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As the cannabis industry continues to grow, so does the importance of risk management. Like any other
industry, cannabis businesses face a wide range of threats—from property damage and theft to lawsuits and
crop failure. But unlike most traditional businesses, cannabis operators navigate a unique legal and regulatory
landscape, which makes securing the right insurance coverage even more essential.

A typical cannabisinsurance policy isn’'t asingle plan, it'sabundle of specialized coverages tailored to
address the specific risks that cannabis businesses face. Whether you operate a dispensary, cultivation
facility, processing lab, or delivery service, understanding what’s usually covered in cannabis insurance will
help protect your investment and ensure long-term success.

Property and Equipment Coverage: Protecting Physical Assetsfrom
Fire, Theft, and Natural Disasters

Property and equipment insurance is one of the most common elements of a cannabis policy. This coverage
protects the physical location of your business—including any structures, fixtures, and critical equipment
used for operations.

Commonly Covered Risks:

e Fire or smoke damage

o Water damage (excluding floods unless added)
e Vandalism or break-ins

e Weather-related destruction (hail, wind, etc.)

e Equipment breakdowns or malfunctions

Cultivation businesses, in particular, rely heavily on high-tech lighting, HVAC systems, and irrigation
controls. A damaged or stolen piece of equipment could cost thousands or halt operations completely.
Property insurance ensures your business can recover swiftly from such losses.

Crop Insurance: Essential Protection for Cultivators and
Greenhouse Operators



Cannabis growers face risks unlike those in most agricultural sectors. Their crops are not only high in value
but also highly susceptible to environmental threats and theft. Crop insurance is a specialized form of
coverage designed to protect against the loss of plants before harvest.

What Crop Insurance Typically Covers:

Fire or smoke damage

Mold, mildew, and pests

Natural disasters like storms or excessive heat
Theft or vandalism

Power failures that affect indoor grow systems

Dueto the federal illegality of cannabis, many insurers are limited in what they can cover. However, some
speciaty insurers now offer comprehensive crop insurance—especially in states where regulation is mature.
Thisis often one of the most expensive, but most crucial, components of coverage for cultivation businesses.

General Liability Insurance: Broad Protection for Common
Business Risks

Generd liability insurance is standard for any business—and cannabis is no exception. It protects your
business against third-party claimsinvolving bodily injury, property damage, or personal injury (like slander
or libel).

SituationsWherelt Applies:

¢ A customer dlips and fallsin your dispensary
e Your delivery driver accidentally damages someone’ s property
e A visitor claimsinjury due to poor facility maintenance

This is often the minimum insurance required for cannabis businesses by state regulators and landlords.
Without it, even asimple accident could result in costly lawsuits and settlements.

Product Liability Insurance: Critical for Dispensariesand
Manufacturers

In the cannabis industry, businesses that produce or sell consumable goods—including flower, edibles,
tinctures, and topicals—carry heightened liability. If a consumer becomesill or injured due to your product,
you could face mgjor legal and financial consequences.

Product Liability Coverage Typically Includes:

IlIness or injury claims linked to product use
Contamination (e.g., mold, pesticides, harmful chemicals)
Manufacturing or packaging errors

Labeling or dosage inaccuracies

Even if your business wasn't directly at fault, product liability insurance can cover the cost of legal defense,
settlements, and recalls, which can run into the millions.



Theft and Burglary Protection: Safeguarding High-Value Inventory
and Cash

Cannabis businesses are often targeted for theft due to the high value of both product and cash on-site.
Insurers recognize this increased exposure and often offer burglary and theft protection as part of property
policies—or as standal one endorsements.

What’s Typically Covered:

e Theft of cannabis products or equipment
e Employee theft or fraud

¢ Robbery involving cash transactions

e Vandalism linked to break-ins

Because many dispensaries operate in cash-heavy environments due to federal banking restrictions, this
coverage can be the difference between recovery and closure following a criminal incident.

Workers Compensation: Mandatory in Most States for Cannabis
Employers

If your cannabis business has employees, you are most likely required by state law to carry workers
compensation insurance. This coverage pays for medical expenses and lost wages if an employeeisinjured
or becomesill on thejob.

Coverage Includes:

On-the-job injuries (e.g., burns, slips, equipment accidents)
Medical treatment and rehabilitation

Lost income due to time off work

Death benefits to dependents (in worst-case scenarios)

Cultivation workers, extraction lab technicians, budtenders, and delivery drivers all face different risks, and
workers' comp ensures your business complies with labor laws while protecting your team.

Employment Practices Liability Insurance (EPLI): Protecting
Against HR-Related L awsuits

As the cannabis industry matures, workplace claims involving discrimination, harassment, wrongful
termination, or retaliation are becoming more common. EPL | protects cannabis business owners against
employee lawsuits and internal HR-related disputes.

Coverage Includes:
e Legal defensefees

e Settlements or judgments
¢ Clamsinvolving hiring, firing, or promotion decisions



EPLI is especially valuable for growing cannabis businesses with multiple employees and limited in-house
HR resources.

Cyber Liability Insurance: Increasingly Important in a Digital
Cannabis Economy

Many cannabis operations now use digital platformsfor:

Seed-to-sale tracking

Online ordering and delivery
Payment processing
Customer data collection

These digital touchpoints create vulnerabilities. Cyber liability insurance protects against data breaches,
hacking, and malware attacks that could compromise your customers' private information or interrupt
operations.

Thisis an often-overlooked form of cannabis insurance—but one that is growing in demand as the industry
becomes more tech-driven.

Business Interruption Insurance: Income Protection When
Oper ations Stop Unexpectedly

What happens if your dispensary suffers afire and must shut down for amonth? Or if your grow facility
loses power for aweek during harvest season?

Businessinterruption insurance covers lost income and extra expenses when your cannabis businessis
forced to halt operations due to a covered event.

ThisCan Cover:

e Lost revenue

e Rent and utilities

e Payroll during shutdown

e Temporary relocation costs

While not always included in base policies, it's a smart add-on that hel ps cannabis businesses survive
unexpected operational disruptions

Tailor Your CannabisInsurance Policy to Fit Your Business Needs

There’ s no one-size-fits-all cannabis insurance policy. What your business needs depends on your license
type, state regulations, property value, staffing, digital systems, and more.

A typical cannabisinsurance package may include:

¢ Property and crop insurance
e Genera and product liability



e Workers' comp and EPLI
e Theft and cyber liability
¢ Businessinterruption coverage

Some cannabis businesses may also need:

e Commercial auto insurance
e Surety bonds
¢ Inland marine or cargo insurance (for transporters)

Y our best approach isto work with a specialized cannabis insurance provider who understands both the legal
landscape and the operational risks unique to your business.
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