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Marijuana Taxes

This issue brief provides an overview of
marijuana tax revenue. Three state taxes apply
to marijuana, with medical and retail marijuana
taxed differently. Both medical and retail
marijuana are subject to the existing 2.9
percent state sales tax, which is applied to most
purchases in the state. Additionally, retail
marijuana is subject to a 10 percent sales tax,
levied on retail sales, and a 15 percent excise
tax, levied on the first transfer of marijuana from
a wholesaler to a processor or retailer. The
new taxes on retail marijuana were approved by
voters with the passage of Proposition AA in
2013. Table 1 shows the state taxes that apply
to medical and retail marijuana.

Uses of State Marijuana Tax Revenue

Tax revenue collected from the sale of
marijuana is deposited in two different funds:
the Building Excellent Schools Today (BEST)
Fund and the Marijuana Tax Cash Fund
(MCTF). A portion of marijuana tax revenue is
constitutionally dedicated to the BEST fund,
while the uses of the MCTF are set in state law.
These funds are described below.

Building Excellent School Today (BEST)
Fund. When voters approved retail marijuana
legalization, they dedicated the first $40 million
in excise tax revenue to school construction in
the state constitution. To facilitate this, the
General Assembly referred a 15 percent excise
tax to voters, with the first $40 million deposited

Table 1 . in the BEST fund. Any excise tax revenue that
State Taxes on Medical and Retail Marijuana exceeds $40 million each year s deposited in
Marijuana | Marijuana Uses

Slate Sales P / Marijuana Tax Cash T!1e B‘_EST funq is used to renew or replace

Tax (2.9%) Fund deteriorating public schools. The program

prioritizes funding based on issues such as

Specal 7 N E e asbestos removal, building code violations,

(10.0%) Local Governments overcrowding, and poor indoor air quality.

Exclse Tax ; First $40 million for BEST _grants are awarded annually on a
(15.0%) public school competitive basis.

construction, excess to
Public School Fund Marijuana Tax Cash Fund. In 2014, the

Voters approved Proposition BB in 2015,
allowing the state to retain and spend
$66.1 million in marijuana tax revenue rather
than refund it to voters. This money was spent
in FY 2015-16, in addition to other marijuana
money appropriated by the legislature.

legislature created the MTCF. State sales fax
revenue collected on medical and retail
marijuana sales is paid to the fund, along with
85 percent of special sales tax revenue. The
remaining 15 percent of the special sales tax
revenue is distributed to local governments that
have allowed retail marijuana sales.
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The money in the MCTF is required to be
spent the year after if is collected and used for
health care, health education, substance abuse
prevention and
law enforcement.

treatment

been distributed,
revenue to
programs, and
Spending the money for

other purposes requires a change in law.

Table 2 shows how marijuana revenue has
including the excise tax
the BEST fund,
appropriations, and the Proposition BB refund
account for FY 2015-16 and FY 2016-17.

the MCTF

Table 2
Marijuana Tax Revenue Distributions, FY 2015-16 and FY 2016-17
Agency I_ Program FY 2015-16 | FY 201617
School Health Professional Grant Program to address behavioral health issués in public schools $2,280,444 $2,280,833
ISchooI bullying prevention and educalion 2,000,000 500,000
Department of Education |Drop-outprevention programs 2,000,000 900,000
IHB 16-1408 allocations for health-relaled programs 4,378,678
[sehool Construction - BEST fund 77,900,000 40,000,000
|Public School Fund 5,700,000
Gowemor's Office Office of Marijuana Coordination 190,097 216,944
= —
E::im::nc; e Substance use screening, brief Intervention, and referral reatment program 500,000 750,000
Expansion of Tony Grampsas Youth Sendces program grants for pravention 3.000,000| 373,672
[Youth mentoring senvices 1,000.000' 1,000,000
Subslance abuse and reatmant contracls 500,000 1 056.298'
Depariment of Human Senvices |Expansion and enhancement of jall-based behavioral health serdces 1,550.000] 1_550,000'
IEnhancemenl of 5.B. 91-094 programs lo provide alternalives 1o incarceration at the local level 2,000,000 2.000.000'
reatment for individuals requiring residential treatment for substance use disorders 6,000,000|
Mantal health sendces for juvenile and adult ofenders 3,025,182
Rural co-occurting disorder sendces - 500,000
[circie Program 1911612 1,852,824
IDevelopment of in-house experise on regulations 436,766 286,766
Depariment of Law Peace Officers Standards and Training Board expandad training activiies 1.168.000| 750,000)
|Peace Officers Standards and Training Board support 200,000
|Publl|: awareness marljuana education campaign 4,650,000 7,025,000|
[Heaithy Kids Colorado survey 781,789 745,124
iCannabis health environmenlal and epidemiological training, oulreach and surveillance 320,388 320,388
Marijuana reference library and lab lasling 376.434 294,141
Dapartment of Publlc Health and  fHealth surwey data collection 238,000|
Environment ISubstarloe abuse prevention 7217162
[Retall Marijuana Health Research Grants 343,622
IDevanpmenlofdalabase lo ensure medical marijuana palienls havwe a single caregiver 1,068,560
IHB 16-1408 allocations for health-relatad programs 1,767,584
JPoison control centers 1,000,000 123,383
Juvenile diversion programs 400,000
Incluslon of medical marljuana informalon in law enforcement questonnaires 61,940
Deparment of Public Safaty IJma‘é'Eé.j&éQE:}TaénTeTe's’snes's T o i 159,983
cientific study of marijuana law enforcement activities 159,983 79892
Public safety intalligence support 51,345 56998
Department of Local Affairs Local impact granis 1,082,132 1,180,695
I'Pesﬁcide control and regulation 314,633 1,589,230
Deparimenl of Agricultuse indusiral hemp certilied seed program 249,763 254,863
|FFA and 4-H programs at the state fair 300,000 300,000
Deparimeni of Reverue |Marijuana Enforcement Division 7,880,009 7,967,735
Department of Transportation Ihhrl]uana-lmpa red Driving Campalgn 450,000 950,000
Depariment of Higher Education  [Cannabls Research institute at CSU-Puablo 900,000
TOTAL 145,321 958 $108.497,047

Sources: Joint Budget Committes, Legislative Council Staff June 2016 Marijjuana Revenus Forecast.
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