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Background
U.S. cannabis sales reached $17.5B in 2020, an impressive 44.6% increase over the prior year.1 More than 
28,000 companies are in the cannabis production industry and that number is expected to grow by 16% 
in the next five years.2

Public policy regarding cannabis production and distribution continues to be solely the purview of the 
states since legalization at the national level has not yet happened. By the end of 2020, though, 15 states 
and the District of Columbia had fully legalized the sale and production of cannabis for medical and 
recreational use. Each has established their own standards and requirements for growing cannabis for 
sale in their state.
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Hazard 1: Inadequate Retrofitting for Electrical 

One common scenario for a new cannabis production operation is to transform an existing warehouse 
or other commercial facility. However, structures that previously stored items or supported light 
manufacturing are completely unsuited to grow cannabis without extensive transformation.

In their eagerness to begin production, cannabis producers may be tempted to make these modifications 
on the fly. To obtain electricity to power heat lamps and exhaust fans, they tap into (and possibly quickly 
overwhelm) existing municipal power supplies. They may route this power through the facility using 
extension cords and adapters. This can cause circuit overloads, fires, and even worker safety issues with 
extension cords on the floor or strung haphazardly throughout the facility. 

Pre-planning for electrical requirements must begin at the source – either ensuring its availability through 
utility providers or possibly supplementing that with onsite, renewable sources. Internal wiring should be 
addressed as well – how to safely bring that power where it needs to be with proper outlets and circuitry.

Background
While cannabis can be grown indoors or outdoors, the majority is grown indoors due to state laws 
(outdoor growing is allowed only in Colorado, Michigan, Oregon, and Washington), security, and the 
ability of the grower to closely manage the physical environment, including light, water, temperature, 
and humidity. Safely creating this kind of artificial environment is challenging, but necessary. 

RISK in Focus
Effective and Safe Grow Facilities 

Hazards Contributing to the Risk 
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Hazard 2: Failure to Incorporate a Robust HVAC System

Whether for a new construction or a retrofit, maintaining ideal levels of temperature, air quality, and 
humidity requires a top-of-the-line HVAC system. As with electricity, any pre-existing HVAC systems in a 
prior-used commercial facility will likely be inadequate for a cannabis production operation. The HVAC 
system must be revamped or rebuilt completely. 

Experts recommend that a cannabis facility’s HVAC capacity be over-built by at least 20 percent, providing 
a buffer that that can account for future growth and high draw situations. And once the HVAC system is 
in place, if there are no redundant backups to key HVAC systems (including ventilation and cooling) the 
entire operation remains at risk.3

Finally, owners will need to work 
with an HVAC specialist who’s 
familiar with supporting indoor 
cannabis operations in that region 
and who understands the intricacies 
of the growing process and the 
interplay between local outdoor 
weather and indoor growing 
conditions.
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Hazard 3: Dismissing Consideration of Onsite 
Alternative Energy Generation

Given its significant energy footprint, indoor 
cannabis production has caught the attention of 
environmentalists concerned about the industry’s 
fossil-fuel impact and greenhouse gas generation. 
Local governments may be concerned about those 
issues as well, along with the possibility that a 
facility will overtax their electric grids. 

Whether either of these concerns ultimately 
leads to restrictions on the electricity available 
for cannabis production facilities, owners should 
review alternative energy options to supplement 
the electricity they draw from the grid. This type of 
initiative, using solar or wind energy generation for 
example, could also be a positive reflection on the 
company’s brand. 

Hazard 4: Failure to Create a Secure Physical Structure

In addition to maintaining the inside environment, owners should ensure that the building itself is 
secure – from thieves, vagrants, curious passersby, and pests. Without robust fencing, secure systems 
for employee access, and an airtight structure, people and things that belong outside the facility may 
find their way in. 

This requires security experts, structural inspectors, prudent pest control practices, and other 
precautionary steps. 
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Hazard 1: Failure to Stay Informed on Trends in Legislation and Regulation

Legislatures and regulatory agencies in states with legalized cannabis production continually update 
and modify their laws and regulations as they learn about successful policies in other states or address 
previously unforeseen issues. If cannabis producers don’t stay informed on these deliberations, they’ll 
miss the opportunity weigh in to try to influence new policies based on their expertise and expertise. 
They’ll also forfeit the chance to have early information on likely new policies – information that enables 
them to better prepare for new areas of compliance. One way to stay current on these matters is 
through active participation with cannabis-related advocacy trade groups.

RISK in Focus
Legal Compliance

Background

State laws establishing cannabis production standards vary significantly in major areas like vertical 
integration, licensing, and indoor/outdoor locations. They also vary on the smaller details. Compliance 
stakes are high for cannabis producers, who, in the eyes of many already are suspect due to the pre-
legalization stigma related to “growing pot.” In some respects, pristine compliance with every legality is 
as important as maintaining a pristine facility.

Hazards Contributing to the Risk 

Hazard 2: Maintaining Inadequate Legal Counsel

Along with new laws and regulations comes evolving legal interpretations and other judicial 
considerations. The laws, regulations, and findings regarding cannabis production are fluid, and often 
not clear cut. Without the input and signoff from experienced attorneys as companies consider business 
plans, business relationships, ownership matters, financial arrangements, and other business practices, 
a cannabis producer will likely find itself in violation of some matter – large or small.
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Hazard 3: Inadequate Training of Team Members

Standards for legal and ethical practices extend throughout the cannabis production organization 
to all their employees – from growers and harvesters to processers and transporters. For their own 
protection and the protection of the company, there should be ongoing training and reinforcement of 
the legal responsibilities of each employee. This training should include not only an explanation of the 
required standards, but the rationale behind them so that it’s easier for employees to determine the 
proper action if they encounter a gray area. 
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Hazard 1: Neglecting to Prepare a Workplace Safety and Health Plan 

Given the wide variety of cannabis production workplace risks identified above, owners can’t assume 
their employees will intuitively recognize the dangers that exist in and around their work location. 
Company owners must first compile and document this precautionary information and the appropriate 
safety measures across the facility. 

Worker safety specialists and insurance representatives with experience in the cannabis industry 
are good sources of information about employee safety standards that should be adopted in a given 
cannabis facility. As noted, some states also have developed guidance, and these also might serve as a 
basis for a facility’s safety and health plan.

Background
Given that the federal government still considers cannabis a Schedule I substance banned under the 
Controlled Substances Act, the Occupational Safety and Health Administration has not issued industry-
specific guidance on cannabis industry worker safety. Certain states, though, have developed their own 
guidelines based on general OSHA standards.

Most experts agree that worker safety issues in cannabis production span three categories: 

+ Biological – A worker’s exposure to bacteria and fungi can cause health effects.

+ Chemical – Workers can be affected by exposure carbon dioxide and carbon monoxide from 
manufacturing operations, ozone from plant emissions, pesticides and fungicides, disinfectants and 
cleaning chemicals, and nutrients.

+ Physical – There is also the very real danger in the facility from the presence of compressed gas 
cylinders, heavy equipment, and improper electrical wiring. There are also ergonomic risks related to 
repetitive motions and heavy lifting.4

RISK in Focus
Worker Safety

Hazards Contributing to the Risk 
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Hazard 2: Inadequate Worker Safety Training

Creative and repetitive training is the best way to communicate workplace safety and health plan 
information to each employee. Owners are missing an opportunity for these learning opportunities if this 
detailed information isn’t included in job descriptions, reviewed at staff meetings, and reiterated in one-
on-one check-ins. 

Experts say that training needs to be directed in three areas:

1. Specific to each employee’s workstation. 

2. Specific to the cannabis industry (e.g., dermal and respiratory exposure and electricity-related).

3. Generic to cover traditional workplace health and safety risks such as slips, trips, and falls.

Hazard 3: Failure to Ensure Workers are Unimpaired

Some studies have identified disturbing reports that cannabis production employees are prone to 
consuming cannabis on the job or prior to reporting to the job site.5 This isn’t only dangerous for the 
employee and their co-workers, but it can also affect the quality of the product and even result in fines 
and license suspensions.

As the cannabis production industry continues to seek legitimization in the eyes of the public, regulators, 
and the states that have not yet legalized cannabis consumption, employers cannot allow this practice or 
turn a blind eye to it.  
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Background
Purchases of supplies, utilities, and professional services represent nearly 50% of cannabis production 
industry revenue.6 Cannabis is a specialty industry. Since it operates within a unique legal structure, many 
of these suppliers similarly need to account for that reality in the course of their association with the 
cannabis company. 

RISK in Focus
Vendor Management

Hazard 1: Failure to Properly Vet Suppliers

The quality of cannabis production inputs and supportive services is critical. Providers of seeds, soil, 
lamps, HVAC, insurance service, and legal service providers all must do their part exceptionally well 
consistently to ensure a successful outcome – be it a harvest or the overall survival of the business itself. 

If owners don’t take the time to review the qualifications and track records of these supplier companies 
by checking references, performing background checks, and reviewing information supplied by the 
company (such as licenses, certifications, financial records, and safety records), they risk creating a weak 
link in their business model.7

Hazards Contributing to the Risk 

Hazard 2: Neglecting to Establish Backup or Redundant Materials Providers

Vetting should also be the foundation for establishing a team of backup providers for basic, critical 
products and services. Every company should make their own determination as to what services and 
suppliers fall into that category, but no doubt most cannabis producers would include transport, 
electrical, cybersecurity, and HVAC companies near the top of that list. 

No matter how reliable their primary supplier in those categories seems to be or has proven to be, 
they’re subject to unforeseen circumstances that could affect their ability to continue that service when 
their producer-client needs it the most. Without backups, the failure of a cannabis industry supplier could 
trigger the cannabis producer’s own failure.
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