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l Advisen and cannabis risks

Case Categories

« One of several emerging
risks tracked by Advisen

e Mare than 750 loss events
IN our database

« Coming soon:

— Reports
— Webinars
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Disclaimer

* | am not a lawyer

* Nothing in this presentation should be taken as legal
advice

« Seek out competent counsel to answer your questions
about marijuana legislation, regulation and law
enforcement
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Working to reform marijuana laws
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NORML Blog, Marijuana Law Reform »

Working to reform mariuana laws

& LAWYERS & SHOP

& JOIN NOI

ORML NEWSLETTER
Sign up to receive legislative alerts, news
from NORML

New Mexico: Governor Signs Law Decriminalizing Minor READ MORE »
Marijuana Possession

by NORML

N o Democratic Gov. Michelle Lujan Grisham has signed legislation into law
decriminalizing the possession of personal use amounts of cannabis. The
Taw takes effect on July 1, 2019,

i i . READ MORE »
Guam Legalizes Marijuana Use By Adults New Jarsey Wagjiana
by NORML ’ Laws & Information
Choose a different state: [~
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“Good people don’t
smoke marijuana”

-  Former US Attorney
General Jeff Sessions
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Didn’t inhale Inhaled

A Advisen



. Lepalized . Medical and decriminalized . Medical . Decriminalized Fully illegal
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De-
criminalized

Medical

Recreational

1970s 1980s 1990s 2000s 2010s
OR, AL, ME, CA, NV, CT, MA VT, MD, MO, IL,
MN, MS, NY, NC, NH, NM
NE
NM (limited) OR, AL, ME, CA HI, NV, CO, VT. MA, NH, IL, UT, FL,
VA (limited MT, RI, NM, MI, MN, NY, AL, KY, NC
(limited) MD. NJ. AZ. DE WI, MI, TN, IA, SC,
T P T = MO, VA, GA, OK.TX,

WY, PA, OH, AK, FL,
ND, WV, IN, KS, MO,
uTt

CO, WA, AL, OR,
CA, NV, ME, MA,
VT, Mi
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lllegal marijuana
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“Schedule | drugs ... are defined as drugs
with no currently accepted medical use and
a high potential for abuse. Some examples
of Schedule | drugs are heroin, LSD, marijuana (cannabis),
ecstasy, methaqualone, and peyote.”

- US Drug Enforcement Administration
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On the other hand....

“FDA recognizes the potential opportunities that
cannabis or cannabis-derived compounds may offer and
the significant interest in these possibilities.”

- US Food and Drug Administration
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Federal marijuana law enforcement

e Cole Memorandum

— Justice Department will not enforce federal marijuana prohibition
In states where marijuana is legalized

— Rescinded by Jeff Sessions

e Rohrabacher-Farr amendment

— Prohibits DOJ from spending federal funds to interfere with state
medical marijuana laws

— Reauthorized through September 2019

A Advisen



Federal marijuana law enforcement

Business impact

Limited banking services

— AML: Transactions tfraceable to marijjuana operations could be
considered money laundering

— SAFE Banking Act infroduced with bipartisan support
No credit cards

Murky legal status for patents, etc.

No federal regulation (EPA, FDA, etc.)
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The landscape today

Widespread support for legalization

An expanding array of state marijuana laws
Inconsistent court decisions on key liability issues
Shifting federal enforcement policy

An increasingly receptive US Congress
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i Medical marijuana

« Legalin 33 states
May be helpful for:

— Naused

— Pain

— Inflammation

— Seizures

— Mental disorders

— Substance abuse disorders
— Immune system disorders

Doctors recommend, not
prescribe!
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Medical marijuana

« Cannabinoids of medical
interest: THC and CBD

« FDA has approved one
cannabis-derived and three
cannabis-related drug
products

« CBD oil and creams widely
available
— Online retailers
— CVS (800 stores)
— Walgreens (1,500 stores)
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Recreational marijuana

« Colorado firstin 2014

 Now Alaska, California,
Colorado, Maine,
Massachusetts, Michigan,
Nevada, Oregon, Vermont,

RECRE: TIONAL Washington
MARIJ UANA « Decriminalized in 14 other

states
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Who is exposed to cannabis-related liability?

Supply chain participants ;k

Doctors &
O go

All employers P S XV Y
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Cannabis supply chain

———

(Varies by state) Dispensary

) =) mmp

Manufacturer
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Who is exposed to cannabis-related liability?

Supply chain

| Grower | Manufacturer | ___Lab____| Dispensary/Store

Product liability Product liability Professional Product liability
(edibles) liability
Intellectual Intellectual Professional
property property liability
Diminished prop. Diminished prop. Diminished prop.
Value (RICO) Value (RICO) Value (RICO)
Nuisance, Nuisance, Nuisance,
emotional distress  emotional distress emotional distress

Plus all the usual exposures of running a business
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Who is exposed to cannabis-related liability?

Product liability

Growers

Manvufacturers

Dispensaries

THIS PROCUCT
SCHEDULE | CONTROLLED SUBSTANCE. KEEP OUT OF REACH OF
CHILDREN AND ANIMALS. CANI PRODUCTS MAY ONLY BE

‘OR OLDER UNLESS THE PERSON IS A ]
THE INTOXICATING EFFECTS OF CANNABIS PRODUCTS MAY

PREGNANT OR
CONSUMPTION OF CANNABIS PRODUCTS IMPAIRS YOUR

ABILITY TO DRIVE AND OPERATE MACHINERY. PLEASE USE

EXTREME CAUTION.

MEDICAL CANNABIS

I WARNING: Please use extreme caution. May cause drowsiness. Do not drive or

I operate heavy machinery. Keep out of the reach of children. Unlawful to
INDICA D I redistribute. Medication in this package was produced and distributed in compliance

1 with New Jersey C Use Medical Marijuana Act SB 119, and may be legally
SATIVA D I possessed only by a patient or registered caregiver. Use as directed by Physician.

1

HYBRID [ ! 7pc9 CBD% Gram(s)
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Who is exposed to cannabis-related liability?

Professional liabiliy

oo
Labs

©,0
Dispensaries ﬂ-

A Advisen



Who is exposed to cannabis-related liability?

Supply chain ;k

Others

« Distributors

« Landlords & property managers
« Banks

« Coming: cannabis cafes
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Who is exposed to cannabis-related liability?

Cannabis cafes

“Gram shop liability™

— Analogous to dram shop
liabillity

Barbrary Coast Lounge, San Francisco
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Who is exposed to cannabis-related liability?

Directors and officers

« Federal regulation of an illegal
INndustry

e Investment froud and market
manipulation “common”

« Shareholder suits
— CV Sciences, Aphris, MedMen, ...




Who is exposed to cannabis-related liability?

Doctors &

* Few, If any, med mal claims to date
— Potential for suits is real, however

 |ssue: No standard of care exists for recommending
cannabis
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Who is exposed to cannabis-related liability?

All employers g&&

« Employee rights/EPL
 Workers' compensation
« 39 party liability

« Social events
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Employers
Employee rights/EPL

* Must employers accommodate (or not discriminate
against) medical marijuana userse

* Must employers accommodate recreational marijuana
users who use during non-working houre
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Employers

Workers’ compensation & worker safety
* Does marijuana on the job increase injuries?

« Can WC be denied to injured employees testing positivee
« Does WC cover the cost of medical marijuanae
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Employers

3d Party Liability
* Importance of written and enforced drug policies
— Employers will feel pressure to liberalize policies

Social events
« Exposure analogous to liquor liability
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Relaxing federal restrictions

« Banking (SAFE Banking Act)

— Intent is fo lower AML and related threats

— Potential new compliance burdens for banks
— Improved safety for cannabis businesses

— Safe harbor for insurers

« Decriminalization
— RICO suits
— ADA implications

— Federal regulation
« EPA, FDA, others
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The US cannabis insurance industry

« Roughly 25 insurers
— Almost all non-admitted

« SAFE Banking Act may spark new capacity
» Federal decriminalization would open the flood gates

Dispensaries Cultivators Processors / Manufacturers Ancillary Businesses Landlords Testing Laboratories
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The US cannabis insurance indusiry

OUR TARGETED INDUSTRIES INCLUDE:

DISPENSARIES (MEDICAL & RECREATIONAL)

GROWING OPERATIONS (INDOOR, OUTDOOR,
GREENHOUSE)

LANDLORDS

TRANSPORTERS
WHOLESALE/DISTRIBUTORS
OIL AND EDIBLE MANUFACTURERS
DELIVERY

LABORATORY TESTING
CONSULTANTS

ONLINE RETAILERS

LAWYERS

PROPERTY MANAGEMENT
GARDEN/HYDROPONIC STORE
TOBACCO RETAIL STORE
SECURITY GUARDS
HEMP-RELATED INDUSTRIES

OUR PRODUCTS:

e GENERAL LIABILITY

e PROPERTY

e WORKERS COMPENSATION
¢ PROFESSIONAL LIABILITY
e CARGO/ MTC

e STOCK THROUGHPUT

e CROP COVERAGE

e CRIME AND EMPLOYEE DISHONESTY

* DIRECTORS & OFFICERS

e EMPLOYMENT PRACTICES LIABILITY

e DATA BREACH

e SMALL AND LARGE GROUP HEALTH

INSURANCE
e EMPLOYEE BENEFITS
e FINANCIAL ADVISING

Cannabis Insurance Associates™

A DIVISION OF BROWN & BROWN INSURANCE®
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Thank youl!
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About Advisen Lid.

Leading the way to smarter
and more efficient
risk and insurance communities.

Advisen delivers:

the right information into
the right hands at

the right time

to power performance.

Advisen is leading the way to smarter and more efficient risk and insurance communities. Through its information, analytics, ACORD messaging gateway, news,
research, and events, Advisen reaches more than 150,000 commercial insurance and risk professionals at 8,000 organizations worldwide. The company was

founded in 2000 and is headquartered in New York City, with offices in the US and the UK.

+1 (212) 897-4800 | info@advisen.com | www.advisenltd.com
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