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Kansas SB 51 RESPONSES TO QUESTIONS AND

SUPPORTING TESTIMONY

March 10, 2025
Rep. Adam Smith, Chair
Committee on Taxation
Kansas House of Representatives

Chair Smith and members of the committee:

Thank you for allowing us to testify before your committee on March 6, in support of SB 51 to create a

data center sales tax incentive program for Kansas. Our full written testimony is here, and below we
offer responses to questions and discussion at your March 6 hearing.

First, we would like to add some context for the data

center exemption program proposed in SB 51, relative to

existing incentive programs in surrounding states that m
compete with Kansas for large economic development n
projects.

Kansas and Colorado have no sales tax exemption —“W

program for data centers, and there are no large data
centers in either state. However, surrounding states do
have data center sales tax exemptions on equipment,
electricity, or both, as shown in the table below.

Investment Thresholds Tax Exemptions Term
Colorado - No exemption (and no data centers) -
Utah 150,000 square feet | Equipment & construction costs, and | Permanent

electricity if under a tariff

Wyoming S 50 million Equipment & construction costs Permanent

Nebraska S 250 million Equipment & construction costs Permanent

lowa S 200 million Equipment & construction costs, and | Permanent
electricity



https://kslegislature.gov/li/b2025_26/measures/sb51/
https://netchoice.org/netchoice-testimony-in-support-of-kansas-sb-51-on-data-center-taxation/
https://kslegislature.gov/li/b2025_26/measures/sb51/
https://le.utah.gov/~2016s3/bills/static/sb3002.html
https://law.justia.com/codes/wyoming/title-39/chapter-15/article-1/section-39-15-105/
https://imagine.nebraska.gov/wp-content/uploads/2022/05/Imagine-Brochure-Final-op.pdf
https://www.legis.iowa.gov/docs/ico/chapter/423.pdf

Investment Thresholds Tax Exemptions Term
Missouri S 25 million Equipment & construction costs, and |25 years (15+10)
electricity
Arkansas S 500 million Equipment & construction costs, and | Permanent
electricity
Oklahoma No threshold Equipment & construction costs Permanent
Texas S 500 million Equipment & construction costs, and | 20 years
Electricity
New Mexico No threshold Sales and Property Tax, using IRBs 30 years
Kansas SB51 S 250 million 15 years
(as proposed) | $ 500 million Equipment & construction costs 30 years
S 1 billion 60 years

As shown above, SB 51 would make Kansas competitive with surrounding states when it comes to
attracting hyperscale data centers, especially when competing with Colorado and Missouri. The
investment tiers in SB 51 could attract very large projects since they provide longer term certainty for
data and Al centers that would bring $ 500 million projects, and even those beyond a billion dollars.

Rep. Essex asked about the effect of Data Centers on Electric Utility Rates

Rep. Essex and others asked about the effect on electricity rates if Kansas attracts large new data and Al
center investment. In addition, the sole opposing witness from the Sierra Club offered observations
about historical electrical rates in Virginia and in Evergy’s service territory.

The authoritative source for this committee when it comes to Kansas electricity rates has to be the
largest public utility in Kansas — Evergy. In their testimony supporting SB 51, Evergy said,

“Because of their large volume electricity use, these large load customers, including data
centers, absorb a greater share of the fixed costs of operating grid infrastructure (power plants,
poles and wires), thus lowering rates for all customers. “

During the hearing, the Sierra Club claimed that Virginia’s electricity rates increased because of data
centers. That claim is provably false, according to Dominion Energy — the utility serving electricity to
more data centers than any utility on the planet. Dominion CEO Bob Blue explained that Virginia’s rates
are lower than national and regional averages:

“On the affordability front, when we compare ourselves to national averages, we have been
below the national average for residential customer rates for the last 18 years. Our residential
rates have grown by a little bit, more than 1% a year, and our commercial rates by a little less


https://www.kslegislature.gov/li/b2025_26/committees/ctte_s_cmrce_1/misc_documents/download_testimony/ctte_s_cmrce_1_20250130_08_testimony.html
https://kslegislature.gov/li/b2025_26/measures/sb51/
https://www.vedp.org/news/charting-cleaner-energy-future-virginia-conversation-bob-blue
https://ded.mo.gov/media/pdf/data-center-sales-tax-exemption-program-guidelines
https://arkleg.state.ar.us/Home/FTPDocument?path=%2FBills%2F2023R%2FPublic%2FHB1654.pdf
https://oklahoma.gov/content/dam/ok/en/tax/documents/forms/businesses/general/Packet-E.pdf
https://codes.findlaw.com/tx/tax-code/tax-sect-151-3595/
https://law.justia.com/codes/new-mexico/2021/chapter-3/article-32/section-3-32-1/
https://kslegislature.gov/li/b2025_26/measures/sb51/

than 1%, since 2010. The rate of inflation over that period has been about 2.6%. Relative to
other things that our customers are paying for, our rates are declining.”

“This summer, we were 21% below the national average. We're 36% below the East Coast
regional average. That’s for residential customers, but the story is the same for our industrial
customers. We're 16.7% lower than the national average and we’re 38.7% lower than the East
Coast rate. That’s important when we think about trying to attract businesses to Virginia. “

Moreover, in their 2024 study of Virginia’s data center industry, the Joint Legislative Audit Review

Commission (JLARC) found that Virginia ratepayers are not footing the bill for data centers, and that the
State Corporation Commission has the tools to continue to ensure ratepayer protection.

Water use by data centers

Hyperscale data centers can deploy a range of technologies to remove heat generated by storage servers
and Al processors. Cooling the equipment is the most energy intensive portion of the operation, and this
is an up-front design decision made based on local factors such as water availability, climate, and
elevation.

Most data centers use water-based cooling because it uses far less electricity than the conventional
air-conditioning in our homes and offices. For water-based cooling, 80% of water intake is returned to
the municipal system that provided the water. Approximately 20% of intake water evaporates into the
air above the data center, just like the evaporation of irrigation water and that for reservoirs and
swimming pools.

In their 2024 study of Virginia’s data center industry, the Joint Legislative Audit Review Commission

(JLARC) concluded, “Most data centers use about the same amount of water or less as an average large
office building, although a few require substantially more.”

Rep. Corbet asked about a chip plant in Coffey County that may be stalled
due to water issues

In 2023, EMP Shield announced it would seek CHIPS Act Federal funding to build a microprocessor
facility in Coffey County. After researching public records, there is no evidence of a water supply issue
impeding EMP’s application.

The permitting process for CHIPS Act funding is extremely complicated. Very few CHIPS projects have
been approved across the country and, according to public documents, the applicant meets with Coffey
County regularly to provide updates on the project.


https://jlarc.virginia.gov/landing-2024-data-centers-in-virginia.asp
https://jlarc.virginia.gov/landing-2024-data-centers-in-virginia.asp

Rep. Turner asked whether the job requirement in SB51 mandated salaries

SB 51 is silent on the minimum pay required to satisfy the minimum requirement for 20 new jobs.
According to Ziprecruiter and Salary.com, the average pay for an entry level data center technician is
$72,000 per year. The typical hyperscale data center will employ 150-250 operational employees, at
average annual salaries above $100,000.

Construction jobs are not described in SB51, but will be a major economic benefit of attracting new
hyperscale data and Al centers to Kansas. Mangum Economics estimates that a $750 million data center

will generate 1,200 construction jobs and pump $500 million into the local economy during construction.

Hyperscale data center campuses can maintain these construction jobs for a decade or more, since a
campus is designed to accommodate multiple data center buildings. For example, 700 members of the
Carpenters Union have been working on the Meta project in Missouri for 3 years, completing the first 2
of 9 buildings planned for the campus. These projects also employ hundreds of union workers in
electrical, HVAC, sheet metal, and concrete trades.

Rep. Francis asked about Industrial Revenue Bonds (IRB)

Nearly all states authorize issuance of an industrial revenue bond (IRB) by cities and counties in order to
attract new investment and employment. States have unique development incentive laws and the size of
projects varies. Hyperscale data center companies invest over a billion dollars to develop each campus,
and IRBs are sometimes used for long-term financing of land and infrastructure costs.

These hyperscale data center projects in Missouri and Oklahoma have used IRBs:

Missouri Port Authority of Kansas City Rocky Branch Creek Technology Park
Golden Plains Technology Park

Oklahoma Grand River Dam Authority MidAmerica Industrial Park

Rep. Clayton asked about prior legislation regarding data centers

HB 2450 in 2023 - Passed House Committee on Commerce, Labor, and Economic Development

SB 545 in 2024 - Passed Senate Committee on Commerce


https://drive.google.com/file/d/1ZL-XPVVyalcuMLnvKx4jIfpx-cKI30O0/view?usp=sharing

Thank you for giving us the opportunity to respond to questions the committee raised in your March 6
hearing. The legislature has been very thorough in its consideration of SB 51, and we believe the
legislation will provide significant benefits to Kansas and its citizens.

Please feel free to reach us should your committee have further questions.

Sincerely,

Steve DelBianco
President & CEO, NetChoice

Brad Smoot
Legislative Counsel, NetChoice
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