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Introduction
Though many industries struggled in 2020, the cannabis sector saw an unprecedented year of growth 
with total U .S . sales increasing from $12 .1B to $17 .5B and global sales increasing from $14 .4B to $21 .3B 
from 2019 to 2020, respectively1 . Though the industry was not immune to PPE requirements, occupancy 
limits, and constantly changing regulations in 2020, demand still received a significant uplift as most 
Americans spent more time at home and New Jersey, Vermont, Arizona, Montana, and South Dakota 
joined the 10 other fully legalized states in October and November of 2020 . 

The industry appears to be gaining significant momentum in the court of public opinion as well, as the 
latest survey conducted by the Pew Research Center (April 2021) showed that 60% of those surveyed 
believe that cannabis should be fully legal, 31% believe it should only be legal for medical use, and only 
9% believed it should not be legal at all . Amazon, the largest publicly traded company in the world, 
has also stated that they support the legalization of cannabis and that they will no longer include the 
substance in the company’s pre-employment drug tests .2 There appears to be a direct correlation in the 
improvement of public opinion of cannabis with the increase in states that have legalized, contributing 
to BDSA’s estimated 134% increase in total sales over the next six years . As Americans become more 
comfortable with cannabis, it is safe to say that the industry will continue to boom and could get some 
help from Washington in the form of two potential bills (discussed further in the “Legislative Update” 
section) .

Source: BDSA Forecast, as of February 2021
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Fewer than 10% of U.S. adults say cannabis should not be legal at all

U.S. Support for Cannabis Legalization (2010-2019)
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Source: Survey of U .S . adults conducted April 5-11, 2021

Source: Pew Research Center
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Legislation Update

 + SAFE Banking Act 
On 4/19/21, the U .S . House of Representatives passed the Secure and Fair Enforcement (SAFE) 
Banking Act of 2021 in a 321-101 vote. The bill has received significant bipartisan support and was 
even cosponsored by members of congress who are on opposing sides of the aisle (Sen . Steve 
Daines (R-MT) and Rep . Ed Perlmutter (D-CO)) . If passed by the senate and signed by President 
Biden, the law would allow for banks, credit unions, and transaction processing companies to 
conduct business with cannabis enterprises that are licensed in states which allow for recreational 
use, medical use, or both .3  
 
The purpose of the SAFE Banking Acts is to remove the fear banks have of being penalized by federal 
authorities or losing their FDIC protection for engaging in business with cannabis companies due 
to the illegality of cannabis at the federal level . The SAFE Banking Act would give transparency to 
any banking proceeds that are generated from licensed cannabis firms within states that have 
cannabis laws and would create a federal regulatory agency to oversee cannabis banking activities 
at a national level . Most importantly, the bill would lay the groundwork for those in the cannabis 
industry to conduct transactions with debit and credit cards, raise debt and use business checking 
accounts and credit cards . This would make it much easier to fund growth, de-risk the industry, and 
make cannabis businesses more appealing to insurers since the threat of robberies, embezzlement 
and employee theft would be significantly reduced. Margins would also improve as the need to 
pay for armored currency transportation and additional dispensary security would be significantly 
diminished .  
 
Though passing the House of Representatives is a great first step, it is unclear what the Senate’s 
stance is on the bill . In 2019 the SAFE Banking Act also passed the House, but former Senate 
Majority Leader Mitch McConnell (R-KY) chose not to introduce the bill to the Senate floor. Current 
Senate Majority Leader Chuck Schumer (D-NY) is much friendlier to cannabis legalization but has 
still showing reservations about the SAFE Banking Act . Schumer has been an advocate for federal 
legalization and has even indicated that he would help introduce a federal legalization bill to 
the Senate floor, but has voiced concerns that the SAFE Banking Act may not be broad enough.4 
Schumer has also stated that he may suggest that the SAFE Banking Act be combined with a federal 
legalization bill to get it to the floor, but this strategy will not carry as much bipartisan support. 
Senate Banking Committee Chairman Sherrod Brown (D-OH) has also expressed concerns about 
the bill and stated that the Banking Committee has “been too much about Wall Street and not 
enough about housing, not enough about rural and urban affairs and people’s everyday economic 
lives .”4 Many speculate that Brown would only support the bill if it came with sentencing reform 
since supporting the needs of those most affected by the criminalization of marijuana is paramount 
to him . Schumer has not indicated when exactly his legalization bill or when the SAFE Banking Act 
would hit the senate floor. President Biden has also been lukewarm on the subject, and it is unclear 
at this time what his administration’s strategy will be regarding the bill(s) . 



Q2 2021 Market Update  |  Cannabis

6

 + CLAIMS Act 
Given the conflicting state and federal laws, the supremacy of federal law, and the potential for 
criminal enforcement, insurers have been reluctant to insure cannabis-related businesses . As 
such, the majority of coverage is being found in the costly Surplus Lines and Managing General 
Underwriters markets and capacity is limited but has improved slightly over the last few years . 
Considering many states require cannabis companies to obtain General Liability, Property and 
Workers Compensation insurance in order to obtain their business licenses, a significant challenge 
exists for owners and operators in the space . 
 
Another cannabis business-friendly bill called the Clarifying Law Around Insurance of Marijuana 
(CLAIM) Act of 2021 was introduced to the Senate floor on 3/18/21 and has been referred to the 
Senate Banking, Housing, and Urban Affairs committee for further review. The bill, which has 
bipartisan support and was cosponsored by U.S. Senators Jeff Merkley (D-OR), Bob Menendez 
(D – NJ) and Rand Paul (R – KY), would ease federal restrictions on insuring businesses related to 
cannabis growth, processing and dispensing . It would also allow for more reinsurance capital to 
enter the space, which has been relatively anemic to date, and help de-risk insurers .  
 
If the CLAIMS Act is passed, the insurance marketplace for the cannabis industry would be 
revolutionized as it would create a safe harbor for admitted carriers to provide policies . The 
additional competition in the marketplace would result in more insurance products offered, 
improved policy language, more limits and cheaper policies for owners and operators in the space . 
Lloyds of London, who stopped insuring cannabis firms due to legal conflicts in 2015, might also be 
encouraged to reenter the market . 
 
Much like the SAFE Banking Act, it is unclear what the opinion of the senate and the Biden 
administration will be at this time . Due to the bipartisan support of the bill and the passage of the 
SAFE Banking Act, it is safe to assume that the House of Representatives will be supportive, but it is 
anyone’s guess as to what will happen on the Senate floor. 
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2021 Insurance Market Outlook
Many of the market factors leading to the further hardening of the 
overall insurance market in 2020 are still in effect in 2021. The U.S. 
is still in a low interest rate environment, and the storms of the first 
quarter of 2021 are already breaking records: February’s Winter 
Storm Uri was the costliest winter storm in history and inflicted $18B 
in estimated insured losses. Additionally, the wildfire season appears 
to have started a month early 2021 and conditions are primed for a 
potentially record setting year for wildfire losses. As such, carriers 
will continue to place an emphasis on generating revenue through 
more rigorous underwriting practices, as underwriters will closely 
scrutinize business performance, retentions, pricing, as well as 
reduce limits and capacity .

This is particularly true for admitted carriers, causing a shift towards 
placing more business in the E&S market for all industries . These 
carriers are often better equipped to implement pricing and policy 
language more in line with the current risks in the market . It is 
expected that larger Property and Umbrella/Excess programs in the 
cannabis space will require more carriers to achieve desired limits 
in 2021 as carriers that once provided $15M to $20M layers will now 
offer reduced $5M to $10M layers.

+ Property – There was a significant infusion of capital into 
the Property market in the past 6 months as newly-formed 
Bermuda and London E&S carriers and recapitalized U .S . E&S 
carriers helped stabilize pricing and capacity . Despite the 
additional capital, rate increases are still expected, especially 
for companies with a poor loss history . While admitted 
carriers and carriers impacted by Uri look to rebalance their 
portfolios, the additional disciplined capital entering the space 
is looking to take advantage of firm market conditions and 
utilize E&S policies to achieve more advantageous pricing 
and policy language . It should be noted that the increases in 
building materials and construction labor costs are resulting 
in an inflation of replacement cost policy limits and therefore 
overall pricing . 
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+ Admitted and E&S carriers are weary of insuring property 
exposed to catastrophic storms (such as coastal properties) 
and are simply declining submissions with wildfire 
exposures . Additionally, many carriers seek to increase All 
Other Peril deductibles and add or increase convective storm 
deductibles in higher-risk locations like Colorado, even if an 
account has a favorable loss history .

+ Crop Insurance – Crop Insurance is available and covers all 
three stages of a crop’s life (living plant material (including 
seeds), harvested plant material that is drying and curing, 
and finished stock that is ready for sale) from various perils 
such as lightning, fire, theft, hail, smoke, vandalism, and 
even water damage from plumbing or air conditioning leaks . 
Capacity and carriers willing to write the coverage are limited 
for this product and coverage may come with sublimits . It 
is also important to note that damage to crops and even 
finished product inventory is not covered by traditional 
Property insurance . 

+ Builder’s Risk – Like other markets, Builder’s Risk policies are 
seeing increases in pricing and retentions not only owing to 
significant losses as a result of large fires but also as a result 
of an increased frequency of smaller claims . Large wood 
frame, superior construction, modular construction and 
renovation projects are proving to be the most challenging 
projects due to the higher frequency and severity of claims 
in these sectors . Additionally, because of delays in projects, 
many insureds are seeking extensions, which can be 
problematic for carriers . Separate water damage deductibles 
are also starting to become more popular and can range 
from $100K to $150K, which can be a painful hit to income 
statements . 
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+ Casualty – Capacity in the casualty market continues to be very tight in the cannabis space, as 
the casualty market did not see the influx of capital experienced by the Property market. Many 
companies in the cannabis space are finding it difficult to obtain more than $1M or $2M in General 
Liability limits and are finding that Umbrella/Excess carriers are only willing to expose $5M within 
the first $10M of excess limits due to a general fear of Product Liability in the cannabis space. 
Finding capacity to build larger towers has proven to be challenging since the number of carriers 
in the space was already limited and now capacity limits are being restricted .

+ In response to COVID-19, many General Liability carriers are adding communicable disease 
exclusions, thus removing coverage for the transmission of communicable diseases . This 
exclusion even applies when negligence is claimed in the form of testing for communicable 
diseases, failure to prevent the spread of disease, or when employees infect or spread diseases to 
others .

+ Auto – Placing auto liabilities continues to be a challenge, particularly for accounts with large 
fleets, as this line of insurance has been a loss leader for many carriers for the last decade. It is 
not uncommon to see carriers that traditionally package Auto, General Liability, and Workers 
Compensation together now splitting out Commercial Auto from their product offerings as 
losses in this line have made this strategy suboptimal . Additionally, some Umbrella and Excess 
carriers are refusing to attach to auto policies, which is making it more difficult to achieve desired 
limits . This is especially problematic as the industry looks to invest more into delivery services to 
customers or simply support growth via transportation of product between facilities . 

+ Primary and Excess/Umbrella underwriters, in general, are very concerned about “nuclear 
verdicts” and if an insured’s loss history is indicative of a potential large loss . As such, casualty 
underwriters are requiring longer history of loss information as well as more details related to 
losses and any subsequent changes made to prevent future loss . Additionally, accounts with 
large auto fleets or significant Product Liability exposure (i.e. selling or making edibles, topicals, or 
vapes) are particularly finding it hard to place the first $5M of coverage as carriers have seen more 
losses in these categories . 

+ One bright spot for insurance purchasers continues to be Workers’ Compensation, which has 
been a profitable line of business for many carriers and capacity remains stable. Pricing is still 
dependent on loss history and Modification Factors, but carrier competition over accounts with 
adequate to strong loss history continues to help pricing . However, pricing and capacity could 
be challenged if claims increase as a result of more workers (in all industries) returning to the 
workplace after the global pandemic .
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Executive Liability Update + Outlook

+ D&O – Given the rash of bankruptcies in 2020, the rise of SPACs and M&A activity, and the overall 
global economic uncertainty that still remains even as we round the corner on COVID-19, D&O 
pricing is up significantly and capacity has shrunk across all industry sectors. These market factors 
combined with the fact that 1) federal bankruptcy protection laws don’t apply to the cannabis 
industry, 2) market participation was already limited due to cannabis not being federally legal and 
3) the industry is relatively young and lacks solid risk modeling data has resulted in a very hard 
market for cannabis D&O insurance . As such, rate increases up to 50% are not uncommon and 
it can be challenging to obtain limits exceeding $10M . Insureds are having to consider changing 
their purchasing strategy and looking at Side A only coverage (which only covers the directors and 
officers on a dollar for dollar basis when the company is unable or unwilling to indemnify and 
does not provide any protection for the company) or participating in captives . This line of coverage 
would arguably benefit most from the passage of the CLAIMS Act since coverage has become so 
hard to place . 

+ Cyber – With cyberattacks on the rise, cannabis business owners and operators would be prudent 
to consider a Cyber Insurance policy . Contrary to popular belief, the most heavily cyberattacked 
firms are those in the 11 to 100 (30.2% of all attacks) and 101 to 1,000 (35.7% of all attacks) 
employee count range, which describes most cannabis companies . The most common attacks are 
phishing, ransomware, and cyber extortion and many threat actors are gaining access through 
unsecure Wi-Fi networks or Internet of Things (IoT) devices. As more and more high-profile attacks 
make news headlines, the market is responding by increasing prices and diminishing capacity . 
Capacity constraints are being slightly offset by the emergence of InsurTech firms, who are 
moving beyond static questionnaires and using technology for underwriting or risk assessment . 
Regardless of the carrier, insureds will need to prove that they have sophisticated cybersecurity 
controls in place in order to even receive a quote .
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Navigating 2021
 + Building Valuations – As mentioned previously, construction costs are on the rise and as such, 

insureds should evaluate if their limits can adequately cover a total loss and rebuild in the current 
cost environment. To aid in confirming values are being reported on a replacement cost basis, 
indices detailing cost trends by geographic area and type of occupancy are available, providing a 
cost trend factor to apply based on the current age of the value currently scheduled or the original 
value of that asset .

 + Higher Claims in Times of Recession – Even though cannabis sales are skyrocketing, not all other 
industry sectors, or people for that matter, are seeing the same level of prosperity . Statistics 
evidence a significant increase in claims (and fraudulent claims) during times of recession. In 
particular, there is a significant uptick in claims relating to slip and falls, employee theft, and 
Workers’ Compensation . Insureds in the cannabis space should especially be aware of this trend 
and have a plan to address these incidents . 

 + Business Interruption Assumptions – Even though there is a lot of optimism around vaccines 
helping improve the economy and the cannabis industry is seeing a significant boom in sales, 
companies should be realistic with their revenue projections when making assumptions for the 
purposes of business interruption calculations . Even though sales are expected to continue climbing 
at the national and global levels, consumer spending habits could change as more people return to 
work full time or as more competitors enter the market .  
 
Unlike General Liability, Workers’ Compensation, and Auto policies, BI is not audited; meaning 
there is no reconciliation at the end of the year or credits granted for overestimating revenues . As 
such, insureds should be conservative on their revenue estimates since there are many market 
factors impacting the cannabis space . Conversely, underreporting too much can result in being 
significantly under-insured if/when sales continue to grow; coverage is based on a percentage of 
monthly estimates and trailing twelve-month actuals . All of these factors should be contemplated so 
that insureds are not overpaying for their BI insurance but still carrying adequate coverage .

 + Captive Switching Costs – Should there not be adequate pricing, limits or policy language available 
in the admitted or surplus markets and a captive must be considered, insureds need to remember 
that there are additional considerations . For example, when joining a group captive, prospective 
insureds go through a vetting process by the members of the group captive to make sure that 
your risk aligns with those of the captive . This can be a very invasive and time-consuming process 
depending on the captive . Additionally, group captives may have high collateral requirements and 
will subject to the ebbs and flows of the reinsurance market as these costs are split among the 
captive .



Q2 2021 Market Update  |  Cannabis

14

Keys to Success in 2021
 + Begin the Renewal Process Early – The General Liability, Excess/Umbrella, and 

Property markets have become constrained and more difficult to navigate in 
the hard market. Additionally, many carriers in the cannabis space are offering 
less capacity and more carriers are being required to achieve desired limits . Due 
to general price increases across all lines of coverage and all industry sectors 
in the hard market, underwriters are being inundated with submissions as 
brokers and insureds look to minimize the additional costs . As such, turnaround 
times for quotes are increasing . In order to achieve the best results, insureds 
should begin their renewal processes earlier than usual to allow for brokers 
to successfully canvas the market, work diligently with underwriters in detail, 
negotiate the best terms or potentially enter a captive. 

 + Partner with Industry Experts – The cannabis industry presents a unique set 
of challenges and risks and it is important to work with a broker who truly 
understands the business and the market for placing the risk . With the challenges 
insureds are facing in the hard insurance market, it will be paramount to have 
a team that can best represent your risks, offer risk control service to improve 
processes, and has strong, reliable carrier relations . Having operated in the 
Colorado, California, and Oregon markets for many years and working with 
many different clients in the cannabis space, IMA has a significant level of 
industry expertise to guide clients through these difficult times.

 + Look to Partner with Carriers When Possible – Strong relationships with key 
trading partners are always important, but even more so in difficult times. This 
business philosophy also applies to insureds’ relationships with carriers . Where 
possible, insureds should look to meet, even virtually, with their current and 
prospective carriers . This interaction not only builds rapport and allows them 
to put a face (or voice) to a submission by telling their company’s story; it 
also allows for insureds to control the narrative of their risk versus letting 
underwriters decide. This is particularly true if there has been losses and 
insureds are able to explain what happened and use the opportunity to discuss 
lessons learned and what new practices have been implemented, as opposed to 
underwriters simply reading a loss run .

 + Highlight Cybersecurity – With cyber policies becoming more expensive and 
difficult to place for cannabis clients, it will be important for insureds to highlight 
the specificity of their cybersecurity programs. It is vital to highlight any 
additions in cybersecurity staffing or upgrades to programs as well as lessons 
learned from previous attacks. 
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 + Highlight Safety – Carriers are always looking 
to analyze EH&S practices, but underwriters 
will add more scrutiny to workplace safety 
in the hard market . If there has been claims 
in the past, it will be important to explain 
to carriers what the lessons learned were 
and how the company is working to not 
have repeat incidents . Additionally, IMA’s 
Client Advantage EH&S and risk control 
professionals can help strengthen policies, 
provide training based on the latest 
regulations, or provide on-site audits. 

 + Contracts – Carriers are becoming more 
and more interested in indemnity language 
in contracts . Many underwriters are even 
asking for samples of contracts to review as 
part of their renewal process in order to see 
what insureds are agreeing to indemnify . IMA 
Client Advantage attorneys can help tighten 
indemnity language and give feedback on 
current contracts to help protect clients and 
make them more attractive to underwriters. 

 + Familiarity with State & Local Laws – 
Insureds should work to be familiar with the 
laws applicable to their insurance program, 
risk management strategy, and operations . 
There can be significant differences in 
litigation outcomes state by state and 
even county by county depending on the 
jurisdiction. 

1https://www.globenewswire.com/news-release/2021/03/02/2185408/0/en/BDSA-Reports-Global-Cannabis-Sales-Exceeded-
21-Billion-in-2020-Forecasts-55-9-Billion-by-2026.html
2https://www.cnn.com/2021/06/01/tech/amazon-marijuana-time-off-task/index.html
3https://www.cannabisnewswire.com/420-with-cnw-us-congress-passes-marijuana-banking-bill/
4https://www.jdsupra.com/legalnews/the-safe-banking-act-passes-in-the-1984992/
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More Than Just Insurance
IMA is an integrated financial services company specializing in risk management, insurance, 
employee benefits and wealth management. It is the sixth-largest privately-held and employee-
owned insurance broker in the country and employs more than 1,200 associates .
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