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 ANALYSIS

Proposition AA
Retail Marijuana Taxes

Proposition AA, if approved, would:

‚ impose a 15 percent state excise tax on the average wholesale
price of retail marijuana when the product is first sold or
transferred by a retail marijuana cultivation facility, with public
school construction receiving the first $40 million of any annual
tax revenues collected;

‚ impose a 10 percent state sales tax on retail marijuana and
retail marijuana products, in addition to the existing 2.9 percent
state sales tax, to increase funding for the regulation and
enforcement of the retail marijuana industry and to fund related
health, education, and public safety costs;

‚ direct 15 percent of the revenue collected from the
10 percent state sales tax to cities and counties where
retail marijuana sales occur; and

‚ allow the state legislature to increase or decrease the
excise and sales taxes on retail marijuana so long as
the rate of either tax does not exceed 15 percent.

Summary and Analysis

Why is this measure on the ballot?  Proposition AA
relates to another measure passed by the voters in November 2012,
Amendment 64.  Amendment 64 allows for an adult 21 years of age or
older to consume or possess up to one ounce of marijuana and
requires the state to establish a regulatory structure for the retail
marijuana industry.  Amendment 64 also requires the state legislature
to enact an excise tax on retail marijuana to fund public school
construction; however, the Colorado Constitution requires a statewide
vote to approve new taxes.  The state legislature approved and the
Governor signed into law a bill that proposes two new state taxes: an
excise tax to be applied to the average wholesale price of retail
marijuana when first sold or transferred by a retail marijuana cultivation
facility; and a sales tax on retail marijuana and retail marijuana
products to increase funding for regulation.  Therefore, the state
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legislature is submitting to the voters the question of whether to
approve additional taxes on retail marijuana.  These taxes will not apply
to medical marijuana.  Regardless of whether the measure passes,
beginning on January 1, 2014, existing medical marijuana stores will be
eligible for a retail marijuana license unless a city or county has
imposed a ban.  After October 1, 2014, all applicants are eligible for
licensure where no local ban is in place.  Without approval of the sales
and excise taxes, the new regulatory structure will have to be funded by
eliminating or cutting state programs.

Excise taxes.  An excise tax is a tax on the use or consumption of
certain products such as gasoline, alcohol, or cigarettes.  The tax is
generally collected at the wholesale level and passed on to consumers
in the retail price.  Retail marijuana cultivation facilities will pay the
15 percent state excise tax when they first sell or transfer marijuana to
retail marijuana product manufacturing facilities, retail marijuana stores,
or other retail marijuana cultivation facilities.  Every six months, the
Colorado Department of Revenue will determine an average wholesale
price for unprocessed retail marijuana sold by retail marijuana
cultivation facilities, and all unprocessed retail marijuana will be taxed
at this price.  Medical marijuana is not subject to the state excise tax
created by the measure, or to any existing state excise tax.  

Under Amendment 64, the state excise tax is limited to 15 percent
until January 1, 2017, and the state legislature can seek voter approval
through another ballot measure to raise the excise tax rate above
15 percent to be effective on or after that date.  Each year, the first
$40 million in revenue raised by the excise tax will be credited to the
Building Excellent Schools Today program for constructing public
schools.  The excise tax revenue is estimated to be less than
$40 million annually for at least the first two years.  If the amount
collected is greater than $40 million, the excess will be used for
marijuana regulation.

School construction funding through the Building Excellent
Schools Today program.  In 2008, the state legislature enacted the
Building Excellent Schools Today program to address the limited
capacity for many public schools to renew or replace deteriorating
facilities with local resources.  The program prioritizes funding awards
based on issues such as asbestos removal, building code violations,
overcrowding, and poor indoor air quality.  Program grants are
available to public school districts, charter schools, boards of
cooperative services, institute charter schools, and the Colorado
School for the Deaf and the Blind.  Under current law, funding is
provided from the State Land Trust, Colorado Lottery spillover funds,
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the applicants' matching funds, and interest accrued within the fund
itself.  Between 2008 and 2012, the program received $2.15 billion in
requests and awarded $686 million for school construction projects,
with local governments allocating an additional $293 million in matching
funds. 

Sales taxes.  The measure also adds a state sales tax to be
applied when a consumer purchases retail marijuana or retail marijuana
products at a licensed retail marijuana store.  The sales tax rate will
initially be set at 10 percent.  The state legislature can raise or lower
the tax rate at any time through legislation, but cannot increase it above
15 percent without further voter approval.  The 10 percent state sales
tax on retail marijuana is in addition to current state and local sales
taxes, which are applied to most retail purchases.  All sales taxes will
be applied to the retail price paid by the consumer, which includes the
15 percent state excise tax created by the measure.  Medical marijuana
is not subject to the additional sales tax created by the measure, but
remains subject to the existing 2.9 percent state sales tax.

Amendment 64 permits cities and counties to ban retail
marijuana cultivation, processing, and sales.  However, cities
and counties that allow retail marijuana sales to consumers
will receive 15 percent of the revenue collected from the
10 percent state sales tax on retail marijuana.  The proceeds
will be divided according to the percentage of retail marijuana
sales within each jurisdiction.  The measure is silent on the
use of this revenue by cities and counties.  Beginning on or
before April 1, 2014, and annually through April 1, 2016, the
state legislature is required to determine if the percentage of
revenue allocated to cities and counties is set at the
appropriate level.

Regulatory activities funded by sales tax revenue.  The
Marijuana Enforcement Division (MED) in the Colorado Department of
Revenue regulates the cultivation, processing, and sale of both medical
and retail marijuana.  Medical marijuana licensees are currently
operating, but the licensing program for retail marijuana establishments
is still being developed.  In cities and counties that currently allow
medical marijuana sales, licensed retail marijuana stores are
authorized to sell retail marijuana beginning on January 1, 2014, unless
a local ban is imposed.  Revenue generated by the 2.9 percent state
sales tax on both medical and retail marijuana and marijuana products,
plus revenue from application and licensing fees paid by medical and
retail marijuana establishments, will be used to fund the MED. This
revenue will fund the regulation of marijuana establishments, including
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enforcement of the laws for the testing, tracking, and labeling of retail
marijuana and measures to prevent the diversion of retail marijuana to
individuals under 21 years old. The revenue from the proposed
10 percent state sales tax will also be used to fund the regulatory
structure, as well as related costs for health, education, and public
safety, which are not currently funded.  The total costs to the state for
the implementation of Amendment 64 are projected to be millions of
dollars annually. 

For information on those issue committees that support or oppose the
measures on the ballot at the November 5, 2013, election, go to the
Colorado Secretary of State's elections center website hyperlink for

ballot and initiative information:

www.sos.state.co.us/pubs/elections/Initiatives/InitiativesHome.html

Arguments For

1) A majority of Colorado voters approved Amendment 64 to allow
the sale of retail marijuana within a regulated and taxed market, and
passage of this measure is expected to generate the revenue
necessary to support the robust regulation of this market.  In addition,
an effective regulatory system may discourage federal interference with
the industry, as the sale of marijuana remains illegal under federal law. 
Adoption of the additional 10 percent state sales tax is important
because the current funding structure for the regulatory system may not
be adequate and may require funds to be diverted from other state
priorities such as education, public safety, and health care.  Without
revenue from the 10 percent sales tax, studies that address public
safety concerns and educational efforts aimed at preventing the use of
marijuana by children may not be adequately funded.  As recent audits
of the medical marijuana regulatory system have demonstrated, current
fees and sales tax revenue may not be adequate to ensure a safe and
effective regulatory structure.

2) Colorado schools have a projected $17.9 billion in school
construction needs through 2018, and the proposed state excise tax
will make more funding available for these needs, as intended by
Amendment 64.  This additional funding will help modernize older
schools, build new schools, and alleviate health and safety concerns. 
Also, by increasing the number of projects funded, the school
construction industry may see an increase in jobs. 

22 . . . . . . . . . . . . . . . . . . . . Proposition AA:  Retail Marijuana Taxes



Arguments Against

1) The new state taxes created by the measure may be so high
that they undercut one of the intended purposes of Amendment 64,
which is to encourage consumers to purchase marijuana from licensed
stores rather than from the underground market.  When marijuana is
purchased from licensed stores, sales are taxed and limited to
consumers 21 years of age or older.  By overtaxing a product that is
readily available in the underground market, the measure may limit
sales from licensed stores and keep consumers in the underground
market.  

2) Amendment 64 requires the establishment of an excise tax, but
does not require the sales tax created by this measure.  This second
tax was not anticipated by supporters of Amendment 64 and is an
unfair tax burden on consumers of marijuana. The state legislature's
plan for implementing Amendment 64 includes measures that exceed
what is essential to regulate the industry.  Revenue from application
and licensing fees, as well as the existing 2.9 percent state
sales tax on marijuana, can adequately satisfy the regulatory
requirements of Amendment 64.
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Estimate of Fiscal Impact

State and local revenue.  As shown in Table 1, passage of
Proposition AA is estimated to increase state tax revenue by
$67 million annually, which includes $27.5 million in excise tax revenue
and $39.5 million in state sales tax revenue.  Local governments where
retail marijuana stores are operating will receive a proportionate share
of $6.0 million based on the percentage of sales in each jurisdiction.  

In FY 2011-12, Colorado's medical marijuana industry sold
$199.1 million worth of marijuana to 109,000 patients.  Under
Amendment 64, retail marijuana sales will be made up of marijuana
consumers who transition from the medical marijuana industry,
marijuana consumers who currently use unregulated marijuana, and
visitors to the state.  The revenue estimates assume a wholesale price
of $93.75 per ounce for unprocessed retail marijuana and a retail price
of $201.56 per ounce, of which $14.06 is excise tax.  It is estimated that
2 million ounces of marijuana will be sold by retail marijuana stores
each year.  The total taxable value of retail marijuana at the wholesale
level is estimated to be about $183.5 million per year, with sales to
consumers of retail marijuana totaling approximately $394.6 million per
year.  
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Table 1.  Estimated State Revenue from Proposition AA
for Calendar Year 2014

  
 

Wholesale Sales
Subject to
Excise Tax

Retail Sales
Subject to 
Sales Tax

Average price per ounce $93.75 $201.56

Total sales $183.5 million $394.6 million

Tax rate 15% 10%

Total taxes $27.5 million $39.5 million

Excise taxes to Building Excellent Schools 
Today Program $27.5 million

Sales taxes to state government (85%) $33.5 million

Sales taxes to local governments (15%) $6.0 million

State spending.  The Colorado Department of Revenue
will develop a computer system and hire staff to collect,
monitor, and enforce both the 15 percent excise tax and the
10 percent sales tax on retail marijuana.  The staffing,
computer system, and operating expenses are estimated to
cost $4.2 million in the first year of implementation and
$1.3 million annually thereafter.  The department is expected
to add approximately 22 staff to implement the measure.  The
remaining funding will be used to fund the regulation of
marijuana establishments, including enforcement of the laws
for the testing, tracking, and labeling of retail marijuana,
measures to prevent the diversion of retail marijuana to
individuals under 21 years old, and costs for health, education,
and public safety.
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State Spending and Tax Increases

The state constitution requires that the following fiscal information
be provided when a tax increase question is on the ballot:

1) the estimated or actual state spending under the constitutional
spending limit for the current year and each of the past four
years with the overall percentage and dollar change; and

2) for the first full year of the proposed tax increase, an estimate
of the maximum dollar amount of the tax increase and of state
fiscal year spending without the increase.

Table 2 shows the dollar amount of state spending under the
constitutional spending limit.

Table 2.  State Spending

 
 

Actual
FY

2009-10*

Actual
FY

2010-11

Actual
FY

2011-12

Estimated
FY

2012-13

Estimated 
FY

2013-14

State
Spending 

$8.57
billion

$9.43
billion

$10.27
billion

$11.12
billion

$11.50 
billion

Four-Year Dollar Change in State Spending:  $2.93 billion 

Four-Year Percent Change in State Spending:  34.2 percent 

*FY = fiscal year.  The state's fiscal (or budget) year runs from July through June. 

The numbers in Table 2 show state spending from 2010 through
2014 for programs that were subject to the constitutional spending limit
during those years. However, the constitution allows a program that
operates similarly to a private business to be exempt from the limit if it
meets certain conditions.  Because the exempt status of some
programs has changed during the last five years, the numbers in
Table 2 are not directly comparable to each other.
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Table 3 shows the revenue expected from the two new taxes for
FY 2014-15, the first full fiscal year for which the taxes would be in
place; state fiscal year spending without these taxes; and the sum of
the two.

Table 3.  Estimated State Fiscal Year Spending
and the Proposed New Taxes

  FY 2014-15 
Estimate

State Spending Without the New Taxes $12.08 billion

State Revenue from the New Excise and Sales Taxes $67 million

State Spending Plus the New Taxes $12.15 billion
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QUESTION

Proposition AA 
Retail Marijuana Taxes

Question:  SHALL STATE TAXES BE INCREASED BY $70,000,000 ANNUALLY IN

THE FIRST FULL FISCAL YEAR AND BY SUCH AMOUNTS AS ARE RAISED ANNUALLY

THEREAFTER BY IMPOSING AN EXCISE TAX OF 15% WHEN UNPROCESSED RETAIL

MARIJUANA IS FIRST SOLD OR TRANSFERRED BY A RETAIL MARIJUANA

CULTIVATION FACILITY WITH THE FIRST $40,000,000 OF TAX REVENUES BEING

USED FOR PUBLIC SCHOOL CAPITAL CONSTRUCTION AS REQUIRED BY THE STATE

CONSTITUTION, AND BY IMPOSING AN ADDITIONAL SALES TAX OF 10% ON THE

SALE OF RETAIL MARIJUANA AND RETAIL MARIJUANA PRODUCTS WITH THE TAX

REVENUES BEING USED TO FUND THE ENFORCEMENT OF REGULATIONS ON THE

RETAIL MARIJUANA INDUSTRY AND OTHER COSTS RELATED TO THE

IMPLEMENTATION OF THE USE AND REGULATION OF RETAIL MARIJUANA AS

APPROVED BY THE VOTERS, WITH THE RATE OF EITHER OR BOTH TAXES BEING

ALLOWED TO BE DECREASED OR INCREASED WITHOUT FURTHER

VOTER APPROVAL SO LONG AS THE RATE OF EITHER TAX DOES NOT

EXCEED 15%, AND WITH THE RESULTING TAX REVENUE BEING

ALLOWED TO BE COLLECTED AND SPENT NOTWITHSTANDING ANY

LIMITATIONS PROVIDED BY LAW?
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NOTES



NOTES



LOCAL ELECTION OFFICES

Adams 4430 South Adams County Parkway

Brighton, CO 80601-8207 (720) 523-6500

Alamosa 402 Edison Ave., Alamosa, CO 81101 (719) 589-6681

Arapahoe 5334 S. Prince St., Littleton, CO 80166 (303) 795-4511

Archuleta 449 San Juan, Pagosa Springs, CO 81147 (970) 264-8331

Baca 741 Main St., Suite 3, Springfield, CO 81073 (719) 523-4372

Bent 725 Bent Ave., Las Animas, CO 81054 (719) 456-2009

Boulder 1750 33rd St. #200, Boulder, CO 80301 (303) 413-7740

Broomfield 1 DesCombes Drive, Broomfield, CO 80020 (303) 464-5857

Chaffee 104 Crestone Ave., Salida, CO 81201 (719) 539-4004

Cheyenne 51 S. 1st St., Cheyenne Wells, CO 80810 (719) 767-5685

Clear Creek 405 Argentine St., Georgetown, CO 80444 (303) 679-2339

Conejos 6683 County Road 13, Conejos, CO 81129 (719) 376-5422

Costilla 400 Gasper St., San Luis, CO 81152 (719) 937-7671

Crowley 631 Main St., Suite 102, Ordway, CO 81063 (719) 267-5225

Custer 205 S. 6th St., Westcliffe, CO 81252 (719) 783-2441

Delta 501 Palmer #211, Delta, CO 81416 (970) 874-2150

Denver 200 W. 14th Ave., Suite 100, Denver, CO 80204 (720) 913-8683

Dolores 409 N. Main St., Dove Creek, CO 81324 (970) 677-2381

Douglas 125 Stephanie Pl., Castle Rock, CO 80109 (303) 660-7444

Eagle 500 Broadway, Eagle, CO 81631 (970) 328-8726

Elbert 215 Comanche St., Kiowa, CO 80117 (303) 621-3127

El Paso 1675 W. Garden of the Gods Rd., Suite 2220

Colorado Springs, CO 80907 (719) 575-8683

Fremont 615 Macon Ave. #102, Canon City, CO 81212 (719) 276-7340

Garfield 109 Eighth St. #200, Glenwood Spgs, CO 81601 (970) 384-3700,

ext. 2

Gilpin 203 Eureka St., Central City, CO 80427 (303) 582-5321

Grand 308 Byers Ave., Hot Sulphur Springs, CO 80451 (970) 725-3065

Gunnison 221 N. Wisconsin, Suite C, Gunnison, CO 81230 (970) 641-7927

Hinsdale 317 N. Henson St., Lake City, CO 81235 (970) 944-2228

Huerfano 401 Main St., Suite 204, Walsenburg, CO 81089 (719) 738-2380

Jackson 396 La Fever St., Walden, CO 80480 (970) 723-4334

Jefferson 3500 Illinois St., Suite #1100, Golden, CO 80401 (303) 271-8111

Kiowa 1305 Goff St., Eads, CO 81036  (719) 438-5421

Kit Carson 251 16th St., Burlington, CO 80807 (719) 346-8638

ext. 301

Lake 505 Harrison Ave., Leadville, CO 80461 (719) 486-1410

La Plata 98 Everett St., Suite C, Durango, CO 81303 (970) 382-6296

Larimer 200 W. Oak St., Ft. Collins, CO 80522 (970) 498-7820

Las Animas 200 E. First St., Room 205, Trinidad, CO 81082 (719) 846-3314 

Lincoln 103 Third Ave., Hugo, CO 80821 (719) 743-2444

Logan 315 Main St., Suite 3, Sterling, CO 80751 (970) 522-1544



Mesa  200 S. Spruce St., Grand Junction, CO  81501 (970) 244-1662

Mineral 1201 N. Main St., Creede, CO 81130 (719) 658-2440

Moffat 221 W. Victory Way #200, Craig, CO 81625 (970) 824-9104

ext. 3

Montezuma 140 W. Main St., Suite #1, Cortez, CO 81321 (970) 565-3728

Montrose 320 S. First St., Montrose, CO 81401 (970) 249-3362,

ext. 3

Morgan 231 Ensign, Ft. Morgan, CO 80701 (970) 542-3521

Otero 13 W. Third St., Room 210, La Junta, CO 81050 (719) 383-3020

Ouray 541 Fourth St., Ouray, CO 81427 (970) 325-4961

Park 501 Main St., Fairplay, CO 80440 (719) 836-4333

ext. 1

Phillips 221 S. Interocean Ave., Holyoke, CO 80734 (970) 854-3131

Pitkin 530 E. Main St. #101, Aspen, CO 81611 (970) 920-5180

ext. 3

Prowers 301 S. Main St. #210, Lamar, CO 81052 (719) 336-8011

Pueblo 720 N. Main St., Pueblo, CO 81003 (719) 583-6620

Rio Blanco 555 Main St., Meeker, CO 81641 (970) 878-9460

Rio Grande 965 Sixth St., Del Norte, CO 81132 (719) 657-3334

Routt 522 Lincoln Ave. Steamboat Springs, CO 80487 (970) 870-5558

Saguache 501 Fourth St., Saguache, CO 81149 (719) 655-2512

San Juan 1557 Green St., Silverton, CO 81433 (970) 387-5671

San Miguel 305 W. Colorado Ave., Telluride, CO 81435 (970) 728-3954

Sedgwick 315 Cedar St., Julesburg, CO 80737 (970) 474-3346

Summit 208 E. Lincoln Ave., Breckenridge, CO 80424 (970) 453-3479

Teller 101 W. Bennett Ave., Cripple Creek, CO 80813 (719) 689-2951,

ext. 5

Washington 150 Ash, Akron, CO 80720 (970) 345-6565

Weld 1401 N. 17th Ave., Greeley, CO  80632 (970) 304-6525

Yuma 310 Ash St., Suite F, Wray, CO 80758 (970) 332-5809


