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What Is Excluded From a Cannabis Business Owners Policy? A
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Understanding the Role of a Cannabis Business Owners Policy and Why Knowing Its Exclusions Is
Just as Important as Knowing Its Coverage

A Cannabis Business Owners Policy (BOP) is a bundled insurance solution designed to provide essential
protection for cannabis businesses. It typically combines property insurance, general liability insurance, and
business interruption coverage into one streamlined policy.

While a BOP offers broad protection, it does not cover every risk a cannabis business may face.
Understanding what is excluded is critical for dispensaries, cultivators, manufacturers, processors, and
ancillary cannabis companies.

These exclusions define the limits of coverage and help business owners identify where additional insurance
policies are necessary to ensure full protection.

Why Cannabis Business Owners Policies Are Designed With
Specific Coverage Boundaries and Structured Insurance Limitations

Insurance providers structure Business Owners Policies with clearly defined coverage limits to balance
affordability and risk exposure. In the cannabis industry, where risks are higher and regulations are strict,
these boundaries become even more important.

A Cannabis BOP is intended to cover common operational risks—not specialized, high-risk, or highly
specific exposures. That means certain categories of insurance must be purchased separately to ensure
complete protection.

Exclusions are not design flaws, they are intentional boundaries that keep policies manageable while
ensuring core protections remain strong.

Why Product Liability Insurance Is Not Included in a Standard
Cannabis Business Owners Policy

One of the most important exclusions in a Cannabis BOP is product liability insurance.



Product liability covers claims related to harm caused by cannabis products themselves, such as
contamination, mislabeling, or adverse consumer reactions.

Since cannabis products vary widely from flower to edibles, concentrates, and infused goods—product risk
exposure is highly specialized. Because of this complexity, product liability is typically offered as a separate
policy rather than included in a BOP.

Cannabis businesses involved in manufacturing, processing, or distribution should strongly consider
standalone product liability coverage to protect against consumer claims and regulatory actions.

Why Commercial Auto Insurance Must Be Purchased Separately
From a Cannabis Business Owners Policy

Another major exclusion is commercial auto insurance.

A Cannabis BOP does not cover vehicles used for business operations, including delivery vans, transport
vehicles, or employee-owned cars used for work purposes.

Cannabis businesses that rely on transportation—especially delivery services or distribution networks—face
significant exposure to accidents, property damage, and liability claims on the road.

Because vehicle-related risks are highly specific and regulated separately, they require a dedicated
commercial auto insurance policy.

Without it, cannabis businesses risk significant financial exposure in the event of an accident or vehicle-
related incident.

Why Errors and Omissions Insurance Is Not Part of a Cannabis
Business Owners Policy and When It Is Needed

Errors and omissions (E&O) insurance, also known as professional liability insurance, is another key
exclusion in a Cannabis BOP.

E&O coverage protects businesses against claims of negligence, mistakes, or inadequate professional
services. This is especially relevant for cannabis consultants, compliance advisors, lab testers, and service
providers offering expert guidance.

Since a BOP is designed for general operational risks, it does not cover claims arising from professional
advice or service errors.

Cannabis businesses that provide consulting, regulatory support, or technical services should secure a
separate E&O policy to protect against legal claims related to professional performance.

Why Workers’ Compensation Insurance Is Always Excluded From
a Cannabis Business Owners Policy

A Cannabis BOP also excludes workers’ compensation insurance, which is required separately in most
jurisdictions.



Workers’ compensation covers medical expenses, lost wages, and rehabilitation costs for employees injured
on the job.

Cannabis businesses often involve physical labor, whether in cultivation facilities, manufacturing
environments, or retail settings. These workplaces carry inherent risks such as machinery accidents, repetitive
strain injuries, or slips and falls.

Because workers’ compensation is heavily regulated at the state level and operates as a distinct insurance
category, it is never included in a Business Owners Policy.

Cannabis employers must maintain separate workers’ compensation coverage to remain compliant and
protect their workforce.

Why a Cannabis Business Owners Policy Does Not Provide
Complete Coverage for All Industry Risks

While a Cannabis BOP offers essential baseline protection, it is not designed to function as a complete
insurance solution.

Cannabis businesses face a wide range of unique risks, including regulatory compliance issues, product-
related liabilities, transportation exposure, and workplace injuries. These risks require specialized insurance
products beyond what a BOP provides.

A BOP serves as a foundation—not a full insurance portfolio.

How Cannabis Businesses Can Address Coverage Gaps Through
Additional Specialized Insurance Policies

To ensure full protection, cannabis operators often combine a Business Owners Policy with additional
standalone policies tailored to their operations.

Common supplemental insurance policies include:

Product liability insurance for manufacturing and distribution risks
Commercial auto insurance for delivery and transportation operations
Errors and omissions insurance for consulting and advisory services
Workers’ compensation insurance for employee protection
Cyber liability insurance for digital security risks

By layering these policies with a BOP, cannabis businesses can create a comprehensive risk management
strategy that addresses both general and specialized exposures.

Why Understanding Policy Limits and Exclusions Requires Close
Consultation With Cannabis Insurance Providers

One of the most important steps in purchasing a Cannabis Business Owners Policy is understanding its
specific limits and exclusions.



Not all BOPs are identical. Coverage details can vary depending on the insurer, business size, location, and
operational structure.

That is why it is essential for cannabis business owners to work closely with experienced cannabis insurance
providers. These professionals can explain exactly what is covered, what is excluded, and what additional
policies may be necessary.

This consultation ensures there are no surprises when a claim is filed and helps businesses avoid costly
coverage gaps.

How Cannabis Businesses Benefit From a Clear Understanding of
Insurance Exclusions Before Choosing a Policy

Understanding exclusions is not just a technical detail, it is a strategic advantage.

When cannabis business owners know what a BOP does not cover, they are better equipped to:

Identify potential risk exposures
Budget for additional insurance needs
Avoid underinsurance
Ensure regulatory compliance
Protect employees and customers effectively

This proactive approach leads to stronger financial stability and more resilient business operations.

Final Overview of What Is Excluded From a Cannabis Business
Owners Policy and Why It Matters for Long-Term Protection

A Cannabis Business Owners Policy is a valuable and essential insurance tool, but it does not cover
everything. Key exclusions include product liability, commercial auto insurance, errors and omissions
insurance, and workers’ compensation insurance.

These exclusions are standard across the insurance industry and reflect the need for specialized coverage in
certain high-risk or regulated areas.

For cannabis businesses, understanding these gaps is critical. It ensures that operators do not rely solely on a
BOP for protection but instead build a complete insurance strategy tailored to their specific operations.

By working with knowledgeable cannabis insurance providers and securing additional coverage where
needed, businesses can protect themselves from financial loss, legal exposure, and operational disruptions.

Ultimately, a Cannabis Business Owners Policy is the foundation but not the entire structure of a strong
cannabis insurance program.

Explore more resources and insurance solutions at www.cannabisriskmanager.com.
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