is the primary 
environmental insurance to consider. Sometimes referred to as pollution legal liability this coverage is for those 
who own, operate, lease, or have any other insurable interest in real property and the operations. Coverage can be 
written in a variety of ways addressing unknown preexisting conditions or new conditions. Coverage can include 
third party bodily injury and property damage along with business interruption and extra expense, on and off site 
clean up costs, legal defense expenses, non-owned disposal sites, transportation and more. EIL can be offered on 
multi year terms.  Most EIL policies cover above ground storage tanks.

Property Transfer Coverage
When buying or selling property their can be unknown preexisting environmental conditions. Since environmental 
due diligence (Phase I, Phase II, BEA…) cannot guarantee uncovering all potential environmental liabilities, 
insurance companies have created property transfer insurance. This coverage protects the new owner or any party 
with an insurable interest, against unknown environmental conditions that may be discovered during the policy 
period, that were not caused by the new owner. This coverage not only helps to keep the property at its maximum 
value, it will assist the purchaser in being able to secure the necessary financing to complete their transaction.

Transportation Pollution Liability
Generally, Business Auto or Truckers policies will exclude pollution losses arising from spills or other releases of 
transported cargo. Transportation pollution liability affords coverage during the loading, unloading and 
transportation, for a spill, release or sudden upset and over turn of transported cargo.

Underground and Above Ground Storage Tanks
Financial responsibility requirements ensure that owners and operators of underground storage tank systems can 
financially handle a release from an underground storage tank. The responsibility encompasses the ability to pay
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funds for corrective action and third-party bodily injury and property damage from non-sudden and sudden and
accidental releases from a regulated underground system. Several states offer tank funds. It’s necessary to make
sure if your state has a tank fund the it is financially sound and the time it takes to get reimbursed.
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