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Who Should Consider Buying Builder’s Risk
| nsurance?

Builder’s Risk Insurance and Why It’s a Critical Part of Every Construction Project

Builder’ s Risk Insurance is one of the most important yet often overlooked components of a successful
construction project. Designed to protect buildings and structures under construction, renovation, or repair,
this specialized form of property insurance offers coverage against damage caused by unexpected events such
asfire, theft, vandalism, or severe weather.

Whether you' re a property owner, developer, contractor, or lender, Builder’ s Risk Insurance can serve asa
financial shield during one of the riskiest stages of real estate devel opment—the construction phase. Without
it, even asingle incident could result in significant financial loss or project delays that impact your bottom
line.

In industries like cannabis real estate, where facilities require specialized construction and high-value
equipment, the need for Builder’s Risk coverage becomes even more essential.

Why Builder’s Risk Insurance | s Essential for Cannabis Property Ownersand
Developers

For cannabis property owners, construction and renovation projects represent major investments. These
projects often involve specialized build-outs, including controlled environments for cultivation, high-tech
security systems, and regulatory compliance modifications that significantly increase project costs.

Builder’ s Risk Insurance offers protection for these investments by covering physical damage to structures
under construction. If afire breaks out during an electrical installation, or if a storm damages partially
completed grow rooms, the insurance policy helps cover repair and replacement costs.

Because cannabis-related projects often face unigue risks—such as complex permitting processes, specialized
equipment installations, and security concerns—having Builder’s Risk coverage is not optional; it's essential.

Key benefits for cannabis property owners include:

¢ Protection against construction-site damage: Covers the building, fixtures, and sometimes even
temporary structures like scaffolding or fencing.

e Coverage for materials and equipment: Safeguards costly systems like HVAC units, lighting,
irrigation, and cultivation technology during installation.

e Financial security: Ensures the owner’ s investment remains protected even when unexpected setbacks
occur.

e Peace of mind for lenders and investors: Many financing institutions require proof of Builder’'s Risk
coverage before funding construction loans.



In the cannabis industry, where compliance delays and environmental risks can compound quickly, this
insurance becomes a critical layer of financial defense.

Builder’sRisk Insurance for Cannabis-Related Building Contractors and Construction
Professionals

Contractors and builders in the cannabis industry face distinct challenges. From managing high-vaue
materials to maintaining tight timelines under complex regulatory scrutiny, every stage of construction comes
with potential hazards.

For building contractors, Builder’s Risk Insurance provides a safety net for losses related to materials,
equipment, or partially completed work. For instance, if a shipment of cultivation tables or climate control
systemsis stolen from ajob site, or if heavy rain damages interior framing, this insurance helps absorb the
financial blow.

Contractors benefit from coverage that extends to:

e Materials stored on or off-site: Protects supplies whether they’re in storage, in transit, or awaiting
installation.

e Temporary structures and work-in-progress. Covers damage to scaffolding, formwork, or site offices.

e Machinery and tools. May provide limited coverage for construction tools and rented equipment used
on-site.

e Debrisremoval and cleanup: Helps cover cleanup costs after a covered loss such asfire or storm
damage.

For cannabis-related contractors, the stakes are higher due to the specialized nature of the work. Grow
facilities, dispensaries, and extraction labs require custom electrical systems, advanced HVAC, and
controlled-environment builds—all of which carry elevated fire and safety risks.

Without Builder’s Risk Insurance, contractors could be left personally liable for losses, especialy if the
project owner expects them to maintain coverage under the construction contract.

Anyonewith a Financial Stake in Construction Should Consider Builder’sRisk
I nsurance

Builder’ s Risk Insurance isn’t l[imited to owners and contractors. In fact, anyone with afinancial interest in
the construction project should consider coverage. Thisincludes:

¢ Developers financing multiple cannabis facilities.

¢ Lenders or banks funding commercial construction loans.

¢ Investors or stakeholders with a partial ownership or profit interest.

¢ Architects or engineers responsible for design-build contracts that expose them to construction risks.

Each of these parties faces potential financial lossif the project is delayed, damaged, or destroyed before
completion. Builder’s Risk Insurance ensures that everyone with a vested interest remains protected against
unforeseen events.

In most cases, the policy can be customized to name all financially interested parties as insureds, providing
comprehensive protection across the project’ s ecosystem.

What Builder’sRisk Insurance Typically Covers (and What It Doesn’t)



A Builder’s Risk policy generally covers property damage caused by:

Fire, explosion, or lightning
Windstorms and hail

Theft and vandalism

Vehicle or aircraft impact
Certain types of water damage

However, there are exclusions. Standard policies typically do not cover:

e Employee theft

Normal wear and tear or poor workmanship
Earthquakes and floods (unless added by endorsement)
Mechanical breakdowns of equipment

Penalties for project delays

For cannabis-related projects, adding optional coverages may be crucial. Policy extensions for equipment
breakdown, pollution cleanup, or loss of income due to delays can be particularly valuable in thisindustry.
Each policy should be tailored to the project’ s scope, location, and risk exposure.

How to Determine Who Should Hold the Policy

Determining who should purchase the Builder’ s Risk Insurance—whether it’s the owner, general contractor,
or devel oper—depends on the project’ s contractual agreements.

¢ Owner-purchased policies are common when multiple contractors are working under separate
agreements.

e Contractor-purchased policies are typical for turnkey or design-build projects, where the builder
assumes primary risk.

¢ Joint policies can aso be arranged, naming both the owner and contractor as insureds to avoid
coverage disputes.

In cannabis construction, where financing, ownership, and licensing can involve multiple entities, having a
clear understanding of responsibility for insurance is vital. Proper coordination helps prevent coverage gaps
that could otherwise expose stakeholders to unnecessary financial loss.

Builder’sRisk Insurance as a Strategic | nvestment in Cannabis Construction

While some view insurance as a necessary expense, Builder’s Risk coverage should be seen as a strategic
investment—especially in sectors like cannabis real estate, where capital costs and compliance obligations
are high.

Delays or damage during construction can have far-reaching financial consequences. Not only can they stall
operations, but they can also impact licensing deadlines, investor confidence, and future revenue streams.
With Builder’s Risk Insurance in place, project stakeholders can focus on timely completion rather than
worrying about catastrophic setbacks.

By securing this coverage, property owners, contractors, and financial backers demonstrate a commitment to
professional risk management and long-term project stability.

Protecting Every Stakeholder in the Build



Ultimately, anyone involved in a construction project—especially within the cannabis industry—should
strongly consider Builder’s Risk Insurance. It provides the safety net that keeps projects moving forward
even when unforeseen circumstances threaten progress.

Whether you' re building a new cultivation facility, renovating a dispensary, or expanding production space,
this insurance ensures that your investment, materials, and financial interests are safeguarded.

In amarket as competitive and regulation-driven as cannabis, taking proactive steps to mitigate risk isn’t just
wise, it’s essential. Builder’ s Risk Insurance stands as one of the most powerful tools to ensure that your
project reaches completion securely, successfully, and without unnecessary financial strain.

Email: info@cannabisriskmanager.com | Phone: +415-226-4060
© Copyright 2025 Cannabis Risk Manager. All Rights Reserved



