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SALES & USE TAX EXEMPTION FOR CERTAIN IT EQUIPMENT

Fiscal Impact Summary*

FY 2014-2015

FY 2015-2016

State Revenue

($1.4 million)

General Fund

(1.4 million)

State Expenditures
General Fund
Centrally Appropriated Costs**
FTE Position Change

$61,301

$39,651

55,877

33,955

5,424

5,696

0.5 FTE

0.5 FTE

Appropriation Required: $36,307 - OEDIT (FY 2014-15), $19,570 - DOR (FY 2014-15)
* This summary shows changes from current law under the bill for each fiscal year. Transfers and diversions result
in no net change to state revenue. Parentheses indicate a decrease in funds.
** These costs are not included in the bill's appropriation. See the State Expenditures section for more information.

Summary of Legislation
As amended by strike-below Amendment L.001, this bill creates a sales and use tax
exemption for information technology equipment used in qualified data centers. The sales tax
exemption will be available starting July 1, 2015, and would apply to computers, data storage
equipment, cooling systems, power infrastructure, and racking systems. Qualified data centers
must be used primarily to house information technology equipment and be at least 25,000 square
feet in size. To qualify for the exemption, new data centers must invest at least $30 million over
five years and refurbished data centers must invest at least $15 million over two years. The
investment amounts are for the total construction costs of the data center, including the building
and structure, cooling equipment, and information technology equipment. Data centers must be
certified by the Colorado Office of Economic Development and International Trade (OEDIT) before
they can receive the exemption.
Existing data centers may qualify for the exemption from investments made between
June 30, 2010, and July 1, 2015, and refurbished data centers would qualify because of
investments made between June 30, 2013, and July 1, 2015. The OEDIT may certify these
existing facilities, which would exempt the purchase of information technology equipment after
July 1, 2015, from sales and use taxes. However, these facilities would not qualify for a refund for
taxes paid prior to July 1, 2015.
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State Revenue
This bill would reduce sales and use tax collections by $1.4 million in FY 2015-16 and
$1.5 million in FY 2016-17.
Assumptions. Based on information provided by a CPA firm with data center clients, it is
estimated that one data center and one refurbished data center in Colorado would qualify for the
exemption each year. The new data centers are assumed to make a $30 million investment in
information technology equipment and the refurbished data centers are assumed to make a
$15 million investment in information technology equipment. Their purchases of information
technology equipment would be exempt from sales and use taxes for 20 years.
In addition, it is assumed that there are four existing data centers or refurbished data
centers that would qualify for the exemption based on investment made prior to July 1, 2015. Any
new or replacement technology would be exempt from sales and use taxes for 20 years after the
data center was built. For this fiscal note, it is assumed that existing data centers make $1 million
in investment per year that would be exempt from sales and use taxes because of this bill.
Table 1 shows the expenditures that would be exempt from sales and use taxes in
FY 2015-16 and FY 2016-17.
Table 1
Estimated Exempt Expenditures Under HB 14-1389
Millions of Dollars
FY 2015-16
Maintenance
and
Replacement

FY 2016-17

Assumption

$4.0

$6.0

Four existing data centers would qualify for the
exemption starting in FY 2015-16. This number is
assumed to increase as new qualified data centers
are built.

New Data
Centers

$30.0

$30.0

One new data center is assumed to be built per
year. The exemption will apply in the year that the
data center is started.

Refurbished
Data Centers

$15.0

$15.0

One refurbished data center is assumed to be built
per year. The exemption will apply in the year that
the data center is started.

Total

$49.0

$51.0

Applying the state's 2.9 percent sales tax rate to the exempt sales in Table 1, sales and use
tax revenue would be reduced $1.4 million in FY 2015-16 and $1.5 million in FY 2016-17.
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State Expenditures
This bill will require $41,731 to administer in FY 2014-15 and $59,221 in FY 2015-16.
Table 2. Expenditures Under HB 14-1389
Cost Components
Personal Services

FY 2014-15
$33,480

$33,480

0.5

0.5

$22,397

$475

$19,570

$0

$2,827

$475

$5,424

$5,696

$55,877

$33,955

FTE
Operating Expenses
Department of Revenue
OEDIT
Centrally Appropriated Costs*
TOTAL

FY 2015-16

* Centrally appropriated costs are not included in the bill's appropriation.

Assumptions. The Department of Revenue will need to modify the state's tax
administration software to accept a sales tax exemption for qualified data centers. This will require
95 hours of testing and development from the software vendor, costing $19,570 in FY 2014-15.
The bill requires the Office of Economic Development and International Trade to certify that
a data center meets the requirements for the exemption and notify the Department of Revenue and
the data center that it has qualified for the exemption. Prior to finalizing the certification, the Office
shall consult with the Economic Development Commission. Every six years, the Office of
Economic Development will provide the General Assembly with estimates of the economic benefits
of the sales and use tax exemption. The Office of Economic Development and International Trade
will hire an addition 0.5 FTE to administer the certification process, which will require $33,480 in
personal services each year and $2,827 in operating expenses in FY 2014-15 and $475 in FY
2015-16.
Centrally appropriated costs. Pursuant to a Joint Budget Committee policy, certain costs
associated with this bill are addressed through the annual budget process and centrally
appropriated in the Long Bill or supplemental appropriations bills, rather than in this bill. The
centrally appropriated costs subject to this policy are estimated in the fiscal note for informational
purposes and summarized in Table 3.
Table 3. Centrally Appropriated Costs Under HB 14-1389*
Cost Components
Employee Insurance (Health, Life, Dental, and Short-term Disability)
Supplemental Employee Retirement Payments
TOTAL
*More information is available at: http://colorado.gov/fiscalnotes

FY 2014-15

FY 2015-16

$3,369

$3,369

2,055

2,327

$5,424

$5,696
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Local Government Impact
Because this sales and use tax exemption for local governments is voluntary, local
governments will only be affected if they choose to adopt the sale and use tax exemption.

Effective Date
The bill takes effect August 6, 2014, if the General Assembly adjourns on May 7, 2014, as
scheduled, and no referendum petition is filed. The exemption applies to information technology
equipment purchased on or after July 1, 2015.

State Appropriations
For FY 2014-15, the Office of Economic Development and International Trade requires a
General Fund appropriation of $36,307 and 0.5 FTE. The Department of Revenue requires a
General Fund appropriation of $19,570 in FY 2014-15.

State and Local Government Contacts
Revenue

OEDIT

Municipalities

Counties

RTD

