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Cannabis rescheduling isn’t a hypothetical anymore—it's being actively

reviewed. If the federal government moves cannabis from Schedule | to
Schedule Il under the Controlled Substances Act, it won't legalize the
industry outright, but it will reshape how cannabis businesses operate,
grow, and access capital.

That kind of shift won't fix everything overnight. But it will change tax
treatment, create new banking opportunities, and open the door to
more realistic business valuations. Operators who prepare now will be
the ones who benefit most. Those who wait will be left scrambling.

Let's break down what's coming—and what cannabis companies should
be doing right now.

Understanding the End of
280E



The biggest headline tied to rescheduling is the potential removal of Section 280E.
As it stands, this federal tax rule prevents cannabis companies from deducting
most ordinary business expenses. You can’t deduct rent, payroll, marketing, or
admin costs. Only the cost of goods sold is deductible, which often leaves
businesses with inflated taxable income.

If cannabis is reclassified to Schedule lll or lower, 280E would no longer apply. This
would fundamentally change the tax structure of the industry. Businesses would be
able to write off their actual expenses, just like any other industry. The practical
impact would include:

» Lower effective tax rates
e Improved net income and cash flow

o Greater ability to reinvest in operations and growth

But there's a catch. This change would only apply moving forward. Tax years already
filed or under audit would still fall under the current rules. The IRS may issue
specific guidance about implementation timelines, but in the meantime, cannabis
companies must remain fully compliant with current 280E standards.

If your business has been cutting corners, misclassifying expenses, or neglecting
recordkeeping, this is your wake-up call. You'll need accurate, well-organized
financials to benefit from any future shift.

Banking Access Will Start to
Change—Silowly

Banking has been one of the most persistent pain points in the cannabis space.
While some regional institutions and credit unions have stepped in, most cannabis
businesses still lack access to traditional banking services. That's because
Schedule | status brings regulatory risk, compliance complexity, and reputational
concerns.



Rescheduling doesn’t force banks to engage with the industry—but it may give
them a reason to reconsider. With cannabis treated more like a regulated
pharmaceutical than a controlled narcotic, some financial institutions may begin
offering basic services like:

e Commercial checking and savings accounts

e Business credit cards and merchant services

Larger banks will likely remain cautious. Federal banking laws would still treat
cannabis as a controlled substance, and full participation may hinge on broader
legislation like the SAFE Banking Act. But rescheduling could be a turning point for
mid-sized lenders and service providers who were previously on the fence.

If and when banks start to open their doors, they’'ll be selective. Cannabis
companies hoping to qualify will need clean books, clear documentation, and a
provable history of compliance. Those with unfiled taxes, under-the-table

payments, or disorganized financials will likely be passed over.




Valuations Could Climb, but
Standards Will Tighten

Rescheduling is already stirring interest among institutional investors who were
previously blocked by federal restrictions. If cannabis becomes Schedule lll, the
capital landscape will begin to shift. But that doesn’'t mean a return to inflated
valuations from the early green rush.

The businesses that will benefit are the ones with real fundamentals: clean
accounting, recurring revenue, and a healthy margin profile. Valuation multiples may
rise as perceived risk falls, but buyers will be more cautious than ever.
Operators should expect:

e Closer due diligence from investors and lenders

e More emphasis on GAAP-compliant reporting and audit readiness

e Higher expectations for governance and internal controls
For operators hoping to sell, merge, or raise capital, now is the time to prepare. That

means more than projecting future upside—it means proving operational discipline
today.

What Cannabis Companies
Should Be Doing Right Now

You don't need to wait for official rescheduling to get ready. In fact, waiting would
be a mistake. Operators should focus on building financial, legal, and strategic
infrastructure that will support success regardless of timing.



Start by cleaning up your books. Make sure financials are up to date, reconciled, and
properly categorized. Work with a CPA or advisor who understands cannabis tax
rules—not just standard small business accounting.

Next, model your business with and without 280E. Understanding how tax
treatment impacts your margin and net income will help you make better decisions
now—and allow you to pivot quickly when the rules change.

You should also start developing stronger internal systems. That means creating
clear SOPs for cash handling, inventory tracking, and expense approval. These won't
just help during an audit—they’ll make your business more efficient and easier to
evaluate.

Finally, begin building a relationship with a cannabis-friendly financial institution.
Even if rescheduling doesn’t happen immediately, being on their radar now will
make it easier to access services later.



Rescheduling won't fix
cannabis overnight—but it will
reward operators who have
built solid foundations. A
better tax position, more
banking access, and stronger
investment appetite are all
possible outcomes. But they'll
only materialize for companies
that are ready.

If you've been operating on
instinct, postponing cleanup,
or hoping the rules would
eventually bend to meet your
structure, this is the time to
shift gears. The operators who
prepare now will be more
valuable, more bankable, and
more investable—whether
rescheduling happens next
quarter or next year.
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