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Executive Summary

Mining operations face some of the most complex and challenging insurance
requirements in commercial industry. Whether extracting precious metals, rare earth
elements, coal, or aggregates, mining companies must navigate a sophisticated
landscape of liability exposures, environmental risks, and regulatory compliance
obligations.

This comprehensive guide provides mining operators, project developers, and
industry professionals with a complete understanding of the insurance coverages
essential to protect mining operations. From general liability and pollution coverage
to surety bonds and workers compensation, we explore every component of a
properly structured mining insurance program.

Mining insurance is fundamentally different from standard commercial coverage.
Standard admitted insurance carriers typically decline mining risks due to the
severity of potential claims, the complexity of operations, and the environmental
liability exposures inherent to the industry. This reality requires mining operators to
work with specialized insurance brokers who understand surplus lines markets and
have relationships with carriers willing to underwrite mining risks.

At CVI, we specialize in placing coverage for hard-to-place mining operations across
multiple states. Our expertise spans underground and surface mining, rare earth
operations, lithium extraction, coal mining, and aggregate production. This guide
reflects decades of combined experience helping mining companies secure
comprehensive protection.
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Understanding Mining Insurance Challenges

Mining operations present unique insurance challenges that distinguish them from
virtually every other commercial industry. Understanding why mining insurance is
different is the first step toward securing appropriate coverage.

Why Standard Insurance Doesn't Work for Mining

Standard commercial general liability policies explicitly exclude mining operations
through industry classification restrictions and operational hazard exclusions. Even
when carriers write policies for mining companies, they often add endorsements that
severely limit or eliminate coverage for mining-specific risks.

The primary challenges include:

« Severity of potential claims: A single underground incident can result in
multiple fatalities, permanent disabilities, and catastrophic property damage
running into tens of millions of dollars

+ Environmental liability exposure: Mining operations disturb large areas of
land, create tailings ponds, use chemical processing agents, and can
contaminate groundwater for decades after operations cease

* Long-tail claims: Dust exposure claims, subsidence damage, and
environmental contamination may not manifest for years or decades after the
exposure occurs

* Regulatory complexity: Federal MSHA requirements, state mining
regulations, and environmental agency oversight create compliance
obligations that standard policies don't address

+ Equipment values: Mining equipment represents massive capital
investments. A single haul truck can cost over one million dollars, and
underground mining equipment can exceed ten million dollars per unit

The Complete Mining Insurance Program

A comprehensive mining insurance program consists of multiple integrated
coverages working together to protect the operation. No single policy provides
complete protection. Mining operators must assemble a coordinated program that
addresses all major exposure areas.

General Liability Insurance

General liability insurance forms the foundation of any mining insurance program.
This coverage protects against third-party claims for bodily injury, property damage,
personal injury, and advertising injury arising from mining operations.

Critical coverage components:

* Premises liability: Protection when visitors, contractors, or vendors are
injured on mining property

» Operations liability: Coverage for damage caused by mining activities,
including blasting, excavation, and equipment operation



* Products-completed operations: Protection for claims arising after minerals
or aggregates are sold and delivered
* Underground mining endorsement: Specialized coverage modification
required for underground operations
Typical coverage limits: Mining operations typically require minimum limits of two
million dollars per occurrence and four million dollars aggregate. Many operations
carry five to ten million dollar limits, particularly when working with major industrial
customers or operating near populated areas.

Understanding the pollution exclusion: Standard general liability policies include
broad pollution exclusions that eliminate coverage for environmental contamination
claims. This makes separate pollution liability coverage absolutely essential for
mining operations. The pollution exclusion applies even when the pollution is sudden
and accidental.

Pollution and Environmental Liability

Pollution liability insurance represents one of the most critical coverages for mining
operations. This specialized policy responds to environmental contamination claims
excluded under general liability coverage. Given the inherent environmental risks in
mining, this coverage is non-negotiable.

Coverage scope:

« Site pollution liability: Cleanup costs for contamination of soil, groundwater,
and surface water on or migrating from the mining site
+ Third-party claims: Legal defense and damages when contamination affects
neighboring properties or water sources
* Regulatory action: Defense costs and compliance expenses when
environmental agencies require cleanup or remediation
« Business interruption: Lost income when environmental contamination
forces operational shutdown
+ Transportation pollution: Coverage for spills and contamination during
transportation of minerals, chemicals, or waste materials
Key underwriting factors: Pollution insurance underwriters evaluate environmental
management practices, site history, chemical usage, water proximity, and
remediation plans. Operations with documented environmental protocols, regular
monitoring, and containment systems receive more favorable terms.

Acid mine drainage considerations: Underground mining operations, particularly
coal and metal mines, must address acid mine drainage risks. When sulfide minerals
are exposed to air and water, they generate sulfuric acid that can contaminate
groundwater and surface water for decades. Pollution policies must specifically
address this long-term exposure.

Workers Compensation Insurance



Workers compensation insurance is mandatory in virtually every state for mining
operations with employees. This coverage provides medical benefits, wage
replacement, and disability payments for employees who suffer work-related injuries
or occupational illnesses.

Mining operations face some of the highest workers compensation rates in any
industry due to the inherent dangers of the work. Underground mining classifications
carry particularly high premium rates, often several times higher than surface mining
operations.

Critical considerations for mining operations:

+ Experience modification factor: Your claims history directly impacts
premium costs through the experience mod. A mining operation with strong
safety records and minimal claims can achieve mods below 1.0, resulting in
significant premium credits

+ Classification codes: Proper classification is essential. Underground mining
codes differ from surface mining codes, and specific mineral extraction
activities have distinct classifications with dramatically different rates

* Independent contractor exposure: If contractors working on your site lack
their own workers compensation coverage, your policy can be charged for
their payroll. Certificate management is critical

* MSHA compliance: Mine Safety and Health Administration violations can
impact insurance availability and pricing. Carriers review MSHA inspection
reports and violation history during underwriting

* Occupational disease coverage: Silica exposure, hearing loss, and
respiratory conditions represent significant long-tail exposures. Workers
compensation policies must address occupational disease claims that may
not manifest for years

State monopolistic funds: Several states operate monopolistic workers
compensation funds where mining operations must purchase coverage through the
state fund rather than private carriers. Ohio, Washington, Wyoming, and North
Dakota maintain such systems for specific industries or all employers.

Equipment Breakdown and Inland Marine Coverage

Mining equipment represents massive capital investments that require specialized
insurance protection. Standard property insurance policies often exclude mobile
equipment and provide insufficient coverage for the unique exposures mining
equipment faces.

Inland Marine Insurance

Inland marine coverage protects mobile mining equipment, contractor's equipment,
and property in transit. This coverage is essential for all mining operations given the
mobile nature of equipment and the significant values involved.

Covered equipment includes:

* Haul trucks, loaders, excavators, and bulldozers



* Underground mining equipment including continuous miners, shuttle cars, and
roof bolters

+ Drilling equipment, crushing equipment, and processing machinery

» Conveyor systems, hoists, and material handling equipment

» Tools, supplies, and spare parts
Valuation methods: Equipment can be covered on actual cash value, replacement
cost, or agreed value basis. Agreed value coverage eliminates depreciation disputes
but requires detailed equipment schedules and appraisals.

Equipment Breakdown Coverage

Equipment breakdown insurance covers mechanical and electrical failures that
inland marine policies exclude. This coverage responds when machinery
experiences sudden mechanical breakdown, electrical arcing, motor burnout, or
pressure system ruptures.

For mining operations, equipment breakdown coverage should include business
interruption protection. When a critical piece of equipment fails, the resulting
downtime can cost far more than the equipment repair. Business interruption
coverage pays for lost income and continuing expenses during the repair period.

Commercial Auto Insurance

Commercial auto insurance covers vehicles used for mining operations, including
pickup trucks, service vehicles, fuel trucks, and any licensed vehicles traveling on
public roads. This coverage is separate from inland marine coverage for unlicensed
mining equipment.

Essential coverage components:

« Auto liability: Legal defense and damages when company vehicles cause
bodily injury or property damage to third parties
+ Physical damage: Comprehensive and collision coverage for damage to
company-owned vehicles
« Hired and non-owned auto: Protection when employees use rental vehicles
or their personal vehicles for company business
* Uninsured motorist: Coverage when employees are injured by drivers
without insurance or insufficient insurance
Hauling considerations: Mining operations that transport ore, aggregates, or
supplies using commercial trucks require trucking liability coverage with appropriate
cargo insurance. Standard commercial auto policies provide limited cargo coverage
and may exclude specific commodities.

Excess and Umbrella Liability

Excess liability coverage provides additional limits above underlying primary policies.
Given the catastrophic potential of mining incidents, adequate excess limits are
essential for protecting company assets and meeting contractual requirements.



Mining operations typically carry minimum excess limits of five million dollars, with
many operations maintaining ten to twenty-five million dollars in total liability
protection. Large mining companies and operations near populated areas often carry
fifty million dollars or more in combined primary and excess limits.

Follow-form vs. umbrella: Excess policies come in two forms. Follow-form excess
policies provide the same coverage as underlying policies with higher limits.
Umbrella policies may provide broader coverage but include their own terms,
conditions, and potential coverage gaps. Mining operations should carefully evaluate
which structure best serves their needs.

Professional and Management Liability Coverages

Beyond traditional insurance coverages, mining companies face professional liability
exposures that require specialized protection.

Directors and Officers Liability

Directors and officers liability insurance protects company executives and board
members from personal liability for management decisions and corporate
governance issues. This coverage is particularly important for mining companies with
outside investors, publicly traded stock, or complex ownership structures.

Covered claims include:

« Shareholder lawsuits alleging mismanagement or breach of fiduciary duty
* Employment practices claims against individual executives

* Regulatory investigations by federal or state agencies

» Securities law violations and disclosure failures

Employment Practices Liability

Employment practices liability insurance covers claims of wrongful termination,
discrimination, harassment, retaliation, and other employment-related lawsuits.
Mining operations with significant workforces face substantial EPLI exposure,
particularly given the male-dominated nature of the industry and increasing focus on
workplace safety and harassment prevention.

Surety Bond Requirements

Mining operations face extensive surety bond requirements at both federal and state
levels. Unlike insurance, surety bonds guarantee performance rather than protecting
the mining company. When a bond pays a claim, the mining company must
reimburse the surety.

Reclamation Bonds



Reclamation bonds represent the most significant bonding requirement for mining
operations. Federal law and state mining regulations require bonds to ensure proper
site reclamation after mining operations cease. These bonds guarantee funding for
revegetation, slope stabilization, water treatment, and restoration of disturbed lands.

Bond amounts vary based on:

« Total disturbed acreage

« Type of mining operation (underground vs. surface)

+ Estimated reclamation costs

* Long-term monitoring and water treatment requirements

» State-specific bond calculation methodologies
Reclamation bonds can range from several hundred thousand dollars for small
aggregate operations to tens of millions of dollars for large coal or metal mining
operations. Some states allow alternative financial assurance mechanisms including
letters of credit, certificates of deposit, or self-bonding for companies meeting
specific financial criteria.

Performance Bonds

Mining operations that provide custom mining services or contract mining for other

companies often require performance bonds guaranteeing completion of the work.

These bonds protect the project owner if the mining contractor fails to complete the
contracted work according to specifications.

Insurance Considerations by Mining Type

Different types of mining operations present unique insurance challenges and
coverage requirements. Understanding these distinctions helps operators assemble
appropriate insurance programs.

Underground Mining

Underground mining operations face the most challenging insurance environment in
the industry. Catastrophic collapse potential, confined space dangers, ventilation
requirements, and long-term subsidence exposure make these operations difficult to
insure.

Critical insurance considerations:

« Underground operations endorsement required on general liability policies

» Subsidence damage coverage for surface structures above mining operations

* Mine fire and explosion coverage

» Elevated workers compensation rates reflecting higher injury frequency and
severity

* Acid mine drainage pollution liability coverage

Surface Mining
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Surface mining operations including open pit mines, strip mines, and mountaintop
removal operations present different but substantial insurance challenges. These
operations disturb large surface areas and generate significant environmental
exposure.

Key exposures include:

« Blasting damage to neighboring properties

« Erosion and sediment control failures

» Slope stability and highwall failures

+ Dust generation and air quality impacts

» Surface water and groundwater contamination

Aggregate and Quarry Operations

Aggregate producers and quarry operators extracting sand, gravel, crushed stone,
and similar materials face somewhat more favorable insurance markets than metal
or coal mining operations. However, these operations still present significant
exposures requiring specialized coverage.

Primary concerns:

* Mobile equipment accidents and rollovers

» Crushing and screening equipment hazards

+ Dust and noise impacts on neighboring properties

« Groundwater dewatering and local water table effects
« Transportation of aggregates to customer sites

Rare Earth and Critical Mineral Operations

Rare earth element extraction and critical mineral mining operations present unique
insurance challenges due to complex chemical processing requirements, radioactive
material handling, and limited operational history in North America.

Special considerations:

» Chemical processing liability for acid leaching and solvent extraction

+ Radioactive materials handling and disposal (thorium and uranium often occur
with rare earths)

+ Tailings pond liability and long-term containment requirements

« Emerging technology risks with limited claims history

Key Underwriting Factors

Insurance underwriters evaluate numerous factors when determining whether to
offer coverage and at what price. Understanding these factors helps mining
operators present their operations in the most favorable light and secure better
insurance terms.
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MSHA Safety Record

Mine Safety and Health Administration compliance history represents one of the
most critical underwriting factors. Carriers review MSHA inspection reports, violation
history, and enforcement actions. Operations with clean MSHA records and
proactive safety programs receive significantly better coverage terms.

Underwriters specifically evaluate:

» Total number of violations in the past three years

» Severity of violations (significant and substantial vs. minor citations)
+ Pattern of violations enforcement actions

+ Fatalities and serious injury incidents

* Mine operator training programs and documentation

Environmental Management Practices

Documented environmental management systems significantly improve insurance
availability and pricing. Underwriters look for evidence that mining operations take
environmental protection seriously and have systems in place to prevent
contamination.

Favorable underwriting factors include:

» Written storm water pollution prevention plans

» Regular groundwater and surface water monitoring

» Spill prevention control and countermeasure plans

» Secondary containment for fuel and chemical storage
+ Employee environmental training documentation

Management Experience

The experience and qualifications of mine management directly impact insurance
underwriting. Operations managed by mining professionals with documented
industry experience, formal education in mining engineering, and clean regulatory
records receive preferential treatment.

Conversely, mining operations managed by individuals without mining industry
background or with previous business failures face challenging insurance markets
and may be declined coverage by multiple carriers.

Claims History

Previous insurance claims significantly impact current insurance availability and
pricing. Operations with clean loss histories achieve better terms. However,
underwriters understand that incidents occur even in well-managed operations and
evaluate claims in context.
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A single large claim with documented corrective actions may be viewed more
favorably than multiple smaller claims indicating systemic problems. Mining
operators should document all risk management improvements implemented
following any claims.

Working with Surplus Lines Markets

Most mining insurance coverage comes from surplus lines carriers rather than
standard admitted insurance companies. Understanding surplus lines markets and
how they differ from admitted markets is essential for mining operators.

What Are Surplus Lines Carriers

Surplus lines carriers, also called non-admitted carriers, operate outside state
insurance guaranty fund systems and have greater flexibility in underwriting, pricing,
and policy terms. These carriers fill the market gap for risks that admitted carriers
decline to insure.

Key characteristics:

» Not subject to rate and form filing requirements

+ Can customize policy terms for specific operations

» Often provide higher limits than admitted markets

* Must be placed through licensed surplus lines brokers
» Charge surplus lines taxes in addition to premium

Finding Specialized Coverage

Mining operations require insurance brokers with specific surplus lines market
access and mining industry experience. General commercial insurance agents
typically lack the carrier relationships and technical knowledge necessary to properly
insure mining risks.

When selecting an insurance broker for mining operations, verify their experience
with similar operations in your specific mining sector. Ask about their carrier
relationships, recent placements, and understanding of mining industry exposures.

Risk Management Best Practices

While comprehensive insurance coverage is essential, mining operators should
implement strong risk management practices to prevent losses, protect employees,
and improve their insurance position.

Safety Programs

Formal written safety programs demonstrate commitment to employee protection
and regulatory compliance. Effective programs include written procedures, regular
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training, incident investigation protocols, and management accountability for safety
performance.

Essential program components:

» Written safety and health policies approved by senior management
+  MSHA-compliant new miner training and annual refresher training
» Job hazard analyses for high-risk activities

* Regular safety inspections and hazard identification processes

* Incident investigation and root cause analysis procedures

+ Safety performance metrics and management review

Equipment Maintenance

Documented preventive maintenance programs reduce equipment failures, prevent
accidents, and demonstrate responsible equipment management to insurance
underwriters. Maintenance records provide evidence that equipment receives proper
care and operates safely.

Maintain detailed service records for all critical equipment including dates, services
performed, parts replaced, and technician signatures. These records become
essential during equipment breakdown claims and demonstrate maintenance
diligence to underwriters.

Contractor Management

Mining operations regularly work with contractors for specialized services, equipment
repairs, and supplemental labor. Proper contractor management protects against
liability exposure and workers compensation audit charges.

Critical contractor management practices:

» Obtain certificates of insurance before contractors begin work

» Verify general liability limits meet project requirements

» Confirm workers compensation coverage for all contractor employees
+ Require additional insured endorsements on contractor liability policies
» Maintain certificate files for audit purposes

Real Mining Insurance Scenarios

Understanding how insurance responds to actual mining incidents illustrates the
importance of comprehensive coverage and proper policy structure.

Scenario: Underground Roof Collapse

An underground coal mine experienced a roof collapse that trapped four miners for
several hours. All miners were rescued but suffered injuries requiring hospitalization.
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MSHA investigation identified inadequate roof bolt installation as the contributing
factor.

Insurance response:

+  Workers compensation: Covered all medical expenses, wage replacement,
and rehabilitation costs for injured miners. Total claims exceeded five hundred
thousand dollars.

* General liability: Did not respond as injured parties were employees, not
third parties.

* Equipment breakdown: Covered damage to mining equipment caught in the
collapse and business interruption during mine closure for investigation and
repairs.

Scenario: Acid Mine Drainage Contamination

A closed metal mine began discharging acidic water containing heavy metals into a
nearby stream five years after cessation of operations. Downstream property owners
filed claims for property damage and water quality impacts. State environmental
agency ordered immediate remediation and long-term water treatment.

Insurance response:

* General liability: Did not respond due to pollution exclusion in the policy.

« Pollution liability: Covered cleanup costs, third-party property damage
claims, legal defense expenses, and regulatory compliance costs. Total
claims exceeded three million dollars.

This scenario demonstrates why pollution liability coverage is non-negotiable for
mining operations. Without pollution coverage, the mining company would face the
entire claim cost personally.

Scenario: Blasting Damage to Neighboring Property

A surface mine conducted blasting operations that caused foundation cracks and
well water contamination at several neighboring homes. Homeowners filed claims for
property damage and loss of water supply. Investigation revealed that blasting
exceeded permitted vibration limits.

Insurance response:

* General liability: Covered structural damage to homes and provided legal
defense. Coverage totaled approximately eight hundred thousand dollars for
repairs and settlements.

» Pollution liability: Covered well water contamination claims and costs to
provide alternative water supplies during remediation.

This incident required both general liability and pollution liability coverage working
together to provide complete protection.
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Conclusion

Mining operations require sophisticated insurance programs tailored to the unique
challenges of the industry. Standard commercial insurance policies fail to address
mining exposures, making specialized coverage through surplus lines markets
essential.

A complete mining insurance program integrates multiple coverages including
general liability with mining endorsements, pollution liability, workers compensation,
equipment coverage, commercial auto, excess liability, and appropriate surety
bonds. Each coverage addresses specific exposures that could otherwise threaten
the financial viability of the operation.

Working with insurance brokers who specialize in mining risks provides access to
appropriate markets and ensures proper policy structure. Mining operations cannot
afford coverage gaps or inadequate limits given the catastrophic potential of mining
incidents.

Risk management practices including comprehensive safety programs,
environmental management systems, equipment maintenance, and contractor
oversight support insurance coverage and improve loss experience. These practices
reduce insurance costs over time while protecting employees and the environment.

About CVI

CVI specializes in providing comprehensive insurance solutions for mining
operations and other hard-to-place industries. With over fifty-five years of industry
experience, we understand the unique challenges mining companies face in
securing appropriate insurance coverage.

Our expertise spans underground mining, surface mining, aggregate production, rare
earth operations, and specialty mineral extraction across multiple states. We
maintain relationships with surplus lines carriers who understand mining risks and
provide the specialized coverage mining operations require.

Whether you are launching a new mining venture, expanding existing operations, or
seeking to improve your current insurance program, CVI brings the market access
and technical knowledge necessary to protect your operation comprehensively.

Contact Information:

Phone: 818-974-8117

Email: steve@cvins.com

Website: www.fcisgroup.com

Address: 3156 Foothill Blvd., Suite A, La Crescenta, CA 91214
California License: 0G58010

NPN: 13684036
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Disclaimer

This white paper provides general information about insurance coverages and risk management
practices for mining operations. It does not constitute legal advice, risk management consulting, or
insurance coverage recommendations for specific operations.

Insurance requirements, coverage availability, and regulatory obligations vary significantly based on
mining type, location, operational scope, and numerous other factors. Mining operators should consult
with qualified insurance professionals, legal counsel, and risk management consultants to determine
appropriate coverage for their specific circumstances.

Policy terms, conditions, exclusions, and limits vary among carriers and policies. Coverage
descriptions in this document represent general concepts and do not constitute actual policy
language. Specific coverage questions should be directed to licensed insurance professionals with
access to actual policy forms.

CVI makes no warranties or representations regarding the accuracy or completeness of information
contained in this white paper. Insurance and regulatory requirements change over time. This
document reflects general industry practices as of the publication date and should not be relied upon
as current without verification.
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