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HB 1251 Concerns Reforms to the Enterprise Zone Investment
Income Tax Credit

The Enterprise Zone Investment Tax Credit (ITC) is one of 10 different
tax credits offered through the Colorado Enterprise Zone Program.

Under current statute, this specific credit allows a business taxpayer
within an Enterprise Zone to claim an I'TC that is equal to 3% of the
business taxpayer’s total qualified investment during an income tax year.

Then, the business taxpayer is allowed to claim a qualified ITC for the
first $5,000 of income tax liability, plus an amount equal to 50% of the
business taxpayer's tax liability in excess of $5,000. These credits, ITCs,
can be carried forward for 12 years.

This bill will limit the amount of Enterprise Zone I'TC that a business
taxpayer may claim to $500,000 per vear. Except, the bill will allow any
business taxpayer eligible for an ITC to appeal to the Colorado
Economic Development Commission for permission to claim a credit in
excess of the $500,000 limit. The Commission can grant an amount
above the $500,000 tax credit based on evidence that the additional
income tax credit is a substantial factor to the start-up, expansion, or
relocation of the taxpayer’s business in the enterprise zone. The bill does
not change the 12-year carry forward provision.

e Four to five thousand business investments claim this credit
each year. Important to note is the vast majority of credits
are worth less than $100,000, meaning that Colorado’s small
and agricultural business communities will not be impacted
by this bill.

¢ And, the Colorado Enterprise Zone Program will remain the
state’s largest economic development program.



Why is Enterprise Zone Income Investment Tax Credit Reform
Necessary? Recent Denver Post articles have pointed out some important facts:

¢ Enterprise Zones, created to spark economic development
and job growth in the poorest areas of the Colorado, now
cover around 70 % of the state. (The business taxpayers in
the remaining 30% of Colorado are the real losers here!)

e In 2010, companies filed requests for tax credits totaling $75-
million for making capital investments or training workers in
enterprise zones. Those companies created 564 jobs — a cost of
nearly $133,000 per job.

e Since the end of 2004, companies participating in the
program cut jobs more than 4,000 times while claiming
credits.

¢ Additionally, an attached table shows that some of the largest
corporations are now the biggest beneficiaries in Enterprise
Zones. In 2010, 27 projects (around one-half of one percent)
were approved for about 60% of the total investment tax
credit.

In the tough economic times that Colorado has faced in the past
few years - making necessary cuts to education and public safety,
among other programs - the Enterprise Zone Program’s apparent
bad record in creating jobs, and very large tax expenditurcs have
caught the attention of many who question its cost-effectiveness.

I strongly believe that we need to reform the Enterprise Zone Act
now, or risk loosing the program all together. I ask you for a YES
vote on HB 1251! State Rep. Dickey Lee Hullinghorst, Sponsor



