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Understanding Crime Insurance for Cannabis
Businesses

Under standing Crime Insurance for Cannabis Businesses. Why
Protection Against Theft and Fraud Matters More Than Ever

The Unique Risks Faced by Cannabis Operatorsin a High-Cash, High-Value I ndustry

Cannabis businesses operate in auniquely chalenging environment. While the legal landscape for marijuana
continues to evolve across the United States, one reality remains constant: cannabis companies are prime
targets for crime. From cash-intensive operations to limited access to traditional banking, the industry
presents a number of vulnerabilities that other sectors don’t face.

Asaresult, many cannabis business owners are turning to crime insurance as a critical component of their
risk management strategy. Crime insurance—sometimes referred to as commercial crime coverage or fidelity
insurance—provides afinancial safety net against losses resulting from criminal acts such as theft, burglary,
fraud, and employee dishonesty.

In an industry where safeguarding assets can be the difference between resilience and ruin, understanding the
role and value of crimeinsuranceis essential.

What IsCrime Insurance? A Basic Overview of Coverage and Policy Scope

Crime insurance is atype of business insurance designed to protect companies from financial losses caused
by criminal activity. For cannabis businesses, these policies can be customized to account for specific
exposures that are common in the sector, including theft of cash, cannabis products, and internal fraud.

Here are the core elements typically covered by crime insurance policies:

e Employee Theft or Dishonesty: Covers losses due to fraudulent or dishonest acts committed by
employees, including embezzlement or product theft.

¢ Burglary and Robbery: Provides coverage for losses resulting from forced entry or armed robbery of
cash, inventory, or equipment.

e Third-Party Fraud: Coverslosses from scams such as forgery, impersonation, or check fraud
committed by outside individuals.

e Computer and Cyber Fraud: In some cases, crime insurance may also protect against cybercrime-
related losses, although these may be included in separate cyber liability policies.

Unlike general property insurance, which may exclude crime-related losses, crime insurance specifically
targets acts of theft, fraud, and deceit—whether from employees, customers, or external criminals.

Why Crime Insurance | s Especially Important for Cannabis Businesses



Dueto the federal illegality of marijuana, most cannabis businesses lack access to federally backed banking
services. Thisforces many dispensaries, cultivators, and distributors to operate largely in cash, making them
especially attractive to criminals.

In addition, cannabis products themselves are high in value and easy to resell on the black market. Whether
stored in dispensaries, warehouses, or delivery vehicles, cannabis products are vulnerable to theft.

Here are afew key reasons why crime insurance is particularly critical in this sector:

e Cash-heavy operations. Limited banking access increases the volume of cash on hand, creating a major
risk factor.

¢ High-value inventory: Cannabis products are compact, valuable, and easily stolen.

e Employee access: Internal theft isa growing concern in dispensaries and cultivation centers where
employees have direct access to product and cash.

o Limited federal protections. Unlike traditional businesses, cannabis companies often cannot rely on
standard financial institutions or law enforcement responses to resolve financial crimes quickly or
thoroughly.

What Crime Insurance Policies Typically Do Not Cover

It's equally important to understand the limitations of crime insurance policies. Not every criminal act or loss
isautomatically covered. Some exclusions may include:

e Damage fromriots or civil unrest: This may fall under general liability or property insurance.

e Cybersecurity breaches: While some crime insurance policies include limited cybercrime coverage,
most require a dedicated cyber liability policy for full protection.

e Theft by partners or executives. Many policies exclude theft by business partners or owners unless
specifically endorsed.

¢ Inventory mismanagement or accounting errors: Losses due to poor internal controls or administrative
mistakes are typically not covered.

To avoid surprises, cannabis business owners should work with experienced insurance brokers who
understand the nuances of policy exclusions, sublimits, and endorsements tailored to the cannabis space.

Real-World Examples. How Crime I nsurance Can Save Cannabis Businesses from
Devastating L osses

Crime insurance has already proven itself asafinancial lifeline for many cannabis businesses facing real -
world threats. Consider the following scenarios:

e A dispensary in Californiais robbed at gunpoint, resulting in the loss of $50,000 in cash and inventory.
With a crime insurance policy in place, the business files aclaim and is reimbursed for covered | osses,
helping it stay operational.

¢ A cultivation facility in Michigan uncovers that an employee has been skimming inventory over
several months and selling it offsite. The crime insurance policy covers the loss after investigation
confirms employee dishonesty.

¢ |In Colorado, a company falls victim to aforged check scheme by an external vendor. Crime insurance
helps recover the misappropriated funds.

Each of these examples underscores the value of having proactive crime coverage in place, especialy in an
industry that faces heightened exposure.



How to Choose the Right Crime Insurance Policy for Your Cannabis Business

Selecting the right policy requires atailored approach, as each cannabis business has unique risks based on
size, location, and type of operation. Dispensaries face different threats than cultivators, delivery services, or
manufacturers.

Here are steps to consider:

1. Assessyour risk profile: Evaluate cash handling procedures, employee access, security systems, and
historical |osses.

2. Work with a cannabis-savvy broker: Seek an insurance provider or broker who specializesin cannabis
to ensure coverage aligns with industry realities.

3. Compare policy limits and deductibles: Ensure the policy offers realistic coverage amounts for worst-
case scenarios.

4. Understand exclusions and optional add-ons: Consider endorsements for computer fraud, forgery, or
third-party theft based on your needs.

5. Maintain documentation and security protocols: Insurance providers may require evidence of strong
internal controls such as surveillance, vaults, and dual-authentication procedures for claims approval.

The more detailed your risk management strategy, the more comprehensive—and affordable—your crime
insurance policy can be.

Integrating Crime Insurance into a Broader Cannabis Risk M anagement Strategy

Crime insurance should not be viewed in isolation. It is one of several important tools cannabis business
owners must use to protect operations, assets, and reputations. A strong insurance portfolio should also
include:

e General liability insurance

¢ Product liability coverage

e Property insurance

e Workers' compensation

e Cyber liability

¢ Directors and officers (D& O) coverage

By combining these policies under a comprehensive risk management plan, cannabis businesses can improve
resilience, reduce operational downtime, and secure long-term financial sustainability.

Crimelnsurancelsa Critical Investment for the CannabisIndustry’s Future

As the cannabis industry matures and attracts more players and profits, it also becomes more susceptible to
internal and external threats. Crime insurance offers a vital shield against these risks, protecting not only
assets but also the viability of the businesses involved.

For cannabis operators navigating a complex regulatory and security landscape, crime insuranceis not a
luxury—it is a necessity. With proper planning, transparent policy terms, and smart risk management,
cannabis business owners can operate with confidence, knowing they’ re protected against one of the
industry’ s most serious threats.
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