
Why Cannabis Businesses Need Equipment
Breakdown Insurance

The cannabis industry is highly dependent on specialized equipment. From cultivation facilities with
automated irrigation systems to dispensaries using sophisticated point-of-sale and climate-control
technologies, cannabis companies rely on machinery to keep operations running smoothly. But what happens
when this critical equipment breaks down unexpectedly?

Standard property insurance usually covers damage caused by fire, theft, or natural disasters, but it does not
extend to mechanical or electrical breakdowns. This is where equipment breakdown insurance becomes
essential. For cannabis businesses, such coverage can protect against costly interruptions and financial losses
that stem from failures in the systems that power their day-to-day operations.

What Equipment Breakdown Insurance Covers

Equipment breakdown insurance, sometimes called boiler and machinery coverage, goes beyond traditional
property insurance. It protects businesses when essential equipment fails due to mechanical or electrical
issues rather than external events.

For cannabis companies, this type of policy can cover:

Irrigation Systems: Automated watering and nutrient delivery systems that keep plants healthy. 
HVAC Systems: Climate control is critical for maintaining temperature and humidity in cultivation
facilities. 
Lighting Systems: High-intensity lighting that supports plant growth in indoor grow operations. 
Extraction Equipment: Machinery used to produce oils, concentrates, and other cannabis products. 
Refrigeration Units: Storage systems that preserve both raw materials and finished goods. 
Point-of-Sale (POS) Systems: Essential for dispensary transactions and compliance reporting. 

When these systems fail, downtime can result in lost crops, unusable inventory, or lost sales—costs that far
exceed the expense of an insurance premium.

The Unique Vulnerabilities of Cannabis Operations

Cannabis businesses face unique vulnerabilities that make equipment breakdown coverage particularly
valuable.

Heavy Dependence on Climate Control

Cannabis plants are sensitive to environmental conditions. A single HVAC failure during peak summer can
cause temperature spikes that ruin an entire crop. Unlike other industries where machinery breakdown might
slow production, in cannabis it can lead to catastrophic losses.



Sophisticated and Expensive Equipment

From CO? extraction machines to automated trimming systems, cannabis operations often rely on costly,
specialized equipment. Repairing or replacing this machinery can take weeks, during which operations stall
and revenue is lost.

Limited Access to Financing

Because of federal illegality, cannabis businesses often lack access to traditional loans or credit lines. This
makes recovering from an equipment failure even more difficult without insurance support.

Regulatory Compliance Requirements

Breakdowns can impact compliance. For example, if a dispensary’s POS system fails, it may struggle to meet
state reporting obligations, leading to penalties or even license risk. Insurance coverage can help offset the
costs of quickly restoring operations to remain compliant.

Real-World Impact: A Hypothetical Scenario

Imagine a cannabis cultivation facility with $2 million invested in lighting, irrigation, and HVAC systems.
One day, a power surge damages the HVAC units, causing temperatures in the grow rooms to spike. Within
48 hours, a significant portion of the crop is no longer viable.

The costs quickly add up:

$500,000 in lost crop value 
$250,000 in repair and replacement costs for HVAC units 
$100,000 in lost revenue during downtime 

Without equipment breakdown insurance, the company would shoulder nearly $850,000 in losses. With the
right policy, both repair expenses and lost income could be covered, allowing the business to recover without
devastating financial strain.

How Equipment Breakdown Insurance Differs from Property
Insurance

Many cannabis business owners assume their property insurance will cover equipment failures, but this is a
common misconception.

Property Insurance: Covers external risks such as fire, theft, and certain natural disasters. 
Equipment Breakdown Insurance: Covers internal risks such as mechanical failure, electrical surges,
and operator errors leading to breakdowns. 

This distinction is critical for cannabis businesses, which often rely on continuous operation of highly
sensitive systems. Without breakdown coverage, property insurance leaves a major gap in protection.

Business Interruption Protection



A key feature of equipment breakdown insurance is its ability to extend into business interruption coverage
. This means policies may reimburse lost income and ongoing expenses during downtime caused by
equipment failure.

For example, if a dispensary’s refrigeration units fail and products must be discarded, business interruption
coverage could replace the lost revenue until new inventory is stocked. For cultivation facilities, it could
cover payroll and rent while systems are repaired and operations resume.

This financial bridge is especially important in cannabis, where even a short interruption can have lasting
consequences due to perishable products and regulatory obligations.

What to Look for in a Cannabis Equipment Breakdown Policy

Not all equipment breakdown policies are created equal, and cannabis companies must ensure their coverage
is tailored to their unique needs. Key considerations include:

1. Covered Equipment: Confirm that specialized cannabis machinery like extraction units or automated
irrigation systems is explicitly covered. 

2. Business Interruption Add-Ons: Make sure the policy covers lost income and ongoing expenses, not
just repair costs. 

3. Spoilage Coverage: Look for protection against crop or product loss caused by equipment failures. 
4. Power Surge and Electrical Failures: Ensure the policy includes coverage for surges and outages,

which are common causes of breakdowns. 
5. Fast Response Services: Some insurers offer emergency repair support, which can minimize

downtime. 

Integrating Breakdown Coverage Into a Risk Management Plan

For cannabis companies, equipment breakdown insurance should not exist in isolation. It is best integrated
into a comprehensive risk management plan that includes:

Property Insurance: For physical damage from external risks. 
Crop Insurance: To protect growing plants against natural disasters or environmental hazards. 
Product Liability Insurance: To cover claims related to consumer harm. 
D&O Insurance: To protect executives from management-related lawsuits. 

Together, these policies provide a safety net that ensures cannabis companies can continue operating even in
the face of multiple risks.

Final Thoughts

Cannabis businesses operate in a high-stakes environment where equipment failures can spell disaster. From
lost crops to disrupted sales, the financial toll of a breakdown can cripple operations. Equipment breakdown
insurance fills a critical gap by covering mechanical failures of vital machinery such as irrigation systems,
HVAC, and lighting.

For cannabis companies committed to long-term success, this coverage isn’t optional, it’s essential. By
proactively securing equipment breakdown insurance, cannabis businesses can protect their investments,
maintain compliance, and ensure that unexpected failures don’t derail their growth.
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