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Brian Marblestoneasa Commercial Lines Coverage
Specialist Insurance Producer wikratton Agency

a boutigue consulting, risk management and
Insurance brokerage headquartered in the San
Francisco Bay Area. Sirk@l2 Briarhas been
helping businesses protect their assets and
employees through educated risk management and
Insurance procurement.

Mr.a I NB f S aréiag of &peitise include

g2 NJ SNQ& O grodudslighdlity, and awo>
liability. As a passionate supporter of the Cannabis
Industry, Brian is excited to be providing new
business owners the knowledge and expertise they
seek when it comes to Risk Management.




History of Cannabis in California

Compassionate Use Act of 19¢
(Proposition 215)

Medical Cannabis Regulation and Safe
Act of 2015 (AB 243, AB 266, SB 64

(MCRSA) CALIFORNIA

Adult Use Marijuana Act ui zu.1g
(Proposition 64)

Medicinal and Adult Use of
Cannabis Regulation and Safet
Act of 2017 (SB 94) (MAUCRS



Who Does What?

—_—

California Department of Food | California Department of California Department o
and Agriculture (CDFA): Public Health (CDPH): Consumer Affairs (DCA):
CalCannabi€ultivation Manufactured Cannabis Bureau of Cannabis
Licensing CalCannabis Safety Branch (MCSB) Control (Bureau)

R
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MICROBUSINESS

Distribution
Phase

CULTIVATION MANUFACTURING DISTRIBUTION TESTING

CalCannabis MCSB Bureau Bureau Bureau Bureau

Regulation
Program




Collaborating State Agencies

CALIFORNIA

DEPARTMENT OF
FISH &
WILDLIFE

Califomnia Departmeant of Tax Califomnia Department of Califomia Department of Divizion of Occupational
and Fee Administration Figh & Wiidilie Inswrance Safety and Health

% /0]t

CALIFORMIA
Calffomia Water Boards Secretary of 5tate Ofice Califormia Department of California Highway Patrol

Water Boards
Pesticlde Regulation




Cannabis Specific Classifications

Wholesalers/
Distributors

Processors/
Harvesters

Dispensary/
Retalil

Tobacco & Garden
Stores




Liability

Property
Coverage

Cannabis Specific Coverage & Classifications

Coverage

General Liability

Occurrence A+ Rateaarrier

Upto $2.0M /$2.0M Occurrence/Aggregate
Pesticideand Herbicide Applicators
Endorsement

Wavier Primary&NonrContributory
Endorsements

To To I

o

Property
ISO Property Forim&+ Rate@arrier
Upto $10.0M Property Limitd Beation
Minimur®Premium3P0.00
Property Endorsemerigludingransit/Cargo

StocKT hroughp@ptions*

Excess Liability

A Occurrence A+ Rated carrier o
A Upto $4 Million limits

Crop

A NonrAdmitte€arriei A+Rated
A Upto $10.0M LiviRdants

A StocKThroughp@ptions*

Product Liability

A Claims Mad&A RatedCarrier

A $1.0M$2.0MDccurrence/Aggregate
A ProductwithdrawaEndorsement

A MinimunPremium $1,250.00

EqumerBreakdown

Admitte€arrief A+ Rate@arrier
Upto $10.0Mimits

Lossof Businedscome
Reputational Recovery
DataCompromise
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Liability Exposures

GL/Property Package: Coverage Limits & Types

General liability insurance protects your business from another person or
business's claims of bodily injury, associated medical costs and damage to
property. Some examples of what could be covered are:

1Y)

Bodily injury Property damage and data loss Personal injury

A client falls over your bag and you You spill coffee on a cl i e ®hedbyouseamployeesis a lncls Hertaiks to
are legally liable for the injury. We will damage and loss of data. We will cover the the owner of the shop about one of your
cover the subsequent claim and subsequent claim up to your General Liability clients in a false and unflattering way. The
related medical expenses up to your policy's limits of liability. client learns of this discussion and sues for

General Liability policy's limits of slander. We will cover the subsequent claim,
liability. up to your General Liability policy's limits of
liability, and pay for an attorney to defend you
if necessary.
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Standard Limits of Insurance for Liability

Standard Limits of Insurance for Liability

$1 Million $1 Million $2Million

PEr occurrence PEr occurrence Per occurrence

$1 Millioaggregate $2Millioraggregate $2Millioraggregate



%
Excess Liability

$1 Million $1 Million $2Million

PEr occurrence PEr occurrence Per occurrence

Standard Limits of Insurance for Liability

$1 Millioaggregate $2Millioraggregate $2Millioraggregate




Product Liablilityfour Biggest Exposure

Cannabis Never Killed Anyone!
True- but Anyone Can Sue You

Consumer Law and Strict Liability
The Carrieros Dut

Available Limits
$100/100K, $300/300K, $1/1M, $2/2M




Product Liabilityfour Biggest Exposure

What is Product Liability

Productliability insurancecovers you from any damage done by a faulty or defective
productthat you are responsible for. In terms @foduct liability lawsuits, anyone in
the supply chain of a defectiy@oduct can be taken to court, involving anyone
manufacturing, selling desting thegoods in question.

®&)

Bodily/Physiaajury Consumer & General Safety
Examples Examples
A Intoxication A Design Defects/Product Recall
A Long Term Medical effects including addiction A Advertising misrepresentations
A Manufacturing exposures A Inadequate safety warnings

A Contaminated Products A Improper/Inadequate Lableing



Product Liabilityfour Biggest Exposure

What Can Be Covered?
Flower, Edibles, Extrakdpjcals

What Canot Be
Some Vaporizenysical Cartridges,

Various Onlirgales




Type of Property Coverage

Business Personal

Property Grow, Extraction & Baking Equipment

Off Premises Coverage
Loss of No stops, No deliveries
neome Lockboxes

Property Coverage
Tenant Improvemen SRaRAaL: A

Crop & Finished Stoedl phases of
growth
Safes & Vaults, Testing

Equipment
Breakdown



Crop Insurance

Crop Insurance

Coverage fodirect physical loss of or damage to Covered Property at the premises
described in the Declarations caused by or resulting from any Covered Cause of Los

Living Plaftaterial Harvested Plant Material Finished Stock
Marijuangeeds, immature Maturemarijuana plant material no longer Maturemarijuana plant material no longe
marijuana seedlings, marijuana in the growing medium which are in the in the growing medium which has beer
plants in the vegetative growth process of being dried for medicinal completely processed and is ready for
stage and mature flowering purposes. sale.

marijuana plants rooted in growing
medium.



What Is
Stock Throughput Insurance

Stockl'hroughput Insurance Is prope
iInsurance that covers raw stock, sto
process, and finished products/invel
3 of the insured while stored, in proce
| or in transit to the end customer.



Commercial Auto Insurance -

Types of Auto Exposures in the Cannabis Industry

1 2 3

Product transportation from cultivator to Other incidental auto exposures like Retail sales using auto delivery to
processors, labs and retail dispensaries bank runs, office supplies and outside consumers (B2C)
(B2B) sales.



Commercial Auto Insurance

Types of Commercial Aut
Insurance

Owned Auto Insurance
Commercial Auto Insurance covers the
vehicles owned and used by your business.
Most Commercial Auto policies have three
basic components:

Physical damaddis includes collision and comprehensive coverage.
Collision coverage pays for damages to your business vehicle when it
hits or is hit by another vehicle.

Comprehensive coverage pays to repair your business vehicle when it is
damaged in an event other than an accident. For example,
comprehensive coverage would kick in if the vehicle is damaged by thief
breaking its windows.

LiabilityThis covers bodily injuries and property damage to a third party
when your client is at fault. It may pay a third party's medical costs, lost
wages, and your client's legal defense fees up to the policy limit. It can
also include uninsured and underinsured motorist coverage, which picks
up the slack when a driver doesn't have insurance or carries only the
minimum coverage.

Other coverag&ome Commercial Auto policies include coverage for
medical payments, towing and labor, auto loan and lease gap coverage,
and rental reimbursement.



Commercial Auto Insurance

Types of Commercial Auto
Insurance

NonOwned Auto Insurance

Vehicles your company uses that are not owned or hired by your firm are
nonowned autos under a commercial auto poliwyndlbautos include
vehicles owned by your employees but used in your business. An examp
auto owned by an employee that he or she uses to call on customers. He
other examples of {woyned autos:

V a vehicle owned by a partner of a partnership that he or she uses on

company business
V a vehicle that a company president borrowsrfeaghlnig use on

company business
V a vehicle owned by member of a limited liability company that is used

business




m
Auto Coverage For Cannabis Delivery Ops

ShorHop, Business to
Patient/Consumer Delivery

Owned Auto and Hired &®loned
Auto Policies Available

Operations Covered: Retailers and
Dedicated Delivery Services

W2 and 1099 Drivers Both OK
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Commercial Auto Insurance

Regulation vs. Risk Transfer

Regulation is designed for public protection
and is NOT designed for company protection

As of today, regulation does not enforce insurant
Requirements to delivery businesses

Regulation will NOT pay for a claim if your driver
Disables or kills another person




The Cannabis Business
Understanding OSHA and Wor
Compensation

HR | SAFETY TRAINING ONBOARDING



Governmental Agencies

No matter what state you are in, typically you will have to com
deal with the following agencies:

OSHA Food & Drug Administration
Department .E\ Department
of Agriculture of Transportation

%} Drug Enforcement Administration ﬁﬂ State Agencies




Federal OSHA vs. State OSHA
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OSHA Fine Structuiss of 1/1/2017 Federal

O S H Aaxsmum penalties, which have not been raised simmeclifgtzasdy 78%.

A Other than serious will be under $7,000.

A Thetop penalty feeriousviolations $12,934

A Themaximum penaltyvidliful orrepeatediiolations $129,336

ABusinesses can be shut down by Cal OS |
A Penalty assessment amounts will be raised annually!

A When a death occurs, there may also be criminal issues including significant fines,
probation or imprisonment!



Top 5 OSHA Violations

The employer did not have a written Hazard Communication P
describes how it achieves compliance with: 1) labels on hazarc
contailner s; 2) SDS6s for all
hazardous chemical training for employees.

All relevant employees have not been trained on hazardous m
In use at the facility prior to their initial work assignment and w
hazards are introduced.

The facility does not have required OSHA documentation relat:
workplace injury, OSHA Form 300, or Form 301 if injuries have
on file.




Top 5 OSHA Violations

The facility does not have a formal fire prevention plan that adc
major hazards in the facility, accumulation of waste material,
maintenance of hpabducing equipment and names and titles of
employees responsible for various parts of the plan.

Required Personal Protective Equipment (PPE) has not been
evaluated and documented, along with associated training plat
verification for employees



Some of the Major Hazards

Ergonomic injuries Electrical

Major Hazards FireBlockin
Use of hazardous . g_
Include Corridors/Exits

chemicals

Injuriedrom not using proper

PersondProtective Equipment (PPE) CEmpressEe NEZEEols Crses



Some of the Major Hazards

Lackof written safety Plans (IIPP, CHCP, EAP, & Respirator Protection)

Major Hazards

Indoor/Outdoor heat stress Include Drugs in the workplace

Fall Protection including

. Lack of documented training
Impropeunse of ladders



Post Accidebrruglesting What OSHA Says -

Employenseed reasonable suspicion o
druguse beforgesting.

Drug testing must be designadvay
thatcannot be perceiasdpunitive or
embarrassing to #maployee and lieely
to deter injury reporting.



Driving in the Workplace

‘ i ’ If you are considering having empdiriex

m for the businedbere are some very spe
T - -ﬂ requirements:
‘

“  AHandbook considerations
AJob Descriptions
ASafetyonsideratioiisafe driving
ACannabisPresumptive level
AZero Tolerance

AState considerations may include
ADepartment of motor vehicles/Lice
ARandordrug/alcohtgsting
AState/locagsues
AGPS/Cameras



Known Extraction Violations

OSHA has fined New Mexico company, one of the state's 35 medical marijuana dispensaries, f
12 nseriouso violations to workplace heal't

The explosion happened while the two employees were making hash oll, a proce
Involves soaking marijuana in butane to extract the THC.

Two inspections were conducted, one for safety hazards and on
heal th hazards. The safety 11
violations, meaning the infractions that can result in serious injut
death.



Written Safety Plans

Safety requirements vary froraAig&iede and must comply wmimanunof
federal OSHA laws. For instance, in California and some other states, you
anifl njury & Prbgeam PrePPhodti oBom
something different.
Othemvritten safety plans may include, but not limited to:

A ¢ & e

Chemical Emergency Respirator Protection Fall Protection
Hazards Action Plan Plan Plan




Safety Training

Besides having and updating your writte
safety programs you must, by law, mair
documented safety training program in:
areas, regardlesshamber of employees.

Trainingan vary froone traininghen the
employee was hired, to annually every
to every so oftédomesafety trainings are
statespecific.




Safety Training

Training Is not
complete until it |

DOCUMENTED




| |
Some of the Safety Trainings to Consider

o Po Do Do Do Do Do Do Do Do Do Do I»

Electricgbafety
Supervisoiyafety

Personal Protectivguipment
Respirator Protection

Slips, Trips & Falls

Driver Safety

Ladder Safety Training
Chemical Hazards/GHS
Indoor & Outdoor Heat Stress
Fire Extinguisher Training
Working Outdoors
LockouTagout

Supervisory Probable Cause Drug testir
and many more!



Obey Allaws An8ave Work Comp Prenmafrars

Premiums = Dollars

Employerdf all sizes must comply with state
and federal osha laws;

AND

Lack of having a safety plan will effect your
workers comp premiums.




s Workerso Comp

Definition

A form of insurance providing wage replacement

and medical benefits to employees injured in the

course of employment in exchange for mandatory
relinqui shment of the empl
her employer for the tort of negligence.

Bottom line

Wor kersdo Compensation i s
pay for employee injuries on the job. It is

specifically excluded from other policies a typical
business owner has or needs.
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Carrier Premium Calculation?

A Each industry or class of business has its

ownlaborforce
A EachLabofForce is classified into certain
categories, called Class Codes.

A For example, a Wor k¢
policy for a golf course with a restaurant
would likely have multiple class codes for
the different types of employees such as
Maintenance, Clerical, and Restaurant
employees.

A Class codes are governed by the state

Wor kerso Compensat.i

Bureau. (WCRIB).




What Are Wor ker so Compem

Each class code is given its own rate per $100 of payroll, which must be approved by the WCRIB.
Generally speaking the riskier the class code the higher the rate.
A example: extraction workers using flammables compared to a budtender doing retail.

In its simplest terms, premium is calculated using the following formula for each class code:

(Estimated Annual Payroll / 100) X Rate = Premium

***The above formula provides the pure premium, which is then subject to debits, surcharges, and credits as applicable.



Are Workerso Compensat.i

(Estimated Annual Payroll / 100) X Rate = Premium

Total Payroll for Retail St@#806,008nnually Retail Class Code: 9017

Retail Class Code Retail Carrier Rate (example) for Code

9017 9017= $6.00

(per hundred in payroll)

Calculations:

300,000 100 =3,00(rated payroll)
3,00(rated payrol)6.0(class code rate$18,00Qclass code premium)

***The above formula provides the pure premium, which is then subject to debits, surcharges, and credits as applicable.



What is an EMod and how does it Apply to Work Comp

EXMOD STANDS FOR EXPERIENCE
MODIFICATION

An BExMod is a statistic used
to compar e ajn
loss history to the average for
their industry.




What is an EMod and how does it Apply to Work Comp

Througleffective safety progra
Implementatiandclaims
management
you can reduce workplace injuri

earnadiscounton your

compensation insurance, and cot
your loss record.




What is an EMod and how does it Apply to Work Comp

-

Your EBMod can either increase OR decrea

your workerso comp

Insurance carriers multiply your base pre
your EsMod

Ifyour EMod is more than 100%, your costs
be higher than average. If yoMoEXs less
than 100%, you will receive a discount ony

Insurance costs.



What is an BWod and how does it Apply to Work Comp
T

EXAMPLE
Withthe base premium of $ 100,000, you will pay:

A $75,000 if yourtod is ™
A $125,000 if your-&od is 125%*




What is an EMod and how does it Apply to Work Comp

(Estimated Annual Payroll / 100) X Rate = Premium

Total Payroll for Retail St@#806,008nnually Retail Class Code: 9017

Retail Class Code Retail Carrier Rate (example) for Code Ex Mod
9017 9017= $6.00 1.50

(per hundred in payroll)

Calculations:

300,000 100 =3,00(rated payroll)

3,00(rated payrol)6.0(class code rate$18,00Qclass code premium)
$18,00Qclass code premjuni.50ex mody $27,00Qtotal premium)



What is an EMod and how does it Apply to Work Comp

7
a
' - @

Accidentwillhappen, so a plar

to manage your claims is
B YR extremely crucial. Loss contrc

egual to insurance cost contr




Summary

Employermust comply with all fedaral
OSHA and Workerso6 Compensation | aws!

OSHA regulaticaa® some of the most
complex laws that you will face.

Remember, OSHA can fine owners,
managers and supervisors and even result
In jail time!

To find out mommntaals at
Info@strattonagency.com




