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Potential Reach of Proposition 119 “"The Learning Enrichment and
Academic Progress Program (LEAP)"”
2021 November Statewide Ballot Measure

Key Findings

e Proposition 119 on the 2021 Colorado ballot proposes to establish the Learning
Enrichment and Academic Progress Program (LEAP) funded by a 5% tax on
recreational marijuana. It would be administered by a new state agency
responsible for allocating funds directly on behalf of students, rather than
through the existing school system, for out-of-school learning and enrichment
programs, such as tutoring, therapy services, career and technical education
and training, and other opportunities outside of the school day.

e The program is intended to prioritize low-income students first. At full
implementation of the 5% recreational marijuana tax increase to fund the LEAP
program, 94,600 students could use the full benefit for tutoring, which equates
to more than 100% of K-12 students under 150% of the federal poverty line.

e The latest statewide education assessment results show 73% of students tested
between grades 3 through 8 did not meet expectations in math, an increase of
6.0 percentage points from pre-COVID levels. That is more than 145,000
students in just those grades.

¢ A single student could receive approximately 2.5 hours of tutoring every
week during the school year with the full use of LEAP funds.

e The increased tax to fund LEAP would be the second highest base tax rate on
recreational marijuana in the country when fully phased in by year 2024-25. It
is projected to generate $137.7 million in funding for LEAP to distribute to
Colorado K-12 students to obtain up to $1,500 in out-of-school learning and
support opportunities annually.

e The 20% state sales tax on recreational marijuana would be less than 1/3 of the
fully phased in 2027 state tax rate on tobacco and nicotine products of 62%.
Cigarettes will have an effective tax of 36% by 2027.

e Under the LEAP ballot measure, fewer state land dollars will be transferred to
the State Land Trust. As a result, the State Land Trust's principal will not grow
as quickly as it otherwise would, and the State Land Trust will produce less
interest that could be used to support the K-12 education system.

Proposition 119 Introduction

This November, Colorado voters will see Proposition 119 the Learning Enrichment
and Academic Progress (LEAP) program on the ballot. This proposition proposes to
increase the recreational marijuana sales tax to fund out-of-school learning
enrichment and educational opportunities for eligible Colorado students ages 5-17. If
Proposition 119 passes, the recreational marijuana sales tax would increase from the
current rate of 15% to 20% by 2024." This proposition is estimated to increase
annually to raise $137.7 million in tax revenue by fiscal year 2024-25." An additional
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$20 million a year will be directed to the LEAP program from the Colorado Land Board
Trust. This will generate an estimate of $157.7 million in annual funding for the LEAP
program after the full implementation of the tax increase.

The Colorado Learning Authority will consist of a nine-member board of directors
appointed by the Governor. The authority will oversee approving certifications for
out-of-school learning opportunity providers. School districts and other local
education agencies will be pre-certified program providers, while teachers will have
priority approval. The certified providers will then become the people, programs,
and places that students can use their approved LEAP funds.

The out-of-school learning opportunities include but are not limited to tutoring,
mentoring, emotional and physical therapy, mental health services, social and
emotional learning, career and technical education training and support for students
with special needs and learning disabilities.” Rather than have the new funding go
through the school finance formula and be allocated to school districts, this
program allows Coloradans to make their own decisions on the out-of-school
learning opportunities that best fit their children’s individual needs.

Discussion on Benefits and Costs

The benefits of LEAP include addressing both the immediate issue of learning loss
during the pandemic and the longer-term issue of the widening achievement gap
between different groups of students. The LEAP program is intended to improve
student outcomes by increasing access to learning opportunities outside of the
school day for low-income students. Research has shown that out-of-school
learning can be an effective tool for closing achievement gaps, but that not all
families can afford it.v

The primary cost of LEAP is the increased sales tax on recreational marijuana,
which would increase from 15% to 20% by fiscal year 2024-25. This directly and
indirectly impacts both consumers and the recreational marijuana industry. The
increased sales tax on recreational marijuana could pull more consumers from the
legal marijuana market to the black market for recreational marijuana purchases."

Additional funding will come from the state's General Fund in an amount
corresponding to state land revenues. Because fewer state land dollars will be
transferred to the State Land Trust, the principal will not grow as quickly as it
otherwise would, and the State Land Trust will produce less interest that could be
used to support the existing K-12 education system.
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LEAP Eligibility and Funding Distribution Requirements

The proposition specifies three criteria for student eligibility for obtaining LEAP
benefits.

1. Each child must reside in the state of Colorado.
2. Each child must be between the ages of 5-17.
3. Each child must be or will be eligible for public school admission within Colorado.

While the details of LEAP funding prioritization will be decided and finalized by the LEAP
authority, the text of the measure does specify that funding will prioritize low-income
students. Low-income prioritization will start with students at or below 100% of the
federal poverty line and then continue to 150% at or below and so on. Figure 1 displays
the number of eligible students in each level of income relative to the federal poverty
level.

Figure 1

Eligible Colorado Students for the LEAP Program

Federal Poverty Level
100 - 150%| 150 - 200%| 200 - 250% | 250% and above
No. of Students 90,029 163,689 245,533 319,192
students students students students
Source: ACS data reported by the Kids Count Data Center as of December 2019V

Total Funds Available for LEAP
New Revenue

Proposition 119 proposes a phased tax increase from 2022 to 2024. In fiscal year
2021-22, the recreational marijuana sales tax will increase by 3%, making the new tax
rate 18%. In fiscal year 2022-23, the recreational marijuana sales tax rate will
increase by an additional 1%, making the new tax rate 19% and an additional 1%
increase in fiscal year 2023-24. This will leave the recreational marijuana sales tax rate
at 20% by 2024-25.

Figure 2

' Phased Recreational Marijuana Sales Tax Increase

2022 2023 2024
Annual Tax Increase +3% +1% +1%
New Tax Rate 18% 19% 20%
(Current - 15%)

Source: Colorado Legislative Council Staff'

The Colorado Legislative Council Staff estimates the revenue generated from the
increased sales tax on recreational marijuana to grow from $87.1 million in the first full
year to $137.7 million by fiscal year 2024-25.
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Figure 3
LEAP Projected Expected Revenue
Fiscal Year 2021-22*| 2022-23 2023-2024| 2024-25
Estimated Revenue $34.8 M $87.1 M $118.1 M $137.7 M
Public School Perm. Fund| $21.0 M $22.0 M $20.0 M**|  $20.0 M**
Total Funds $55.8 M | $109.1 M $138.1 M $157.7 M
Overhead & Admin. Fees | ($5.58 M)| ($10.91 M) | ($13.81 M) |($15.77 M)
Available Funds $50.22 M| $98.19 M [ $124.29 M | $141.93 M

Source: Colorado Legislative Council Staff*

*Half year

**Estimate of Public School Permanent Fund Impact

Historic Marijuana Tax Revenue

Since 2014 when recreational marijuana sales began in Colorado, marijuana tax
revenue has continuously increased annually.* There is no evidence at this time to
assume that marijuana tax revenue will not continue to increase annually.

Figure 4
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Figure 5 depicts the recreational marijuana sales tax rates for each state that
recreational marijuana has been legalized. By fiscal year 2024-25, Colorado’s proposed
sales tax rate (20%) on recreational marijuana would be tied with Montana for the
second highest base sales tax rate, sitting behind Washington’s rate of 37%.

Figure 5
Recreational Marijuana Sales Tax Rate by State
Year Legalized™ State Base Tax Rate

2012 Washington 37%

2020 Montana 20%

2014 Oregon 17%

2014 Arizona 16%

2012 Colorado Current Proposed

15% 20%

2016 California* 15%

2016 Nevada 15%

2020 Vermont 14%

2016 Massachusetts 10.75%

2016 Maine* 10%

2018 Michigan 10%

2021 New York* 9%

2020 Illinois* 7%

2021 Connecticut 6.35%

2021 New Jersey* Up to $10 per ounce
2014 Alaska* $15 per ounce of trim

Source: Tax Foundation™

*Additional tax rates depending on specific marijuana product

Colorado voters approved a tax rate of 62% for all tobacco products and nicotine
products by 2027 as well as an increase on the tax per pack of cigarettes from $1.94
to $2.64 per pack by 2027. That is a 36% tax increase on cigarettes by 2027.X While
the increased tax on recreational marijuana may be implemented quicker than the
cigarette and nicotine taxes, the recreational marijuana tax under Proposition 119
would still be lower relative to these other products.

Figure 6
Comparison of Colorado Excise Taxes

. Nicotine Tobacco Recreational
s Products Products Al Marijuana
2021 2027 | 2021 | 2027 | 2021 | 2027 | Excise | Sales | 2021 2024
$1.94 $2.64 30% 62% 50% 62% $2.28 | 2.9% | 15% 20%
per per per

pack pack gallon

Source: Colorado Legislative Council*V, Tax Rates®, Colorado Department of Revenue*"!
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Transfer to LEAP from Existing Revenue Source

Additional funding will come from the state's General Fund in an amount corresponding to
state land revenues. Under the LEAP ballot measure, the first $20 million of state land
revenues will be transferred to the State Land Trust. Any amount above $20 million will
be transferred to the Public School Fund to support K-12 education. Simultaneously, the
exact same amount going into the Public School Fund will be transferred from the state
General Fund to LEAP.

Example: State land revenues are $40 million. Under LEAP, the first $20 million would be
transferred to the State Land Trust, $20 million would be used to fund K-12 education,
and $20 million would be transferred from the General Fund to LEAP.

Because fewer state land dollars will be transferred to the State Land Trust, the trust’s
principal will not grow as quickly as it otherwise would, and the State Land Trust will
produce less interest that could be used to support the existing K-12 education
system.

Colorado Statewide Assessment Results

The Colorado Department of Education recently released results from the 2020-2021
statewide English language arts and math assessments. While participation in the test
taking was low in many areas of the state, overall, the results show a sizeable decrease in
the percentage of students who met grade level expectations in reading, writing and
math.

e The share of students who did not meet expectations or partially met expectations
in math increased by 6.7 percentage points to 47% of all the students tested.

e The share of students who did not meet expectations or partially met expectations
in English language arts increased by 2.3 percentage points to 33% of all the
students tested.

In specific areas, the 2021 test results marked all-time low points in the performance of
Colorado students. Only 28.5% of fourth graders and 24.1% of sixth graders met or
exceeded grade level expectations for math.*"aFigure 7 shows pre-pandemic student
performance compared to spring 2021 results. Each grade level was only required to take
one of the subject area tests (either math or English language arts [ELA]); thus, the 2021
scores are recorded across every other grade level.
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Figure 7
Colorado Statewide Academic Assessment Results
Grade & (% Did Not Meet |% Partially Meet |% Approached % Met % Exceeded
Subject Expectations Expectations Expectation | Expectations Expectations
Academic | Spring Spring | Spring Spring Spring | Spring | Spring | Spring | Spring Spring
Year 2019 2021 2019 2021 2019 2021 2019 2021 2019 2021

37 ELA 17.3 | 21.5 | 18.3 18.0 |23.2 | 21.4 |36.8| 34.9 | 4.5 4.2
4th ELA 11.8 n/a 14.7 | n/a 25.5| n/a 38.4| n/a 9.6 | n/a
5% ELA 9.0 7.7 | 17.0 | 19.2 25.6| 25.9 42.6| 42.6 58| 4.6
6t ELA 9.8 n/a 18.3 | n/a 28.3| n/a 36.3| n/a 7.3 | n/a
7t ELA 13.3 13.3 | 16.9 | 19.1 23.2| 25.0 30.9| 29.6 | 15.6 | 13.0
8th ELA 15.0 n/a 16.2 | n/a 21.9| n/a 35.6| n/a |11.4 | n/a
37 Math 14.3 n/a 18.9 | n/a 25.7| n/a 33.0| n/a 8.1 | n/a
4t Math 14.7 20.1 | 24.4 | 24.9 27.2| 26.5 30.7| 26.2 2.9 2.3
5% Math 13.0 n/a 24.3 | n/a 27.0| n/a 28.7| n/a 6.9 | n/a
6t Math 14.4 21.0 | 27.6 | 27.1 28.4| 27.7 25.6| 20.9 4.0 | 3.2
7th Math 10.8 n/a 26.0 | n/a 31.6| n/a 27.6| n/a 4.0 | n/a
8t Math 20.2 22.5 | 19.7 | 25.5 23.3| 22.5 30.7| 24.8 6.2 | 4.7

Source: Colorado Department of Education*

n/a: Due to the pandemic, students were only required to test on one subject. Parents did have the
option to have their students take both exams.xx

There are nearly 370,000 students in grades 3 through 8 in Colorado, making up
45% of the K-12 population. If we assume no change from the 2019 scores for the
tests not given in 2021, the following statements reflect the number of students
across different test categories and their performance.

- 121,941 students did not meet or partially met expectations in language arts
- 164,695 students did not meet or partially met expectations in math

A study done by the RAND Corporation on “The Value of Out-of-School Time
Programs” provides evidence that additional out-of-school learning programs can
improve educational outcomes. RAND conducted a study that included out-of-school
math lessons four days a week for a full academic year. ** This study found that the
students who participated in the math lessons performed better on math
assessments than those who did not participate in the study. This research, along
with other studies, indicates that out-of-school learning programs like LEAP could
help close achievement gaps for Colorado students.

In order to measure the effectiveness of LEAP funding, the new state authority
should ensure the collection and reporting of clear data which can be used to assess
the effectiveness of both the individual certified providers along with the program in
aggregate.
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How Many Students Could the LEAP Program Reach?
Estimated Hours of Additional Learning Per Student Using Full Benefit

Figure 8 shows how many hours, on average, a student could get per week of
school if they choose to use all their funding on a single type of out-of-school
learning program. For example, a student could receive about two and a half hours
of tutoring per week of school, in a 32-week academic year, using $1,500 of LEAP
funds. Two and a half additional hours of tutoring would be beneficial for Colorado
students as the statewide assessment results found that learning loss from COVID-
19 is significant. Many policy and education leaders have pointed to “high-dosage
tutoring” as an evidence-based solution for making up for COVID-19 induced
learning loss.*

Figure 8

How Far Does $1,500 of LEAP Funding Go Over the Course of a
School Year?

The bars below show the average number of hours each week of the school year that a
student could use a single LEAP eligible out-of-school enrichment opportunity.
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Certified Learning Enrichment Program

A student could maximize $1,500 of LEAP funding by choosing to receive about six
hours of each certified learning enrichment program. If a student chooses to split
up their funds this way, they could receive about 31 hours total of additional
learning through LEAP.

Figure 9
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One Student Approved for $1,500 of LEAP Annually
Certified Learning Enrichment Program

Tutor Mentor Mental Physical Learning Total
Health Therapy Disability
Assistance
Avg. Price $18.79 $15.66 $115.00 $75.00 $14.92
per Hour
Hours 6.25 6.25 6.25 6.25 6.25 31.25
Cost per $117.44 $97.88 $718.75 $468.75 $93.25 $1,496.06
Program

Source: Salary Expert™,PayScale* Care.com™V,Indeed™ ,SimplePractice®"!, Thervo.com™Indeed™"!!, PayScale**

The price of each certified learning enrichment program will vary. The prices shown
in Figure 9, and used as the basis for other estimates of program reach, are
averages of several different program’s hourly price. The exact nhumber of hours of
additional learning each child may receive will depend on the price of the program
they choose to use through LEAP. The prices may vary depending on region, grade
level or subject.

Estimated Number of Students That Could Use the Full Benefit

Although the first fiscal year 2021-22 is a half year, not every eligible student living
below the 100% federal poverty level will be able to obtain LEAP funding in the first
year. The next scenario shows the number of eligible students that would benefit
from LEAP if they applied for $500, $1,000 or $1,500 each fiscal year. By fiscal year
2024-25, approximately 94,600 eligible students could be approved for $1,500 or
approximately 283,860 eligible students could be approved for $500.

Figure 10
How Far Could LEAP Reach Each Fiscal Year?
Fiscal Revenue | # Students % # Students % # Students %
Year Available | Receiving | Students| Receiving | Students | Receiving | Students
$500 $1,000 $1,500

2021-22* |$50.22 M 100,400 12% 50,220 6% 33,480 4%
2022-23 $98.19 M 196,380 24% 98,190 12% 65,460 8%
2023-24 $124.29 M| 248,580 30% 124,290 15% 82,860 10%
2024-25 $141.93 M| 283,860 35% 141,930 17% 94,620 12%

Figure 11 shows the number of students that could benefit from the LEAP program with
use of the full benefit. In fiscal year 2021-22, about 4% of students could benefit from
LEAP. However, by fiscal year 2024-25, roughly 12% of students could benefit from LEAP.

Figure 11

Common Sense Institute
www.commonsenseinstituteco.org



e

INSTITUTE

Reach of LEAP

The number of students approved for $1,500 that could benefit from LEAP funding
annually.
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What if Half of Students in Each Income Level Apply for $1,500 of LEAP
Funding?

In fiscal year 2021-22, if 50% of all eligible students in each level of poverty
applied for and received $1,500, 33,480 students would receive LEAP funding.
Some eligible students between 100% and 200% below the federal poverty level
would be able to receive LEAP funding by fiscal year 2022-23. At full
implementation of the tax, if only 50% of each income level apply for the full LEAP
benefit, only students up to 200% of the federal poverty level would theoretically
be awarded funds given the priority for low-income students.

Figure 12

50%o0 of Each Level Apply for $1,500

Federal Poverty Level
100% | 150% | 200% | >200%
Fiscal LEAP # Students Receiving $1,500
Year Funding
2021-22%* $50.22 M 33,480 0 0 0
2022-23 $98.19 M 45,015 20,446 0 0
2023-24 $124.29 M 45,015 37,846 0 0
2024-25 $141.93 M 45,015 49,606 0 0
*Half year
States with Similar Programs
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Alaska, Massachusetts, Nevada and Oregon have similar programs to fund out-of-
school opportunities for students. Alaska allocates 12.5% of its marijuana sales
revenue to fund after school programs for students. ** Massachusetts’ Bill S.260
directs 3% of all purchases of marijuana products to the After School and Out-Of-
School Time Opportunity Fund for students. > Nevada’s 215t Century Community
Learning Center Program granted over $7 million to 13 partners across Nevada to
create after school activities designed to complement the students’ current
academic programs and resources. ** Oregon’s Measure 110 allocates 40%
marijuana tax revenue to the State School Fund. ¥

Figure 13
States with Similar Learning Enrichment Programs
State Program Revenue Allocation for Education
Alaska Marijuana and Education 12.5% of its marijuana revenue
Treatment Fund
Colorado (Proposed) LEAP 5% tax increase for certified

providers of learning enrichment

Massachusetts After School and Out-of-School 3% of all purchases of
Time Opportunity Fund marijuana products
Nevada 215t Century Community Over $7 million granted by the
Learning Center Program Nevada Department of Education to
13 partners across Nevada
Oregon Measure 110 40% of marijuana tax revenue

to the State School Fund

Conclusion

Out-of-school learning opportunities funded through the LEAP program could
provide a powerful educational resource for Colorado students to address COVID-19
learning loss and close persistent achievement gaps.

The modeling results show that a student who is given the maximum benefit of
$1,500 could receive about 2.5 hours of tutoring per week of the academic year.
This equates to nearly 80 hours of tutoring during the school year. By fiscal year
2024-25, the LEAP program could provide out-of-school learning funds for about
94,600 Colorado students using the full benefit.

The LEAP program is financed through a phased 5% tax increase on recreational
marijuana and a small transfer from the Colorado General Fund in an amount
corresponding to state land revenues.
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