
 

Data Center Tax Incentive Bill Analysis 

The Illinois Chamber’s data center tax incentive language was inserted into SB 690 in the final days of 

session.  To reference the language, please refer to pages 37 – 47.  The bill can be found 

http://www.ilga.gov/legislation/101/SB/PDF/10100SB0690enr.pdf  

For more information, please contact the Chamber’s Technology Council Executive Director, Tyler Diers 

at tdiers@ilchamber.org or 217-522-5512 ext. 296 OR the Chamber’s Tax Institute Executive Director, 

Keith Staats at 217-522-5512 ext. 231 or kstaats@ilchamber.org  

 

Overview:  

This legislation creates a 100% state and local sales tax exemption for the purchasing of qualified 

tangible personal property for qualifying new and existing data centers.  In addition, this legislation 

creates an enhanced income tax credit for new data centers built in underserved areas.  Qualifying data 

centers must meet various capital investment targets, employ a certain amount of people, and meet 

various energy building standards.  Qualifying data centers making rehabilitation or new construction 

must enter into project labor agreements.  Qualifying data centers must report various tax benefits to 

the Department of DCEO.  DCEO shall submit a report to the General Assembly and the Governor yearly 

on the programs progress.  The program sunsets after 10 years but any agreement entered with DCEO 

may last up to 20 years.   

 

Analysis: 

The Department of Commerce and Economic Opportunity (DCEO) shall issue certificates from Retailers’ 

Occupation Tax, the Use Tax Act, the Service Use Tax Act, the Service Occupation Tax Act, all locally-

imposed retailers’ occupation taxes, the Chicago non-titled Use Tax, and credit against taxes under the 

Illinois Income Tax Act to qualifying data centers. 

Definitions 

Data Centers are defined as a facility whose (1) primary services are the storage, management, and 

processing of digital data; and (2) that is used to house (i) computer and network systems, including 

associated components such as servers, network equipment and appliances, telecommunications, and 

data storage systems, (ii) systems for monitoring and managing infrastructure performance, (iii) 

Internet-related equipment and services, (iv) data communications connections, (v) environmental 

controls, (vi) fire protection systems, and (vii) security systems and services. 

Qualifying data center means a new or existing data center that is (1) is located in the State of Illinois; (2) 

in the case of an existing data center, made a capital investment of at least $250,000,000 collectively by 

the data center operator and the tenants of all of its data centers over the 60-month period 

immediately prior to January 1, 2020 or committed to make a capital investment of at least 

$250,000,000 over a 60-month period commencing before January 1, 2020 and ending after January 1, 

2020; or (3) in the case of a new data center, makes a capital investment of at least $250,000,000 over a 

60-month period; and (4) in the case of both existing and new data centers, results in the creation of at 
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least 20 full-time or full-time equivalent new jobs over a period of 60 months by the data center 

operator and the tenants of the data center, collectively, associated with the operation or maintenance 

of the data center; those jobs must have a total compensation equal to or greater than 120% of the 

median wage paid to full-time employees in the county where the data center is located, as determined 

by the U.S. Bureau of Labor Statistics; and (5) is carbon neutral or attains certification under one or more 

of the following green building standards: (A) BREEAM for New Construction or BREEAM In-Use; (B) 

ENERGY STAR; (C) Envision; (D) ISO 50001-energy management; (E) LEED for Building Design and 

Construction or LEED for Operations and Maintenance; (F) Green Globes for New Construction or Green 

Globes for Existing Buildings; (G) UL 3223; or (H) an equivalent program approved by the Department of 

Commerce and Economic Opportunity. 

"Full-time equivalent job" means a job in which the new employee works for the owner, operator, 

contractor, or tenant of a data center or for a corporation under contract with the owner, operator or 

tenant of a data center at a rate of at least 35 hours per week. An owner, operator or tenant who 

employs labor or services at a specific site or facility under contract with another may declare one full-

time, permanent job for every 1,820 man hours worked per year under that contract. Vacations, paid 

holidays, and sick time are included in this computation. Overtime is not considered a part of regular 

hours.  

"Qualified tangible personal property" means: electrical systems and equipment; climate control and 

chilling equipment and systems; mechanical systems and equipment; monitoring and secure systems; 

emergency generators; hardware; computers; servers; data storage devices; network connectivity 

equipment; racks; cabinets; telecommunications cabling infrastructure; raised floor systems; peripheral 

components or systems; software; mechanical, electrical, or plumbing systems; battery systems; cooling 

systems and towers; temperature control systems; other cabling; and other data center infrastructure 

equipment and systems necessary to operate qualified tangible personal property, including fixtures; 

and component parts of any of the foregoing, including installation, maintenance, repair, refurbishment, 

and replacement of qualified tangible personal property to generate, transform, transmit, distribute, or 

manage electricity necessary to operate qualified tangible personal property; and all other tangible 

personal property that is essential to the operations of a computer data center. "Qualified tangible 

personal property" also includes building materials physically incorporated in to the qualifying data 

center. 

Program  

New and existing data centers seeking a certificate of exemption new or existing facilities shall apply to 

the Department in the manner specified by the Department. The Department shall determine the 

duration of the certificate of exemption awarded under this Act. The duration of the certificate of 

exemption may not exceed 20 calendar years. The Department and any data center seeking the 

exemption, including a data center operator on behalf of itself and its tenants, must enter into a 

memorandum of understanding that at a minimum provides: (1) the details for determining the amount 

of capital investment to be made; (2) the number of new jobs created; (3) the timeline for achieving the 

capital investment and new job goals; (4) the repayment obligation should those goals not be achieved 

and any conditions under which repayment by the qualifying data center or data center tenant claiming 

the exemption will be required; (5) the duration of the exemption; and (6) other provisions as deemed 

necessary by the Department.  



 

In the case of new data centers only, the taxpayer is entitled to a credit for income taxes. The amount of 

the credit shall be 20% of the wages paid during the taxable year to a full-time or part-time employee of 

a construction contractor employed by a certified data center if those wages are paid for the 

construction of a new data center in a geographic area that meets any one of the following criteria: (1) 

the area has a poverty rate of at least 20%, according to the latest federal decennial census; (2) 75% or 

more of the children in the area participate in the federal free lunch program, according to reported 

statistics from the State Board of Education; (3) 20% or more of the households in the area receive 

assistance under the Supplemental Nutrition Assistance Program (SNAP); or (4) the area has an average 

unemployment rate, as determined by the Department of Employment Security, that is more than 120% 

of the national unemployment average, as determined by the U.S. Department of Labor, for a period of 

at least 2 consecutive calendar years preceding the date of the application. 

New and existing data centers seeks a certificate of exemption related to the rehabilitation or 

construction of a data center must require the contractor and all subcontractors to enter into a project 

labor agreement pursuant to Section 30-22 of the Procurement Code.   

Reporting 

Beginning July 1, 2021, and each year thereafter, the Department shall annually report to the Governor 

and the General Assembly on the outcomes and effectiveness of this program by including the following: 

(1) the name of each recipient business; (2) the location of the project; (3) the estimated value of the 

credit; (4) the number of new jobs and, if applicable, retained jobs pledged as a result of the project; and 

(5) whether or not the project is located in an underserved area.  

Data Centers are must annually report to the Department the total data center tax benefits that are 

received by the business. Reports are due no later than May 31 of each year and shall cover the previous 

calendar year. The first report is for the 2019 calendar year and is due no later than May 31, 2020.  

Failure to file a report under this subsection (h) may result in suspension or revocation of the certificate 

of exemption. 

Sunsets an Effective Date  

The program sunsets Jul 1, 2029 but the sunset does not affect any existing agreement.  Agreements 

may last up to 20 years.   

The program is effective immediately.   

Administrative rulemaking would need to occur before certificates of exemption maybe offered.   

 

Background: 

What started out as a Chamber initiative 5 years ago, continues to be a legislative priority for our 

organization.  

In anticipation of a new Governor and renewed focus on economic development, the Illinois Chamber 

Foundation released an economic impact study that analyzed the potential impact a data center 

incentive would have on the state.  The report can be found here.  

https://ilchamber.org/Resources/26573492-8f6c-40e4-ad7d-893251081c86/IL%20Data%20Centers%20Incentives%20Report%20Final.pdf


 

The Chamber launched a earned media campaign to build support and lead a coalition of 150+ data 

center industry leaders on a lobbying campaign to secure the passage of this credit.  

 

Current Law:  

Prior to the passage of this legislation, Illinois had no data center tax incentive.  

Illinois, however, has an enterprise zone program that exempts the sales taxes on the building materials 

for the construction of would-be data centers.   

 


