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RISK MANAGER

Which Risks Should Cannabis Companies Be
Insured For?

The cannabis industry is one of the fastest-growing sectors in the global economy, but it aso remains one of
the most complex and high-risk markets to operate in. Between shifting regulations, compliance
requirements, supply chain vulnerabilities, and public stigma, cannabis business owners face a unique risk
landscape that most other industries don’t. That’s why having the right insurance coverage is not just
advisable, it's essential for long-term survival.

But with so many types of insurance available, how do you decide which risksto insure against?

This article outlines the most critical risks cannabis companies face, how to evaluate which ones apply to
your business, and how to prioritize your insurance decisions based on exposure, cost, and budget.

Under standing the Cannabis Risk Landscape

Before diving into specific insurance policies, it’s important to understand how cannabis risk differs from
traditional businesses:

e Federal and State Legal Conflicts: Cannabisremainsillegal at the federal level in many countries,
including the United States. This creates legal gray areas that can affect banking, interstate commerce,
and liability.

e Product Liability and Health Claims: Because cannabis affects the human body, businesses may
face clams for adverse reactions or mislabeling.

e Regulatory Compliance Risks. From seed-to-sale tracking to packaging requirements, even minor
compliance lapses can lead to large fines or license loss.

e Theft and Vandalism: Cannabis products are high-value and highly regulated, making them a prime
target for crime.

Limited Financial Services. Many traditional insurers avoid cannabis clients, so coverage options can
be limited or more expensive.

Each of these elements increases the importance of having atailored, well-thought-out insurance strategy.
The Most Critical Insurance Risksfor Cannabis Companies

Here are the key risks every cannabis business should consider insuring against:

1. General Liability

Thisisthe foundational insurance for any business. It covers:

e Bodily injury on your premises (e.g., a customer slipsin your dispensary).
e Property damage caused by your operations.



e Legal feesif you're sued by athird party.

Foot traffic in dispensaries and the nature of the product increase the chance of customer lawsuits. Without
general liability coverage, you' d pay out of pocket for legal defense and settlements.

2. Product Liability
Product liability coverage protects you against claims that your cannabis product:

e Caused injury or illness.
e Was mislabeled or misrepresented.
e Was contaminated or improperly dosed.

Ingestible and inhalable products carry inherent health risks. Even if you follow all safety protocols,
consumer lawsuits can still happen. Thisis amust have for growers, manufacturers, and dispensaries.

3. Property Insurance

This covers damage to your physical location, including:

e Buildings, grow facilities, and greenhouses.
e Equipment, inventory, and raw materials.
o Lossesdueto fire, theft, or natural disasters.

Cannabis businesses often invest heavily in cultivation equipment, security systems, and climate control. A
single fire or flood could destroy months of product and result in catastrophic losses.

4. Crop Insurance

Crop insurance (also known as cultivation coverage) specifically protects your plants through various growth
stages. It covers.

e Damage from fire, lightning, theft, and some environmental factors.
¢ L osses during the growing, flowering, and harvesting periods.

Cannabis crops are high-value assets. Unlike many other crops, cannabisis excluded from federal crop
insurance programs, so specialized private policies are essential.

5. Workers Compensation

This covers medical expenses and lost wages if an employeeisinjured on the job. It'slegally required in
most regionsif you have employees.

Cultivation, packaging, and retail work involve physical labor and machinery. A singleinjury can result in
significant financial liability if you’'re uninsured.



6. Commercial Auto Insurance

If your business uses vehicles for deliveries, transport, or travel, you' |l need a policy that covers:
e Accidentsinvolving company vehicles.
e Damage to third-party property.
e Medica expensesfor injuries.

Personal auto policies don’t cover business use. Cannabis delivery services are especially vulnerable to
accidents, theft, and liability issues.

7. Cyber Liability Insurance

Cyber insurance covers damages from data breaches, cyberattacks, or theft of digital assets. It typically
includes:

e Costsof notifying affected customers.
o Legal defense.
e Datarecovery and business interruption.

Cannabis businesses collect sensitive personal information, especialy through online ordering platforms. The
industry’ s rapid digitization increases vulnerability to cyber threats.

8. Employment Practices Liability (EPL)

EPL insurance protects you if an employee suesyou for:
e Wrongful termination.
e Discrimination.
e Sexual harassment.

As cannabis businesses grow and scale, human resource risks multiply. This coverage helps defend your
business against employee-related claims.

9. Directors & Officers (D& O) Insurance

This coverslegal costsif your company’s directors or executives are personally sued for decisions made on
behalf of the business.

Investors and board members often require this protection before joining a cannabis company. Regulatory
missteps can lead to personal lawsuits, even without wrongdoing.

How to Prioritize Your Insurance Needs



Having every type of insurance isn’t always financially feasible—especially for small cannabis businesses.
Here' s a step-by-step method to prioritize:

Step 1. Conduct a Risk Assessment

Evaluate your business operations and identify areas of highest risk:

Do you sell directly to consumers?

Are your products ingestible?

Do you grow your own cannabis?

Do you employ staff or use company vehicles?

Step 2: Estimate Financial Exposure

Ask yourself:

e What could go wrong?
e How much would it cost to fix?
e Could the business survive amajor loss without insurance?

Step 3: Compare Insurance Costs

Once you know your top risks, gather quotes for the relevant coverage types. Consider:

e Coveragelimits.
e Deductibles.
e Exclusions.

Step 4. Balance Budget and Risk

Align your insurance spending with your biggest threats. For example:

¢ A dispensary with walk-in customers should prioritize general and product liability.
¢ A cultivation site might prioritize crop and property insurance.

Cannabis businesses face an intricate web of risks many of which are not fully covered by standard insurance
policies. Choosing the right insurance requires understanding your operations, identifying critical exposures,
and aligning coverage with your financial capacity.

In an industry where the margin for error is slim and the regulatory environment is unforgiving, insurance
isn't just a safety net, it's a competitive advantage. Properly insured businesses are more resilient, more
credible to investors, and better equipped to grow in avolatile market.

If you haven't already, now’ s the time to review your coverage, speak with a broker familiar with cannabis-
specific insurance, and make sure you' re protected against the risks that could derail your business.
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