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Disclaimer

This handout is provided as part of @
presentation and is for illustrative purposes only.

The content does not carry the weight of law,
bullefins, or rulings. Therefore, it should only be
used as an aid for understanding concepts,
taking notes, and reference based on the
material presented.

The topics covered, screenshots provided, and
guidance supplied is subject to change. The
most current Treasury information on this fopic is
available at michigan.gov/taxes.



http://www.michigan.gov/taxes

Presentation
Purpose

» infroduce Treasury and our role
iINn Michigan cannabis

» orient to taxes and Michigan
tax types for your cannabis
business

» infroduce tax collection,
remittance rules as well as filing
and payment guidance

» provide contacts and resources




Understanding

Cannabis Administration,
Treasury, and Taxes




State Department Roles

» Cannabis Regulatory Agency (CRA)
= division of the Department of Licensing and Regulatory Affairs (LARA)
= regulates Michigan cannabis industry through key activities:
o Issues cannabis licenses

o ensures licensee compliance with cannabis statutes by enforcing
administrative rules

o seeks to stimulate business growth while preserving safe consumer
access to cannabis

» Michigan Department of Treasury
= administers taxes applicable to cannabis-related activities




Apply for License with CRA

\ 4

Obtain Treasury Attestation

Cannabis

Business .

Process , -
Determine Tax Obligations and
Understand Requirements

\ 4

Reqister for Taxes with Treasury




What is
Michigan Treasury?




TREASURY’S BReUIR(]{e] X 3% el

Provide complete, accurate, and timely services to all

F o U N DAT I o N internal and external customers in a professional manner.

CONTINUOUS IMPROVEMENT

Commitment to proactive and innovative employee-driven solutions
in our daily operations and in strategic financial leadership.




MISSION

Providing fair and efficient financial services on behalf of taxpayers,
governments, students, and all Michiganders, for the long-term fiscal
health and stability of our state.

TREASURY’S
MISSION, R

VI S I o N We are the innovative and inclusive resource provider of exceptional
) J

financial services for a better Michigan.
and VALUES




Treasury

Outreach

An innovative, knowledgeable, and dynamic team of skilled communicators,
educators, and web architects who create, organize, and produce public
education resources on important Treasury adjacent topics — providing
stakeholders with straightforward information and feedback opportunities.



Tax Orientation

» Federal tax laws, rules, forms, etc. are
separate and distinct from each state’s
tax laws, rules, and forms.

» State tax returns deal with state level taxes
but are sometimes built from federal tax
return information.




» taxpayer: any “person” subject
to taxes and rules imposed by a
particular tax act or law

» person:
= individuals

= business entities
(corporations, partnerships,
imited liability companies, etc.)

= other legal entities
(trusts, estates, etc.)




Federal Taxes vs. State Taxes

» Federal taxes
= due to = the Internal Revenue Service (IRS)
authority = Internal Revenue Code (IRC)
usually based on income
taxpayer = individuals, businesses, or other legal entities
Michigan Treasury cannot advise on federal tax matters

» State taxes in Michigan
= due to = Michigan Department of Treasury (Treasury)
= quthority = Michigan Compiled Laws (MCLs)

= can be based on income, business activity, property ownership, or
government services

= taxpayer = individuals, businesses, or other legal entities




Michigan Taxes
Individual Income Tax vs. Business Taxes

» Individual Income Tax
= all forms of earnings make up your personal annual taxable income
= e.g.: employment earnings, business income, capital gains
= ndividuals responsible for tax

» Business Taxes
= primarily based on business activity, business status, or business income
= pbusiness entity responsible for tax
= owners, officers, partners, etc. can be held personally liable

» tax liability cannot be contracted away to service providers




Treasury’s

Tax Services

» Tax Administration
» Tax Compliance

» Tax Collection



Taxes Administered by Treasury

» City of Detroit Taxes Motor Fuel Tax
= |Individual Income Tax Partnership Audit Adjustment
= Business Taxes Sales, Use, Withholding (SUW) Taxes
« Corporate Income Tax Tobacco Tax
« Employer Withholding Tax
* Fiduciary Income Taxes
« Partnership Tax

» Miscellaneous Tax and Fees

?-1-1 Program

Airport Parking Tax
» Individual Income Tax Bottle Deposit
Convention Facility Development Tax
Heavy Equipment Owners Excise Tax
Insurance Provider Assessment Tax
Severance Tax
State Real Estate Transfer Tax

» Business Taxes
= Corporate Income Tax
= Flow-Through Enfity Tax
= |Infernational Fuel Tax Agreement
= Marihuana Retailers Excise Tax




<

Taxes for Cannabis
Businesses







Sales Tax Overview

» Treasury tax acronym: “S” of SUW

» six percent (6%)

» sale subject to tax if:
= tangible personal property (TPP)
= at retail
= to the final consumer

» obligation of seller; allowed to
collect tax from customer

» must register; allowed a discount MCL 205.52




» tangible personal property (TPP):

= objects that can be seen,
weighed, measured, felt or
touched or is in any other way
percepftible to the senses

= movable
= not real estate/real property

» sale at retail:
= exchange of consideration for TPP

» final consumer:
= “person” who will store or use TPP




Business Tax Section

. Michigan Department of Treasury
Sales Tax License P.O. Box 30427

Sales Tax License | =

PHANTOM OF THE TREASURY (TEST) Notice Date:

Account Number:
Letter 1D:
Contact Us:

517-636-6925

» retailers, not wholesalers

Below is your Sales Tax License. The licensee is required to ensure the sales tax license is displayed or readily available
on premises. Treasury will no longer be mailing multiple licenses for businesses with more than one location. To obtain
another Sales Tax License and 24/7 access to your business information please visit mto.treasury.michigan.gov.

The account number on the sales tax license is your business Federal Employer Identification Number (FEIN). If you do
not have an FEIN, Treasury has assigned you a 9-character account number beginning with "TR".

» issued by Treasury
= when registered for sales tax

You must notify the Michigan Department of Treasury of any changes to your business ownership, address or FEIN. To
update any existing business information please visit Michigan Treasury Online (MTQ) at mto.treasury.michigan.gov.

Note: The expiration date for the sales tax license coincides with the calendar year it is issued faor.

CUT ALONG THIS LINE

= to legal address

164 (Rev. 4-19)

STATE OF MICHIGAN DEPARTMENT OF TREASURY

= NO fee

Sales Tax License

= valid for calendar year

Account Number:
Expiration Date: December 31, 20

PHANTOM OF THE TREASURY (TEST)

= gutomatic renewal if in good
standing

Issued under authority of P.A. 167 of 1933, as amended




Fact-Based Tax
Determinations




Situational Tax Exemption

» type of item sold
= food for human consumption
= prescription drugs

= durable medical equipment, mobility enhancing equipment, prosthetic
devices

= periodicals
» transfer of ownership outside Michigan

» delivery and installation charges
= effective April 26, 2023
= if separately itemized on the invoice to the customer and seller

maintains records of tax calculations for the transaction MCL 205.54¢9
= does not involve the sale of electricity, natural gas, MCL 205.54a(1)(i)
or artificial gas by a utility MCL 205.54a(1)(k)

MCL 205.92(2)(1)(v)



Exemption-Based
Tax Determinations




Form 3372

Michigan Sales & Use Tax
Certificate of Exemption

Michigan Department of Treasury
3372 (Rev. 01-21)

Michigan Sales and Use Tax Certificate of Exemption

This exemption claim should be completed by the purchaser, provided to the seller, and is not valid unless the information in all four sections
is complete. Do not send a copy to Treasury unless one is requested.

SECTION 1: TYPE OF PURCHASE Check one of the following:

U A. One-Time Purchase D C. Blanket Certificate
Order or Invoice Number: Expiration Date (maximum of four years):

E[ B. Blanket Certificate. Recurring Business Relationship

The purchaser completing this form hereby claims exemption from tax on the purchase of tangible personal property or services purchased from the
seller named below. This claim is based upon: the purchaser’s proposed use of the property or services; OR the purchaser's exempt status.

Seller's Name and Address

SECTION 2: ITEMS COVERED BY THIS CERTIFICATE

Check one of the following:
1. D All items purchased.
2. I:' Limited to the following items:

SECTION 3: BASIS FOR EXEMPTION CLAIM

Check one of the following:

1. D For Lease. Purchaser will lease the property and elects to pay tax
based on rental receipts. Enter sales tax license or use tax registration number:

2. I:| For Resale at Retail. Enter Sales Tax License Number:

3. I:I Direct Pay - Authorized to pay use tax on qualified transactions directly to Michigan Treasury under account number:

The following exemptions DO NOT require the purchaser to provide a number:

4. I:! Agricultural Production. Enter percentage: %

5. u Government Entity (U.S. or its instrumentalities, State of Michigan or its political subdivisions), Nonprofit School, Nonprofit Hospital,
Church or House of Religious Worship (circle type of organization)

6. l:l Contractor (provide Michigan Sales and Use Tax Contractor Eligibility Statement (Form 3520)).

7. D For Resale at Wholesale.

8. |_] Industrial Processing. Enter percentage: _ %

9. :] Nonprofit Internal Revenue Code Section 501(c)(3), 501(c)(4). or 501(c)(19) Exempt Organization.

1ﬂ.|:] Nonprofit Organization with an authorized letter issued by Michigan Department of Treasury prior to July 17, 1998 (sales tax) or
June 13, 1994 (use tax).

11.|:| Rolling Stock purchased by an Interstate Motor Carrier.

12/ Other (explain):

SECTION 4: CERTIFICATION

I declare, under penalty of perjury, that the information on this certificate is true, that | have consulted the statutes, administrative rules and other
sources of law applicable to my exemption, and that | have exercised reasonable care in assuring that my claim of exemption is valid under Michigan
law. In the event this claim is disallowed, | accept full responsibility for the payment of tax, penalty and any accrued interest, including, if necessary,
reimbursement to the vendor for tax and accrued interest.

Business Name Type of Business (see codes on page 2)

Date Signed



https://www.michigan.gov/-/media/Project/Websites/taxes/Forms/SUW/3372.pdf
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Did Treasury misspell
Marihuana?



Marihuana Retailers Excise Tax Overview

» Treasury acronym: MRE
» ten percent (10%) tax

» applies to retail sale of “adult use™” or
recreational marihuana fo anyone other
than marihuana establishments, tribal
marihuana businesses, and medical
marihuana transactions.

» |levied on sellers, not purchasers
(iIncluding microbusinesses)

» must register; no discount MCL 333.27963




cannabis qualifies as TPP;
therefore, any Michigan

fransaction subject to MRE

tax is also subject to sales tax




MCL 333.27962
RAB 2022-26

Marihvana Exemptions &
Deductions

» medical marihuana sales are only subject to 6%
sales tax; deductible on the MRE tax return

» recreational/adult-use marinuana sales

= adllowed all retailer exemptions except:
o food for human consumption
o prescription drug
o greenhouses

» owners can deduct ordinary and necessary
business expenses on the Michigan individual
Income tax return







Withholding Tax Overview

» Treasury acronym: “W" of SUW

» same as Michigan's income tax
rate (4.25%)

» obligation of the employer

» Michigan follows IRS guidelines
for withholding on compensation

» must register; no discount

MCL 206.703




Employee or Independent Contractor?

IRS Guidelines

» [RS Publication 15,
Employer’s Tax Guide
(Circular E)

» defines employer as any
person or organization for
whom an individual performs
any service as an employee

Michigan Unemployment
Insurance Agency (UIA)

» Fact Sheef 155
Issued September 2017

» outlines the IRS 20-factor test

» summarizes 3 factors:
= behavioral control
= financial conftrol
= responsibility of parties

IRS Publication 15 Fact Sheet 155


https://www.irs.gov/publications/p15
https://www.michigan.gov/-/media/Project/Websites/leo/Documents/UIA/Fact-Sheets/FS-155---Independent-Contractor-or-Employee.pdf

<

Collect and Remit
to Treasury




Calculating Taxes Due
on Cannabis Sales

o MRE Tax
e Sales Tax




Collecting Tax

GROSS PROCEEDS MRE TAX = 10% SALES TAX = 6%




Structuring Transactions:
Tax Collection Methods

separately stated tax included
Sales Tax Sales Tax

non-inclusive non-inclusive MRE tax non-inclusive MRE tax
MRE Tax separately stated sales tax tax included sales tax

inclusive inclusive MRE tax inclusive MRE tax
MRE Tax separately stated sales tax tax included sales tax




Sales Tax &
Marihuana Tax

Withholding Tax

Tax Return
Starting Points

what you paid
employees/retirees

what you sold it for




Example 1a:

compute MRE tax with
non-inclusive pricing

medical marihuana sales are not
subject to MRE tax, but as TPP
they are subject to sales tax

RAB 2023-25

MRE Tax Calculations

gross marinuana sales

- medical marihvana sales

recreational marihuana sales

- adllowable MRE tax exemptions

sales subject to MRE tax

x 10%

MRE tax due



Example 1b:

compute sales tax
when MRE fax
collected with
non-inclusive pricing

sales price of cannabis subject to
the 6% sales tax includes other
taxes, and therefore includes the
10% MRE tax

RAB 2023-25
MCL 205.51(1)(d)(ii)

Sales Tax Calculations

recreational marihuana sales
+ MRE tax due

+ medical marihuana sales

taxable marihuana sales

+ gross of other TPP sales

total gross sales

- allowable sales tax exemptions

sales subject to sales tax
x 6%

sales tax due



File and Pay SUW and MRE Tax Returns

Filing Frequency Payment Frequency Payment Methods

» SUW taxes: Treasury
determines based on
amount of tax owed
(monthly, quarterly, or
annually)

» MRE tax: quarterly, due
the 20" of the month
following the tax period

= only available through

Michigan Treasury
Online (MTO)

» no later than the due
date of the return but
as often as you like

» pay electronically
through MTO

» mail payments with
payment voucher:
= MRE tfax = Form 5677
= SUW taxes = Form 5094

» schedule appointment
to pay in person with
the LARA cashiering
calendar



https://outlook.office365.com/book/LARACashiering@StateofMichigan.onmicrosoft.com/
https://outlook.office365.com/book/LARACashiering@StateofMichigan.onmicrosoft.com/

Wrap Up




Treasury Web Services

» Treasury / Taxes Websites
= Treasury michigan.gov/treasury

= Taxes michigan.gov/taxes

» Michigan Treasury Online (MTO)
= mio.treasury.michigan.gov

» Treasury eServices
= Business etreas.michigan.gov/bt

= Tax Professionals etreas.michigan.gov/ip



https://www.michigan.gov/treasury
https://www.michigan.gov/taxes
https://mto.treasury.michigan.gov/
https://etreas.michigan.gov/bt/
https://etreas.michigan.gov/tp/
https://etreas.michigan.gov/tp
https://etreas.michigan.gov/bt
https://mto.treasury.michigan.gov
https://michigan.gov/taxes
https://michigan.gov/treasury
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legislature.mi.gov

» Sales Tax Act
MCL 205.51 - 205.78

» Michigan Regulation and Taxation of Marihuana Act
MCL 333.27951 - MCL 333.27967

» Medical Marihuana Facilities Licensing Act
MCL 333.27101 - MCL 333.27801

» Michigan Medical Marihuana Act
MCL 333.26424

» Withholding Tax
MCL 206.1 — MCL 206.713


https://legislature.mi.gov/

A EEEEEEE

michigan.gov/taxes

» Business Taxes, Marihuana Retailers Excise Tax

» Business Taxes, Sales and Use Tax

» Reports and Legal:
= Revenue Administrative Bulletin 2023-25
= Revenue Administrative Bulletin 2022-26
= Nofice to Taxpayers regarding the Michigan Regulation
and Taxation of Marihuana Act — January 29, 2019

» Audit; Other Deductions Sales & Use Tax Manudl



https://www.michigan.gov/taxes
https://www.michigan.gov/taxes/business-taxes/mret
https://www.michigan.gov/taxes/business-taxes/sales-use-tax
https://www.michigan.gov/taxes/rep-legal/rab/2023-revenue-administrative-bulletins/revenue-administrative-bulletin-2023-25
https://www.michigan.gov/taxes/rep-legal/rab/2022-revenue-administrative-bulletins/revenue-administrative-bulletin-2022-26
https://www.michigan.gov/-/media/Project/Websites/treasury/CONV/Notices/Notice_Regulation_and_Taxation_of_Marihuana_Act.pdf
https://www.michigan.gov/-/media/Project/Websites/treasury/CONV/Notices/Notice_Regulation_and_Taxation_of_Marihuana_Act.pdf
https://www.michigan.gov/taxes/-/media/Project/Websites/taxes/Audit/Other-Deductions-Manual-February-2024.pdf

Treasury

» website:

michigan.gov/ireasuryoutreach O U 'I're QC h

» email:
TreasuryOuireach@michigan.gov



http://www.michigan.gov/treasuryoutreach
mailto:TreasuryOutreach@michigan.gov

Contact Treasury

Business Taxes 517-636-6925 | Motor Carrier Tax 517-636-4580
I.e. Registration, SUW taxes, MRE tax, CIT, Motor Fuel 517-636-4600
MBT, and FTE tax

P ty Ta 517-335-4410

Business Tax Technical 517-636-4230 roperty 1ax

Tax Professionals Helpline 517-636-0616
Collection Services Bureau 517-636-5265 X TOTCss) Pl
Taxpayer Advocate 517-636-4759
Detroit City Taxes 517-636-5829 POy
, , Tobacco & Cigarette Taxes 517-636-4630
Essential Services Assessment 517-241-0310
. Tribal 517-241-2185
Individual Income Tax 517-636-4486
Unclaimed Property Claims 517-636-5320
International Fuel Tax Agreement 517-636-4580 et
, Unclaimed Property Holders 517-636-6940

Miscellaneous Taxes 517-636-0515
l.e. 911 Fee, Airport Parking, Bottle Deposit, View more Treasury contact information at
Convention Facilities Tax, HICA, HMO Use michigan.gov/treasury/contact-us

Tax, IPAA, Severance Tax, and SRETT


https://www.michigan.gov/treasury/contact-us

Cannabis Taxation Webinar Series

» explore more topics in our webinar replays, presented in
collaboration by Treasury and the Cannabis Regulatory

Agency (CRA):
= Understanding Cannabis-Related Taxes
= Cannabis and Treasury Tax Registration

= Collecting and Remitting Tax to Treasury

= Filing, Paying Taxes, and Communicating about Cannabis with
Treasury

» watch the replays: Cannabis Taxation Webinar Series



https://www.michigan.gov/cra/resources/video-library/michigan-department-of-treasury-four-part-series

G

Michigan Department of

TREASURY

michigan.gov/ireasury @MITreasury



https://www.michigan.gov/treasury
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