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Why Safety Can’t Be an Afterthought After a Cannabis Acquisition:
Protecting Employees, Consumers, and Business Value

Cannabis mergers and acquisitions have surged in recent years as companies |ook to expand their footprints,
achieve economies of scale, and capture market share in arapidly evolving industry. But while financial
diligence and strategic planning often dominate the conversation, one critical area can be overlooked: safety.
From workplace hazards to regulatory compliance, safety must be an integral part of post-acquisition
integration. Ignoring it can lead to costly consequences, including fines, operational disruptions, reputational
damage, and even personal injury claims.

Under standing the Unique Safety Risksin the CannabisIndustry
Post Acquisition

Unlike many other industries, cannabis companies face a distinct set of operational risks. Cultivation
facilitiesinvolve high-powered lights, water systems, and potentially hazardous chemicals. Processing
operations may include extraction with flammable solvents or volatile compounds. Retail operations handle
controlled substances and large volumes of cash, creating security and compliance risks.

When one company acquires another, these risks don’t disappear—they often increase. Integration can bring
together differing safety cultures, inconsistent protocols, and varying compliance standards. Without a
structured approach, the acquiring company may inherit unsafe practices that were previously tolerated,
exposing the combined operation to accidents or regulatory violations.

The Cost of Overlooking Safety: Financial, Legal, and Reputational
Risks

Safety lapses can have cascading effects. A single accident in a cultivation or extraction facility can halt
production for weeks while investigations are conducted. Regulatory violations can result in fines,
suspension of licenses, or even facility shutdowns. In a cannabis industry already tightly regulated at the state
level, noncompliance with occupational health and safety regulations, chemica handling standards, or
security requirements can be catastrophic.

Beyond direct costs, the reputational damage can be long-lasting. Consumers and investors increasingly
expect companies to operate responsibly and prioritize employee well-being. A publicized safety incident can
erode trust, reduce sales, and negatively impact stock prices or acquisition valuations.



Conducting Compr ehensive Safety Due Diligence Before Closing the
Deal

Effective post-acquisition safety management begins even before the deal closes. Safety due diligence should
be a standard part of any cannabis M& A process, alongside financial, operational, and legal reviews. Key
areas to evaluate include:

o Workplace safety records and OSHA or state-level citations

History of employee injuries, near-misses, or safety complaints

Hazardous materials and chemical handling protocols

Fire and electrical safety systemsin cultivation and processing facilities
Security measures for cash, product, and restricted areas

Training programs and certifications for employees handling regulated products

A thorough audit can uncover hidden liabilities and inform integration strategies. In some cases, it may
influence the purchase price or contractual terms, such asindemnities for unresolved safety issues.

Aligning Safety Cultures Between Acquirer and Acquiree

Even when both companies are compliant with regulations, safety culture can vary dramatically. One
organization may emphasize proactive training and incident reporting, while another may view safety as a
checklist exercise. Post-acquisition, leadership must set a unified tone, communicating that safety is anon-
negotiable priority.

Best practices include:

Creating joint safety committees with representatives from both companies

Standardizing operating procedures across all facilities

Conducting refresher training for all employees on hazard recognition, PPE usage, and emergency
protocols

Implementing clear reporting channels for safety concerns, including anonymous options

A strong safety culture reduces accidents and demonstrates to regulators and investors that the organization is
committed to responsible operations.

| ntegrating Safety Into Operational Proceduresand Compliance
Programs

Operational integration provides an opportunity to review and enhance existing safety systems. Thisincludes
updating written safety protocols, standard operating procedures, and emergency response plans. Key focus
areas in cannabis operations include:

Extraction and processing: Ensuring proper ventilation, solvent handling, and fire suppression
Cultivation: Safe handling of fertilizers, pesticides, and high-voltage lighting system

Retail: Security and conflict de-escalation training for employees

Transportation: Safe transport of cannabis products, cash handling, and vehicle maintenance

Additionally, compliance programs must be harmonized to meet both state and local regulatory requirements.
Regulatory bodies often inspect post-acquisition operations to confirm adherence, and proactive safety



measures can mitigate enforcement risks.

L ever aging Technology to Enhance Post-Acquisition Safety

Modern technology can play a pivotal role in maintaining a safe cannabis operation after an acquisition.
Examplesinclude:

¢ Digital training platforms for consistent employee education on safety protocols

¢ Incident reporting software to track near-misses and workplace injuries

¢ Environmental monitoring systems to detect hazardous gases, chemical spills, or electrical issues
e Security and access control systemsfor dispensaries and cultivation sites

Integrating these tools across the combined organization creates visibility, reduces risk, and provides
actionable data for continuous improvement.

Planning for Continuous I mprovement and Emer gency
Preparedness

Safety is not aone-time initiative, it requires continuous attention. Companies should establish ongoing
audits, regular safety meetings, and performance metrics to eval uate effectiveness. Emergency preparedness
planning is equally critical. Thisincludes:

e Conducting fire drills and evacuation exercises

¢ Preparing for chemical spills or contamination incidents

e Maintaining a clear chain of command during emergencies

¢ Coordinating with local first responders and regulatory agencies

Having these systems in place post-acquisition ensures that employees are prepared, operations remain
uninterrupted, and regulatory obligations are met.

The Role of Leadership in Reinforcing Safety After an Acquisition

L eadership sets the tone for the organization’ s approach to safety. Executives and managers must visibly
support safety initiatives, allocate resources for training and equipment, and recognize employees for safe
behaviors. Leaders should a'so communicate transparently about any safety challenges uncovered during
integration and how the company plans to address them.

When safety becomes embedded in the organizational culture, employees are more likely to follow protocols,
report hazards, and contribute to a safe workplace.

Safety as a Strategic Asset, Not a Compliance Burden

For cannabis companies, acquisitions offer growth opportunities, but also carry operational risks that extend
beyond financial and legal considerations. Treating safety as an afterthought can undermine employee trust,
regulatory compliance, and long-term profitability.

By conducting thorough due diligence, harmonizing safety cultures, integrating operational protocols,
leveraging technology, and fostering strong leadership, companies can protect their employees, customers,
and brand reputation. In today’ s competitive cannabis industry, safety is not just a compliance requirement,



it'sastrategic asset that enhances operational resilience and preserves the value of the acquisition.
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