Industrial Ligquid Recycling:
Managing Environmental Liability
In @ Highly Regulated Industry

Executive Summary

Industrial liquid recycling companies play an increasingly important
role in the circular economy by collecting, processing, recycling,
treating and beneficially reusing industrial byproducts that might
otherwise require disposal. While these operations provide
meaningful environmental benefits, they also face complex
environmental liabilities that can arise from transportation, storage,
processing, treatment residuals, wastewater management and

emerging contaminants.

As environmental regulations continue to evolve and contamination
concerns expand beyond traditional pollutants to substances such as
Per- and polyfluoroalkyl substances (PFAS), industrial liquid recyclers
face growing scrutiny from regulators, customers and the public. The
combination of potential cleanup obligations, third-party claims,
contractual liabilities and compliance requirements makes

environmental risk management a strategic business priority.

This paper outlines the industry’s key environmental exposures,
regulatory trends and insurance considerations that organizations
should evaluate when developing a comprehensive risk

management program.



Environmental Risk Profile
of Liquid Recycling

Businesses handling liquid waste occupy a unigue position within
the waste management and environmental services’ ecosystem.
Unlike traditional manufacturers, recyclers routinely manage
materials generated by third parties, creating exposure to both
known and unknown contaminants.

Key exposures include:

* Collection and transportation of industrial liquid waste
* Tank farms and bulk liquid storage operations

» Wastewater treatment and discharge activities

* Used oil collection and recycling

* Solvent recovery and reclamation

* Fuel blending and alternative fuel production

* Residual waste handling and disposal

» Contamination arising from historical site activities

Because industrial liquids frequently originate from a variety of
industrial processes, recyclers must continuously evaluate the
potential for changing contaminant profiles against emerging

environmental concerns.

Emerging Contaminants
and Unknown Risks

One of the most significant challenges facing the industry is
managing contaminants that were not historically considered

significant environmental concerns.

PFAS has become the most widely recognized example, but it is
unlikely to be the last of emerging contaminants to create

industry-wide liability concerns.

Industrial recyclers may unknowingly receive materials containing

contaminants that were legally manufactured, used and disposed

of at the time they entered the waste stream. Years later, changing

scientific understanding, regulatory standards or litigation trends can

transform those same materials into significant liability concerns.

This creates a unigue challenge for recyclers because environmental

liability can develop long after waste acceptance, treatment,

processing or disposal activities occur.

Regulatory Developments

Environmental compliance requirements continue to evolve as
organizations navigate changing expectations related to waste
management, transportation, disposal practices, water quality,
environmental liabilities and emerging environmental concerns.

These requirements can create significant cleanup, remediation
and operational obligations when contamination events occur.
As regulatory scrutiny of waste streams, wastewater systems and
resource recovery activities continues, liquid recycling operations
should remain attentive to potential compliance, liability and risk

management considerations.

Transportation and Off-Site Liability

Transportation activities can represent a significant source of
environmental liability exposure. Spills, releases, accidents, improper
loading and third-party contractor incidents can create substantial
environmental liabilities. Because materials frequently move among
generators, transporters, recycling facilities, treatment facilities and
disposal locations, liability often extends beyond a single site.

Additionally, contamination originating at one facility may migrate
through transportation networks and treatment systems before

ultimately being discovered elsewhere, creating complex liability

allocation questions.




Contractual Risk Transfer

Liquid recycling operations operate within highly interconnected

contractual relationships involving:

» Waste generators

* Transportation providers
* Disposal facilities

* Treatment facilities

* Industrial customers

* Municipal entities

Strong contractual risk transfer mechanisms can help clarify
responsibility for environmental liabilities and reduce

uninsured exposures.

Organizations should periodically review indemnification provisions,
insurance requirements, additional insured language and waste
profile representations to ensure contractual protections align with
operational realities.

Environmental Insurance Considerations

Traditional Property and Casualty insurance programs often contain
broad pollution exclusions that may limit or eliminate coverage for

environmental incidents.

Environmental insurance can help address exposures including:

* Third-party bodily injury

* Third-party property damage

» On-site cleanup costs

» Off-site cleanup costs

* Transportation pollution liability
» Regulatory investigations

» Natural resource damages

* Legal defense expenses

Common solutions include:

* Pollution Legal Liability (PLL)

» Contractors Pollution Liability (CPL)
* Transportation Pollution Liability

« Combined GL/Pollution programs

« Site-specific remediation policies

Program structure should reflect facility operations, waste streams,
transportation activities, treatment processes and emerging
contaminant exposures.



Risk Management Best Practices Strategic Takeaways

Liguid recycling operations can help reduce environmental * Liquid recycling operations face complex environmental liabilities that
liability exposures by: extend far beyond traditional waste management concerns.
+ Maintaining robust waste profiling and acceptance procedures. * Emerging contaminants such as PFAS illustrate how future liabilities

» Regularly inspecting and maintaining storage, treatment and can arise from materials once considered acceptable.
containment systems. » Regulatory scrutiny of waste streams, wastewater systems and
* Implementing spill prevention and emergency response plans. treatment residuals continues to increase.

« Conducting periodic reviews of transportation, contractor and + Contractual risk transfer and environmental insurance remain

vendor relationships. critical risk management tools.

+ Strengthening contractual risk transfer through indemnification * Early identification of environmental exposures and comprehensive
and insurance requirements. insurance program design can help protect balance sheets and

* Regularly evaluating environmental insurance programs and support long-term business growth.

emerging regulatory risks.

Conclusion

Liguid recycling operations operate at the intersection of sustainability, environmental stewardship and regulatory compliance. As
emerging contaminants, evolving regulations and litigation trends continue to reshape the liability environment, organizations should
regularly evaluate their risk management strategies.

A proactive approach that combines operational controls, contractual risk transfer and environmental insurance can help
organizations better manage uncertainty, protect financial resources and support long-term business objectives.
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