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The Latest on Taxation of New Jersey Cannabis 
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Multistate operators must remain current on updates to the IRS tax code, as well as state and municipal taxes 
applicable to their cannabis businesses. 
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The New Jersey sales tax on medicinal cannabis sales was eliminated, effective July 1, 2022, reducing the 
ultimate costs for patients enrolled in the New Jersey Medicinal Cannabis Program (NJMCP). Meanwhile, the 
sales tax on retail purchases of recreational cannabis will remain at 6.625%. This article discusses the current 
state of taxation on both medicinal and recreational cannabis, along with the additional municipal nuances 
related to recreational cannabis. 
 
Taxation on Medicinal Cannabis 
The Jake Honig Compassionate Use Medical Cannabis Act of 2019 provided guidelines to the New Jersey 
Cannabis Regulatory Commission (CRC) delineating that while medicinal cannabis would initially be taxed at 
6.625%, it would be reduced to 4% on sales made between July 1, 2020, and June 30, 2021, then additionally 
reduced to 2% on sales between July 1, 2021, and June 30, 2022, and now finally eliminated. The elimination 
of the sales tax on cannabis sales only applies to patients who have registered with the NJMCP. Registration 
under the NJMCP requires the patient to show that they: 

1. Have a bona fide relationship with a physician who is a part of the program, as defined by the CRC; 
2. Are a New Jersey resident; and 
3. A registered physician has diagnosed the patient with a medical condition that qualifies for medicinal 

cannabis as a remedy. 
This elimination of the sales tax on medicinal marijuana is one of the many ways in which New Jersey and the 
CRC have prioritized medicinal cannabis patients. Furthermore, since the opening of the recreational market, 
three cannabis purveyors have been fined for not meeting the standards required by the CRC towards their 
medicinal cannabis patient customers. New Jersey fined these cannabis retailers $10,000 per infraction, which 
resulted in a combined total of $360,000 in fines for all three retailers for their sales to recreational cannabis 
customers during hours of operation strictly reserved for medicinal cannabis patients. With the increase in 
cannabis sales, operators must stay keenly aware of the state’s requirements to prioritize medicinal cannabis 
access or they may face more severe penalties. 
 
Taxation on Recreational Cannabis 
As of the date of this article, there have been no statements from the CRC regarding any future changes to the 
taxation rates on recreational cannabis in New Jersey, and whether the rates will be increased or decreased in 
upcoming budgets. As most New Jersey residents are aware, cannabis for recreational use was initially 
legalized in New Jersey on the 2020 ballot as part of the New Jersey Marijuana Legalization Amendment. 
However, the final tax structure to apply to the legalized recreational cannabis, as per the New Jersey Sales and 
Use Tax Act (N.J.S.A 54:32B-1 et. seq.), was determined after the enactment of the Cannabis Regulatory, 
Enforcement Assistance, and Marketplace Modernization (CREAMM) Act. As indicated above, New Jersey 
currently collects a 6.625% sales tax on every retail purchase of recreational cannabis (which is in addition to 
applicable local and excise taxes). The state budget, which was released prior to the start of recreational sales, 
estimated $19.1 million in tax revenue from the cannabis sales. 
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In addition to the sales tax, the New Jersey Legislature determined the CRC may also impose a Social Equity 
Excise Fee (SEEF) upon sales or transfers of usable recreational cannabis from Class 1 Cannabis Cultivator 
licensees to a different class of cannabis licensee, so long as the transferee is not also licensed as a Cannabis 
Cultivator. It is important to note that SEEF only applies to Cannabis Cultivators and not retail consumers. In 
order to properly report any required SEEF, the cultivator must file a Form SF-100 monthly with the New 
Jersey Division of Taxation. A licensee who is subject to a SEEF is exempt from the 6.625% sales tax. The SEEF 
rate, as of June 9, 2022, is computed at $1.10 per ounce of recreational cannabis, and not medicinal cannabis. 
It is important for expanded Alternative Treatment Centers (those ATCs with Class 1 Cannabis Cultivator 
licenses) to remember to file and pay the excise tax for each usable ounce sold for recreational use, even if there 
are no retail sales occurring at the time. 
The passing of the CREAMM Act also provides that municipalities may impose what is called the Local 
Cannabis Transfer Tax, a municipal tax on the sale of cannabis or cannabis related items from licensed 
establishments. Each municipality has discretion to implement the Local Cannabis Transfer Tax. The Local 
Cannabis Transfer Tax may be imposed on any or all of the following receipts from cannabis or cannabis-
related merchandise: 

1. Cannabis by a cannabis cultivator to another cannabis cultivator; 
2. Cannabis items from one cannabis establishment to another cannabis establishment; and 
3. Cannabis items by a cannabis retailer to retail consumers (retail customers must be 21 or older). 

The Local Transfer Tax may not exceed 2% of the total receipt of sale if the seller is a cultivator, manufacturer 
or retailer, or 1% if the seller is a cannabis wholesaler. Additionally, cannabis businesses operating in more 
than one location are also subject to a user tax upon each transfer of cannabis between their locations, equal to 
the transfer tax rate. 
 
Exemptions and Deductions 
The tax structure for recreational cannabis also includes exemptions for certain purchases by cannabis 
businesses. These purchases do not fall under the standard taxation framework and they are exempt from the 
sales tax, provided the tax exemption requirements applicable to each purchase is met. These purchases need 
to be appropriately reported to receive the tax relief. Tax-exempt purchases include any personal property 
items sold for resale, any machinery or equipment which is used in the production of cannabis, as well as any 
wrapping or containers used in the delivery of the cannabis product to consumers. The party claiming the 
exemption is required to file either a Resale Certificate (Form ST-3) or an Exempt Use Certificate (Form ST-4). 
Due to the fact that cannabis remains a Schedule 1 controlled substance under federal law, Section 280E of the 
Internal Revenue Code does not permit a cannabis business to take the typical deductions and credits that 
other business are allowed. However, the IRS has clarified that the cost of inventory for a cannabis operator 
now can take an allowable business deduction when filing federal taxes for their cannabis businesses. 
Multistate operators must remain current on updates to the IRS tax code, as well as state and municipal taxes 
applicable to their cannabis businesses. 
 
Disclaimer: Cannabis remains a scheduled narcotic under federal law, and anyone considering entering this 
field should first consult with competent counsel. 
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