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DENVER

SINESS JOURNAL

Sales-tax exemption for telecom a possibility

Friday, January 1, 2010 - Denver Business Journal - by Greg Avery

Lawmakers may be asked to exempt telecommunications equipment purchases from state taxes in the
upcoming session. '

Such a bill would come amid debate over eliminating existing tax exemptions in a bid to shore up state
finances.

Bill Soards, AT&T’s Colorado president, has been asking legislators for months to support the idea. He said 24
states have taken similar steps as an incentive for companies to invest in local telecom infrastructure.

“It just puts Colorado at a disadvantage to have this,” he said.

Broadband infrastructure investment is increasingly seen as a key economic development tool in an era when
businesses rely on digital communication.

The tax exemption idea for telecom gear has failed in previous sessions.

Senate President Brandon Shaffer, D-Longmont, proposed an exemption for purchases
over $500 in last year's session. It would've been phased in over three years, ultimately
saving businesses from having to pay $6.6 million in state sales and use taxes annually,
according to state projections. The bil] died in committee.

Creating a new tax exemption will be a tough sell in this year’s budget-cutting session,
Shaffer said, but exempting broadband infrastructure does make economic scnse.

“I'think it's generally the right thing to do,” Shaffer said.

Soards knows tight budgets will make it hard for lawmakers to approve an exemption. He's optimistic that the
long-term prospects for it are good.

“I'm just encouraged policymakers are paying more and more attention to broadband,” Soards said. “As we ail
know, it’s not going away.”

Other likely telecom-related legislation includes a measure to add pre-paid mobile phones to the list of
telecommunications services that have to pay into the state’s 911 emergency seivice fund.

Pcople with land line telephone, traditional mohile phone service and Voice-over-Internet Protocol al] payv into
the 911 fund through monthly bills.

Pre-paid mobile phone service —- such as what's offered by Cricket, ATST's Go Phone and others — has no
fong-term contracts or monthly billing, A customers buys a mobile phone with o pre-set mumber of mingtes
thit can be used. They have hecome popular in the pust couple vears. and they don't puy into the fund that
subsidizes the 911 system throughout Colorade.



What does $100 Million Spent for
Telecommunication Equipment
Buy?

$110 Million in Nebraska

S&U Refund
+ a 10% credit *

$100 Million in Arizona & Minnesota

S&U Exemption

$93.5 Million in Colorado **

$2.7 Million State Tax (2.9%)

Oura® $1.9 Million County Tax (2%)
$1.92 Municipal Tax (2%)

* Advantage Nebraska
*Amount purchased = $100 / (1+2.9%+ 2% + 2%)) = $93.5



Golorade and United States

Falling Behind

“We need high speed Tnternet for our homes, schools,
hospitals, and workplaces. But most ULS. Interner
connections are far too slow o send and receive
large files for medical monitoring, to run a home-
based business, or for multi-media distance learning,
America is falling behind our industrialized peers at
a tme when we should be growing our competitive-
ness with the rest of the world.

The United States is 15th behind other industrial-
ized countries in high speed Internet adoption,
and 28th in Internec speeds.

Golorado Speed Test Besulls

Over the last year, people who live in Colorado have
gone to speedmatters.otg to see the speed of their
Internet connection. The results show thae people
who live in Colorado, like those of the endre coun-
try; lag behind. The results also show that there is a
digital divide in high-speed Internet contectons.

Coloradp Internet Speed fest

E-v 3
fii? Speed Matters

Golorads Quick Sizis

Average Downlead Speed, 2009

Golarade
United States F:
Germany
Netherands |
Sweten :
Japan

South Karea b

(megabits per second}
The average upload speed in Colarado is 1.3 mbps.

25

World Average Download Speed
Ranking {megabits per secand)
1 South Korea 20.4
2 Japar 15.5
5 Sweden 12.8
9 Nsihedands 110
13 Germany 8.3
28 United Stalas 5.1
COLORADO 5.3

Mosi Golorado Residenis Bave Slow Speed

Download Speed Range % af Colorade

Averape download sneed by zip sede. |
There were no iests in unshaded

dreas.

1ess4han 768 kbps 16%
768 kbops to 6 mbps 29%
6to 10 mbps 1%
10 to 25 mbps 13%
Greater than 25 mbps 0%

ULS data from speedmatiers, ort fest rosults.
tnfernativnal data from spezdfast e,

one diraclion.

- Less than 768 khps
"> 768 kbps to & mbps
zErd 6 mips fo 10 mbps
Wiore than 18 mbps
1 Gounty boundaries

August 2008




