
DEA’s Cannabis Rescheduling to Reduce Business
Penalties

The DEA’s move to potentially reschedule cannabis to Schedule III marks a significant shift towards federal
acceptance, promising substantial benefits such as reduced penalties, tax advantages, and potential regulatory
reforms.

Legal Implications

Currently classified as a Schedule I substance, cannabis’s manufacture, distribution, and possession are
federally illegal, resulting in severe civil and criminal penalties. Rescheduling to Schedule III, which includes
substances like ketamine and anabolic steroids, would reduce these penalties significantly. Although
rescheduling does not equate to legalization, it suggests a possible deprioritization of cannabis-related
prosecutions by federal agencies.

Economic and Tax Implications

One of the most consequential impacts of rescheduling would be on Section 280E of the Internal Revenue
Code, which prevents cannabis businesses from deducting ordinary business expenses. With rescheduling,
these businesses could finally claim these deductions, potentially lowering their effective tax rate from an
estimated 70%, leading to major tax savings and economic growth.

Banking Reforms

Rescheduling could also encourage banking reforms, such as the Secure and Fair Enforcement Regulation
Banking Act, which would protect financial institutions serving cannabis businesses. This would provide
these businesses with access to loans, credit, and other financial services, significantly reducing operating
expenses.

While hurdles like the public comment period and administrative hearings remain, rescheduling cannabis to
Schedule III is expected to bring immediate legal and economic benefits to the industry and signal a
meaningful shift in federal cannabis policy.
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