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DEPARTMENT OF REVENUE 
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1 CCR 201-13 

[Editor’s Notes follow the text of the rules at the end of this CCR Document.] 

_________________________________________________________________________ 

ENTERPRISE ZONE REGULATIONS 

Regulation 39-30-103.5.  Credit allowed against income tax for contribution to enterprise zone 
administrator to implement economic development plan. 

(a)   Credit allowed.  A credit is allowed against Colorado income tax for monetary or in-kind contributions 
to an enterprise zone administrator or to a project, program or organization certified by a zone 
administrator to receive such contributions. 

(b)   Use of contribution.  No credit will be allowed for a contribution that is used for a purpose that directly 
benefits the contributor. The contribution must be used for a purpose that is directly related to job 
creation, job preservation, or the promotion of temporary, emergency, or transitional housing 
programs for the homeless. Effective January 1, 2003, contributions used to promote community 
development projects will also qualify. 

(c)   Computation of the credit. 

(1)  The contribution credit for taxable years beginning prior to 1996 was limited to 50% of the 
value of the contribution. For taxable years beginning on or after January 1, 1996, the 
credit is limited to 25% of the value of the contribution. 

(2)  Credit for in-kind contributions are allowed at one-half the rate that would have been allowed 
for a monetary contribution of the same value. Thus where a 50% cash contribution credit 
would have been allowed, an in-kind contribution will create a credit of 25% of the value 
of the contribution; or where a 25% credit would have been allowed for a cash 
contribution, an in-kind credit will be 12.5% of the value of the contribution. 

(3)  Combined cash and in-kind contributions will generate credits at rates ranging from the cash 
credit to the in-kind credit rate depending on the proportions of the components. The 
credit will be the smaller of: (A) 100% of the cash contribution plus 12.5% of the total 
value of the combined contribution or $50,000; (B) 25% of the total value of the combined 
contribution; or (C) $100,000. 

(d)   Limitation on amount of credit that may be generated. Carryovers.  The amount of credit that may be 
generated in any one tax year may not exceed $100,000. The amount of credit that may be 
generated in any one tax year by inkind contributions may not exceed $50,000. If the amount of 
credit generated in one tax year exceeds the amount of tax, the excess may be carried forward 
for up to five tax years. 

(e)  Examples: 

(1)  Under the 25% credit limitation rules, the contribution of inkind property with a value of 
$100,000 will create a credit of $12,500. 
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(2)  If in addition to the $100,000 of in-kind property, $10,000 in cash is contributed, the credit 
becomes $23,750 computed as follows: 

Cash $10,000 

In-Kind @ 12.5% of total 
contribution 

$13,750 

Total credit $23,750 

 

(3)  However, once the credit for in-kind contributions hits the $50,000 limitation, the effect of 
additional cash contributions becomes limited: 

 $400,000 In-Kind Contribution plus: No Cash $ 10,000 Cash $ 100,000 Cash 

1. Cash Contribution $ 0 $ 10,000 $ 100,000 

2. In-Kind Contribution $ 400,000 $ 400,000 $ 400,000 

3. Total Contribution $ 400,000 $ 410,000 $ 500,000 

4. Smaller of 50% or $    100,000 $ 100,000 $ 100,000 $ 100,000 

5. Limitation on In-Kind Credit $ 50,000 $ 50,000 $ 50,000 

6. Allowable In-Kind Credit $ 50,000 $ 50,000 $ 50,000 

7. Limitation on Cash Credit $ 50,000 $ 50,000 $ 50,000 

8. Allowable Cash Credit $ 0 $ 10,000 $ 50,000 

9. Total Credit $ 50,000 $ 60,000 $ 100,000 

 

(f)   Contributions to promote employment for the homeless. 

(1)  Contributions made to enterprise zone administrators or to projects, programs, or 
organizations certified to receive direct donations for the purpose of promoting 
employment for homeless persons in enterprise zones may qualify for the enterprise 
zone contribution tax credit. 

(2)  To be eligible to receive assistance from tax-credited contributions to enterprise zone 
administrators, an organization must meet the following criteria: 

(A)  Housing - An organization must offer temporary, emergency, or transitional housing 
for the homeless. 

(B)  Support services - In addition, a participating organization must have a regular on-
going program offering child care, job placement, counseling, and/or other 
services appropriate to its clientele which support placement of the homeless in 
permanent employment. 
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(C)  Referrals - The law allows an organization to meet the requirement for support 
services by offering referrals to such services. In this case, there should be a 
written agreement or letter substantiating the status of the relationship between 
the referring homeless provider and the referred-to support service organization. 
The agreement or letter should indicate that such referrals are appropriate and 
accepted subject to the same general conditions that would apply to other 
potential clientele of the referred-to organization. 

(3)  The statute authorizes the contributions "for the purpose of promoting employment for 
homeless persons in the enterprise zones." The required connection to the geography of 
an existing zone may be met by: 

(A)  The location within a zone of an organization's housing and employment support 
services. 

(B)  If the housing is not within a zone, demonstration to the enterprise zone 
administrator's satisfaction of a significant level of service in the zone. This may 
be shown by the location within the zone of an organization's facility offering 
employment referrals, counseling, and training; and/or clientele drawn from within 
the zone. 

(C)  In the case of an organization that provides services both within and outside of a 
zone, documentation to the enterprise zones administrator's satisfaction that the 
prorated or allocated costs providing services within the zone equal or exceed 
the amount of funds derived from enterprise zone contributions. 

(g)   Certificate of value and use.  Any income tax return filed with the Department of Revenue wherein 
the taxpayer is claiming a credit for contribution to an enterprise zone administrator of $250 or 
more must contain a certificate signed by the enterprise zone administrator or an official of the 
project, program, or organization certified to receive direct donations showing the value of the 
contribution and the use to which the contribution will be put. 

Regulation 39-30-104  ENTERPRISE ZONE INVESTMENT TAX CREDIT 

1)   Credit allowed 

a)  For income tax years commencing on or after January 1, 1986, a Colorado income tax 
investment tax credit is allowed with respect to investments in qualified property as 
defined in section 48 of the internal revenue code which is first placed in service during 
the tax year in a Colorado enterprise zone and is used solely and exclusively in such 
enterprise zone for at least one year. The amount of the credit is three percent of the 
qualified investment in such property as defined in section 46 of the internal revenue 
code. To the extent the qualified investment is limited for any reason for federal income 
tax purposes, such limitation shall apply for Colorado income tax purposes. For example, 
only sixty percent of the investment in 3-year ACRS recovery property may be used to 
compute the enterprise zone investment tax credit; the qualified investment in used 
property is limited to $150,000 per year, and any amounts expensed under section 179 of 
the internal revenue code do not qualify. Claiming the enterprise zone investment tax 
credit will have no effect on the taxpayer's basis in the property. 

b)  Leased property. 

i)  The owner of the property may elect to pass on the investment credit to the lessee of 
the property if the leased property is new section 38 property both to the owner 
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and to the lessee. A lessor cannot pass on the credit for used property to the 
lessee. 

ii)  Non-corporate lessors and S corporation lessors are eligible for the enterprise zone 
investment credit only if: (1) the leased property has been manufactured or 
produced by the lessor, or the term of the lease is less than 50 percent of the 
January 1, 1986 asset depreciation range (ADR) class life for recovery property 
(useful life for other property) of the leased property; and (2) the lessor's 
business expense deductions (other than rental payments and reimbursed 
expenses) related to the property are more than 15 percent of the rental income 
from the property for the first year of the lease. 

iii)  When new section 38 property with an ADR class life of more than 14 years is leased 
(not a net lease) for a period which is shorter than 80 percent of its class life, the 
lessor may pass through to the lessee only that portion of the credit which the 
lease period covers. 

iv)  The investment tax credit will not be allowed when a tax-exempt organization sells 
depreciable property to pass the tax benefits to the new owner and then leases 
back the property. 

c)  If qualifying property is used for business purposes outside of the enterprise zone during the 
twelve-month period immediately following the date the property was first placed in 
service, the enterprise zone investment tax credit will not be allowed with respect to such 
property. If an income tax return has already been filed claiming the credit, an amended 
return must be filed forfeiting such credit and any carrybacks and carryforwards must be 
recomputed as appropriate. Moving the property outside the zone for repairs will not 
disqualify the property. Neither will moving the property from one zone to another. 

2)   Limitations on credit; carrybacks and carryovers 

a)  For tax years beginning prior to January 1, 1996, the amount of enterprise zone investment 
tax credit that may be claimed for any tax year was limited to an amount equal to the first 
$5,000 of tax liability plus 25% of the tax liability in excess of $5,000 minus the amount of 
any "old" (section 39-22-507.5) investment tax credit claimed for the same tax year. 
Excess credits could be carried back three years and forward seven. 

b)  For tax years beginning on or after January 1, 1996, the amount of enterprise zone investment 
tax credit that may be claimed for any tax year is limited to an amount equal to the first 
$5,000 of tax liability plus 50% of such tax liability in excess of $5,000 minus the amount 
of any "old" (section 39-22-507.5) investment tax credit claimed for the same tax year. 
Excess credits may be carried back three tax years and forward twelve. 

c)  For tax years beginning on or after January 1, 2011 but prior to January 1, 2014, the total 
credit used to offset tax cannot exceed $500,000 for the tax year. The portion of any 
credit deferred due to the $500,000 limitation in tax years 2011-2013 may be carried 
forward one additional year for each tax year the deferral applies. 

d)  The enterprise zone investment tax credit and the section 39-22-507.5, "old investment tax 
credit", may not be claimed with respect to the same expenditure. But there is no 
restriction as to claiming the enterprise zone investment tax credit and the section 39-22-
507.6, "new investment tax credit", on the same expenditure. 

3)   Relocation facility.  For tax years beginning on or after January 1, 1997, no enterprise zone 
investment tax credit will be allowed for any expenditures resulting from the relocation of a facility 
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from a location in Colorado to a location in an enterprise zone. This rule shall not apply if during 
the relocation, the new facility meets one of the criteria for determining an expansion facility: a 
$1,000,000 or 100% investment increase or a 10 employee or 10% employee increase. 

4)   No recapture required.  There are no recapture provisions relative to the enterprise zone investment 
tax credit. 

5)   Certificate of location.  Taxpayers claiming an enterprise zone credit in excess of $450 must attach 
to their income tax return a certificate from the zone administrator verifying that the taxpayer's 
place of business is located within the enterprise zone. The certificate must be provided in the 
manner requested by the Department in the case of electronically filed returns. No certificate will 
be issued for the credit for motor vehicles specified in paragraph 7) below because the Colorado 
Economic Development Commission (EDC) will provide information on available credits to the 
Department electronically. Credits will not be allowed unless that taxpayer is specifically listed in 
the electronic submission from the EDC. 

6)   Federal references.  References in this regulation to the internal revenue code means the internal 
revenue code as it existed prior to the enactment of the “Revenue Reconciliation Act of 1990". 

7)   Qualified commercial vehicles 

a)  For tax years beginning on or after January 1, 2011, a commercial truck, truck tractor, tractor, 
or semitrailer and any parts for such vehicle purchased at the same time will qualify for a 
limited enterprise zone investment tax credit if it meets all of the following: 

 Sold as a new vehicle on or after July 1, 2011 

 Model year 2010 or later 

 54,000 lbs. GVW or greater 

 Designated as Class A personal property 

 Licensed and registered in Colorado 

 Predominantly housed and based at the taxpayer’s business trucking facility 
located within an enterprise zone for at least the first year of its ownership by the 
taxpayer 

b)  The credit is limited to 1.5% of the qualified investment and is subject to allocated funding. 
Taxpayers must apply with the Colorado Economic Development Commission, which will 
determine if sufficient funding is available and, if so, will notify the Department of 
Revenue of the amount of the credit available to each taxpayer. 

Regulation 39-30-104(4).  Enterprise Zone Qualified Job Training Program Investment Credit. 

(a)   Credit allowed. 

For income tax years beginning on or after January 1, 1997, a ten percent credit is allowed with 
respect to the total current year investment in a qualified job training program. 

(b)   Credit carryforward. 

Excess credits may be carried forward for up to twelve years. The credits may not be carried 
back. 
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(c)   Relocation facility. 

No enterprise zone qualified jobs training program credit will be allowed for any expenditures 
resulting from the relocation of a facility from a location in Colorado to a location in an enterprise 
zone. This rule shall not apply if during the relocation, the new facility meets one of the criteria for 
determining an expansion facility: a $1,000,000 or 100% investment increase or a 10 employee 
or 10% employee increase. 

(d)   Definitions. 

(1)  "Qualified job training program" means a structured training or basic education program 
conducted on-site or off-site by the taxpayer or another entity to improve the job skills of 
employees who are employed by the taxpayer. These employees must be working 
predominantly within an enterprise zone. On the job training is not a qualified job training 
program. 

(2)  "Total investment" means 

A)  Land, building, real property improvement, leasehold improvement, or space lease 
costs and the cost of any capital equipment purchased or leased by the taxpayer 
and used entirely within an enterprise zone primarily for qualified job training 
program purposes or to make a training site accessible to the extent such 
investments or costs do not qualify for the enterprise zone investment tax credit; 
and 

B)  Expenses for a qualified job training program, whether incurred within or outside of an 
enterprise zone, including expensed equipment, supplies, training staff wages or 
fees, training contract costs, temporary space rental, travel expenses, and other 
expense costs of qualified job training programs for employees working 
predominantly within an enterprise zone. Wages of employees being trained are 
not includible expenses. 

Regulation 39-30-105.    Enterprise  zone   new business facility employee  credits. 

(a)  Credits identified. There are three Colorado enterprise zone new business facility employee credits. 
They are: 

(1)  The enterprise zone basic new business facility employee credit; 

(2)  The enterprise zone new business facility agricultural processing employee credit; and 

(3)  The employer sponsored health insurance credit. 

(b)  The enterprise zone basic new business facility employee credit. 

(1)  For income tax years beginning on or after January 1, 1989, any taxpayer who establishes a 
new business facility in an enterprise zone shall be allowed a credit against his Colorado 
income tax of $500 for each new business facility employee who is working within the 
zone prorated according to the number of months of employment during the tax year. For 
subsequent tax years, a credit of $500 shall be allowed for any increase in the average 
number of new business facility employees working in the zone. 

(1.5)  For income tax years beginning on or after January 1, 2003, any taxpayer who qualifies for 
the basic new business facility employee credit on a new employee located in an 
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enhanced rural enterprise zone will receive an additional $2,000 credit for each new 
business facility employee. 

(2)  For income tax years beginning prior to January 1, 1993, the amount by which the enterprise 
zone new business facility employee credit exceeded the taxpayer's income tax liability 
for the tax year was refundable to the taxpayer. For tax years beginning on or after 
January 1, 1993, such excess credits were no longer refundable but could be carried 
forward for a period of up to five years. Any excess $2,000 credit for employees working 
in an enhanced rural enterprise zone can be carried forward for a period of up to seven 
years. 

(3)  Examples of provisions of paragraph (b). 

Example 1: The Brown Corporation, a calendar year income taxpayer, established a new 
business facility in an enterprise zone on March 18, 1989. The number of new business 
facility employees as of the end of each calendar month were: January-0, February-0, 
March-6, April-8, May-9. June-12, July-15, August-18, September-24, October-26, 
November-25, and December-37. The average number of new business facility 
employees during 1989 was 15 (180 divided by 12). The basic enterprise zone new 
business facility employee credit the Brown Corporation may claim for 1989 is: the 
average number of new business facility employees (15) times the monthly credit rate 
[$41.67 ($500 divided by 12)] times the number of months in the taxable year (12) or 
$7,500. 

Example 2: If the Brown Corporation's average number of enterprise zone new business 
facility employees during 1990 were 43, the allowable 1990 credit would be: increase in 
average number of new business facility employees [28 (43-15)] times $41.67 times 
twelve, or $14,000. 

Example 3: If the Brown Corporation were to change to a fiscal year ending October 31, 
the credit computation for the period January 1 - October 31, 1991, would be: 

Average number of 
employees (assumed) 

60 

Minus previously qualified 
employees 

43 

Newly qualified employees 17 

Multiplied by $500 $8,500 

Prorated for 10 months $7,084 

 

Example 4: The Brown Company is located in an enhanced rural enterprise zone and 
adds 3.2 new business facility employees for the year ending October 31, 2004. The 
credit computation for the fiscal year ending October 31, 2004 would be: 

Newly qualified employees 3.2 

Multiplied by $500 $1,600 

Multiplied by $2,000 $6,400 



Code of Colorado Regulations  8 

Total credit $8,000 

 

(c)  The enterprise zone new business facility agricultural processing employee credit. 

(1)  If a new business facility established by a taxpayer in an enterprise zone on or after January 
1, 1989, is engaged in a business which adds value through manufacturing or processing 
to agricultural commodities, an additional credit or refund of $500 per new business 
facility employee is allowed. The enterprise zone new business facility agricultural 
processing employee credit is computed the same as is the enterprise zone basic new 
business facility employee credit and is allowed in addition thereto. 

(1.5)  For income tax years beginning on or after January 1, 2003, any taxpayer who qualifies for 
the new business facility agricultural processing employee credit on a new employee 
located in an enhanced rural enterprise zone will  receive  and additional $500 credit for 
each new business facility employee. 

(2)  The enterprise zone new business facility agricultural processing employee credit is available 
only to business that are directly engaged in manufacturing or processing agricultural 
commodities into some form other than that which enters normal agricultural commodity 
marketing channels. Harvesting, cleaning, packaging, storing, transporting, wholesaling, 
retailing, or otherwise distributing products without changing their form do not qualify. 

(3)  For income tax years beginning prior to January 1, 1993, the amount by which the enterprise 
zone new business facility agricultural processing employee credit exceeded the 
taxpayer's income tax liability for the tax year was refundable to the taxpayer. For tax 
years beginning on or after January 1, 1993, such excess credits were no longer 
refundable but could be carried forward for a period of up to five years. Any excess $500 
credit for employees working in an enhanced rural enterprise zone can be carried forward 
for a period of up to seven years. 

(d)  The employer sponsored health credit. 

(1)  For the first two full income tax years while located in an enterprise zone, taxpayers are 
allowed a credit of $200 for each new business facility employee insured under a health 
insurance plan or program at least 50% of the cost of which is paid by the taxpayer. Such 
plan or program may be any health insurance, health maintenance organization or pre-
paid health plan which is approved by the State Insurance Commissioner for sale in 
Colorado or it may be a self-insurance program. In the case of a self-insurance program, 
the program must be reduced to writing and it must be legally enforceable against the 
taxpayer. 

(2)  Health insurance credits earned in taxable years beginning on or after January 1, 1996, may 
be carried forward for up to five years. 

(3)  Example of the provisions of paragraph (d). 

Example: The Lincoln Corporation, a calendar year taxpayer, established a new business 
facility in a Colorado enterprise zone on September 1, 1989. The Lincoln Corporation 
paid the entire cost of a health maintenance plan for its employees. The average number 
of covered employees during 1990 was 41 and during 1991 it was 63. The allowable 
credits, limited to the corporation's tax liability for such years, would be $8,200 for 1990 
and $12,600 for 1991. No credit would be allowed for 1989 or 1992. 
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(e)  New business facility employees working in and out of the zone. 

(1)  Generally, a new business facility employee who works in and outside of the enterprise zone 
shall be counted as a partial enterprise zone new business facility employee in the ratio 
of his time spent working in the zone to his total working time. 

(2)  For income tax years beginning on or after January 1, 1994, a new business facility employee 
whose primary duties consist of operating a commercial motor vehicle with a commercial 
driver's license shall be deemed to be working one hundred percent within the zone if the 
employee spends no more than five percent of his or her total time at any facility of the 
employer other than the facility within the zone. This rule is not retroactive. The employer 
may not use this rule to claim additional credit for any employees employed prior to 
January 1, 1994. 

(f)  New business facilities established in enterprise zones prior to January 1, 1989. 

(1)  In the case of a new business facility created in an enterprise zone prior to January 1,1989, 
the enterprise zone basic new business facility employee credit and the enterprise zone 
new business facility agricultural processing employee credit were not allowed to be 
claimed until the facility was in operation in the enterprise zone for a full tax year. 

(2)  Example of the provisions of paragraph (f): 

Example: If the Brown Corporation in example 1 in Regulation 39-30-105(b)(3) had 
established a new business facility in an enterprise zone on March 18, 1988, instead of 
March 18, 1989, no credit would have been allowed for 1988 as the facility was not 
located in the zone for the full tax year. The credit allowed for 1989, assuming an 
average number of employees during the second year of operations of 43 as in example 
(2) under regulation 39-30-105(b)(3), would be $21,500, the same as the total credit 
allowed for the first two years under the current income tax provisions. 

(g)  Facility defined. A facility is any factory, mill, plant, refinery, warehouse, feedlot, building, or complex 
of buildings located within the state of Colorado, including the land on which such facility is 
located and all machinery, equipment, and other real and tangible personal property located at or 
within such facility and used in connection with the operation of such facility. The word building 
includes only structures within which individuals are customarily employed or which are 
customarily used to house machinery, equipment, or other property. 

(h)  New business facility defined. A new business facility is a facility which satisfies the following 
requirements: 

(1)  The facility must be employed by the taxpayer in the operation of a revenue-producing 
enterprise. A facility shall not be considered a new business facility in the hands of the 
taxpayer if the taxpayer's only activity with respect to the facility is to lease it to another 
person or persons. If the taxpayer employs only a portion of such facility in the operation 
of a revenue-producing enterprise and leases another portion of such facility to another 
person or persons or does not otherwise use such other portions in the operation of a 
revenue-producing enterprise, only the portion employed by the taxpayer in the operation 
of a revenue-producing enterprise may qualify as a new business facility. 

(2)  Three factors apply in determining whether a facility acquired or leased by a new business 
within an enterprise zone is treated as a new business facility. First, a facility acquired or 
leased by a business should be acquired by or leased by the taxpayer on or after the 
date the enterprise zone was designated. Effective date of acquisition means the date 
title is transferred and effective date of a lease means the date that the lease 



Code of Colorado Regulations  10 

commences. Second, if a taxpayer continues to operate in the same or substantially 
identical business as was operated prior to a change in business ownership, the facility 
does not qualify as a new business facility merely because of the ownership change. 
Third, if taxpayer starts a new type of business in an enterprise zone or establishes an 
additional business location in an enterprise zone, then the facility relating to such new 
business would be considered a new business facility. 

Example 1: Mr. Jones sold his drug store to Mr. Thompson. Mr. Thompson continued to 
operate the drug store. The drug store is not a new business facility for Mr. Thompson. 
However, if Mr. Thompson converted the drug store to a hardware store, it could qualify 
as a new business facility. 

Example 2: Mr. Jones operated a drug store in an enterprise zone. Mr. Jones started a 
new supermarket business in a different business facility within the same enterprise 
zone. Such new business, since it is a distinct business from the drug store, would be 
considered a new business and such new business would be considered a new business 
facility. Thus, the employee credits with regard to the new business would be available. 

(3)  The facility must not simply replace another facility. A replacement facility is a facility which 
replaces another facility located within Colorado which the taxpayer or a related taxpayer 
previously operated but discontinued operating on or before the close of the first tax year 
in which the enterprise zone new business facility employee credit is claimed. A facility 
shall be deemed to replace another facility if the following conditions are met: 

(A)  The previously held facility was operated by the taxpayer or a related taxpayer for 
more than three full taxable years out of the five taxable years next preceding the 
taxable year in which commencement of commercial operations occur at the 
newly acquired facility; and 

(B)  The previously held facility was employed by the taxpayer or a related taxpayer in the 
operation of a revenue-producing enterprise and the taxpayer continues the 
operation of the same or a substantially identical revenue-producing enterprise at 
the newly acquired facility. 

(C)  Examples of the provisions of paragraph (3): 

Example 1: Mr. Mason operated a restaurant in Colorado from January 1 of 1964 
until October 15 of 1988 when he closed it down. He opened a new restaurant in 
an enterprise zone on April 16, 1989. The new restaurant is a replacement facility 
and does not qualify for any of the enterprise zone new business facility 
employee credits. 

Example 2: Mary Walker operated a pet grooming business from May 6, 1986 to 
October 18, 1989, when she lost he lease and went out of business. She opened 
a new pet grooming business in an enterprise zone on March 11, 1990. The new 
business is not a replacement facility as she did not operate the old business for 
more than three full taxable years of the five taxable years immediately preceding 
1990. 

(4)  The replacement facility provisions of paragraph (3) immediately preceding this paragraph (4) 
will not apply in the case of a business which is moved from one qualified new business 
facility in an enterprise zone to another such facility. In such case, the new facility will 
simply substitute for the old facility. 
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(i)  Qualifying replacement facility. Notwithstanding the provisions of paragraph (h)(3) above, a facility 
shall not be considered to be a replacement facility if the taxpayer's investment in the facility 
exceeds three million dollars or, if less, three-hundred percent of the investment in the previously 
held facility by the taxpayer or related taxpayer. (See paragraph (l)(2) below for computation of 
qualifying employees.) 

(j)  Expansion facility. If a facility which is not a new business facility is expanded by the taxpayer, the 
expansion shall be a new business facility if the expansion otherwise meets the definition of a 
new business facility, and: 

(1)  The taxpayer's investment in the expansion exceeds one million dollars or, if less, one 
hundred percent of its investment in the original facility prior to expansion, or 

(2)  The expansion results in the employment of ten or more new business facility employees 
over and above the average number of employees employed in the enterprise zone by 
the taxpayer during the twelve months immediately prior to the expansion. This 
paragraph (2) is effective as of June 7, 1989. 

(3)  Example of the provisions of paragraph (2). The following chart reflects the employment 
record of the Hometown Department Store: 

 Net Increase 
in Employees 

Number of 
Employees 

Average Number of Employees 
during prior 12-Month Period 

Excess 

May 31, 1990 2 31 22.75 8.25 

June 30, 1990 1 32 23.917 8.083 

July 31, 1990 2 34 25.083 8.917 

Aug. 31, 1990 2 36 26.333 9.667 

Sept. 30, 1990 1 37 27.667 9.333 

Oct. 31, 1990 2 39 29 10.00 

 

This company would become an expansion new business facility in October 1990. This 
example was made by starting with ten employees in June of 1988 and increasing the 
number of employees by 5% a month (rounded to the nearest employee). This example 
shows that it is not necessary to hire 10 employees in one month to qualify as an 
expansion business facility. The 10 employees that qualified the business in this example 
were hired over a six month period. 

(4)  The investment in the original facility shall be the total investment in the facility not reduced 
by depreciation, and not including inventory, as of the close of business of the day 
preceding the designation of the enterprise zone. The investment in the expansion shall 
be the total investment in the expansion not reduced by depreciation, and not including 
inventory, beginning with the date of designation of the enterprise zone. 

(5)  Beginning with taxable years beginning on or after January 1, 1996, an expansion facility may 
be created by a 10% increase in the number of persons employed at a facility over and 
above the average number of persons employed at the facility on the last day of the 12 
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months preceding the 10% increase if such 10% increase amounts to at least one full-
time employee. 

(k)  Commencement of commercial operations defined. Commencement of commercial operations shall 
be deemed to occur during the first taxable year for which the new business facility is first 
available for use by the taxpayer, or first capable of being used by the taxpayer, in the revenue-
producing enterprise in which the taxpayer intended to use the new business facility. 

(l)  New business facility employee defined. 

(1)  New business facility employee means a person employed by the taxpayer in the operation of 
a new business facility. A person shall be deemed to be so engaged if he performs duties 
in connection with the operation of the new business facility on: a regular full-time basis; 
a part-time basis if such person is customarily performing such duties at least twenty 
hours per week throughout the taxable year; or a seasonal basis if such person performs 
such duties for substantially all of the season customary for the position in which such 
person is employed. 

(2)  In the case of a facility which qualifies as a new business facility because of the investment 
by a taxpayer of $3,000,000 in the facility or at least 300% of his investment in a 
previously held facility, the number of qualifying enterprise zone new business facility 
employees shall be reduced by the average number of individuals employed in the 
operation of the facility which the new business facility replaces during the three taxable 
years preceding the taxable year in which commencement of commercial operations 
occur at such new business facility. 

(3)  In the case of a facility which qualifies as an expansion facility, the number of qualifying 
enterprise zone new business facility employees shall be reduced by the average number 
of individuals employed in the operation of the facility during the twelve months 
immediately prior to the expansion. 

(m)  Related taxpayer defined. 

(1)  Related taxpayer means a corporation, partnership, limited liability company, trust, or 
association controlled by the taxpayer; an individual, corporation, limited liability 
company, partnership, trust, or association under the control of the taxpayer; or a 
corporation, limited liability company, partnership, trust or association controlled by an 
individual, corporation, limited liability company, partnership, trust or association under 
the control of the taxpayer. 

(2)  Control of a corporation means ownership, directly or indirectly, of stock possessing at least 
eighty percent of the total combined voting power of all classes of stock entitled to vote 
and at least eighty percent of all other classes of stock of the corporation. Control of a 
partnership, limited liability company, or association means ownership of at least eighty 
percent of the capital or profits interest in such partnership, limited liability company, or 
association; and control of a trust means ownership, directly or indirectly, of at least 
eighty percent of the beneficial interest in the principal or income of such trust. 

(n)  Revenue-producing enterprise defined. Revenue-producing enterprise means: 

(1)  The production, assembly, fabrication, manufacture, or processing of any agricultural, 
mineral, or manufactured product; 

(2)  The storage, warehousing, distribution, or sale of any products of agriculture, mining, or 
manufacturing; 
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(3)  The feeding of livestock at a feedlot; 

(4)  The operation of laboratories or other facilities of scientific, agricultural, animal husbandry, or 
industrial research, development, or testing; 

(5)  The performance of services of any type; 

(6)  The administrative management of any of the activities listed in paragraphs (1) through (5); or 

(7)  Any combination of any of the activities referred to in paragraph (6). 

(o)  Same or substantially identical revenue-producing enterprise defined. Same or substantially identical 
revenue-producing enterprise means a revenue-producing enterprise in which the products 
produced or sold, the services performed, or the activities conducted are the same in character 
and use and are produced, sold, performed, or conducted in the same manner and to or for the 
same types of customers as the products, services, or activities produced, sold, performed, or 
conducted in another revenue-producing enterprise. 

(p)  Pass-through entities. Enterprise zone new business facility employee credits can be passed through 
to partners, shareholders or members of a pass-through entity in any ratio agreed upon by the 
partners, shareholders or members. 

(q)  Leased employees. Leased employees hired prior to August 3, 2007 do not qualify for enterprise 
zone new business facility employee credits for the company leasing the employees. Leased 
employees hired on or after August 3, 2007 qualify for enterprise zone new business facility 
employee credits for the company leasing the employees if either the lessee or lessor of the 
employees withholds social security, medicare and income taxes under either of their own federal 
and state taxpayer identification numbers. In the case of qualifying leased employees, only the 
lessee may claim the new business facility employee credit. 

Regulation 39-30-105.5.  Enterprise zone research and experimental expenditures credit, 

(a)  Credit allowed. 

(1)  For income tax years beginning on or after January 1, 1989, taxpayers may claim an income 
tax credit with respect to expenditures made for research and experimental activities 
conducted in a Colorado enterprise zone. The credit is three percent of the amount of 
such expenditures allowed to be expensed (or which could have been expensed, had the 
taxpayer so elected) under the provisions of section 174 of the internal revenue code for 
the current tax year over the average of such amounts for the two preceding tax years. 

(2)  Research and experimental expenditures are expenditures incurred in the taxpayer's trade or 
business, which represent research and development costs in the experimental or 
laboratory sense. The term includes generally all such costs incident to the development 
of an experimental or pilot model, a plant process, a product, a formula, an invention, or 
similar property. Qualifying expenditures include not only costs paid or incurred by the 
taxpayer for research or experimentation undertaken directly by him but also to 
expenditures paid or incurred for experimentation carried out in his behalf by another 
person or organization. Expenditures by the taxpayer for the acquisition or improvement 
of land or property that is subject to an allowance for depreciation under section 167 or 
depletion under section 611 of the Internal Revenue Code are not qualifying expenditures 
for the purposes of determining this credit. The following expenditures also do not qualify: 

(i)  expenditures for ordinary testing or inspection of material for quality control, 
management, advertising or consumer studies, efficiency surveys, or promotions; 
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(ii)  cost of acquiring another person's patent, model, process, etc.; 

(iii)  costs incurred in connection with literary, historical and similar projects; 

(iv)  expenditures to ascertain the existence, location, extent or quality of mineral 
deposits, including oil and gas; and 

(v)  amounts paid from funds furnished by a governmental agency. 

(b)  Limitation on credit; carryover. 

(1)  The amount of enterprise zone research and experimental credit allowed with respect to 
expenditures made during a given year is allowed over a four year period. One-fourth of 
the credit is allowed for the year during which the expenditure was made and one-fourth 
for each of the next three years. To the extent the credit for any year exceeds the tax 
liability for such year after other credits have been claimed, the excess may be carried 
forward and claimed until it is used up. 

(2)  Example of provisions of paragraph (b). 

Example: The Spacerace Corporation had qualifying enterprise zone research and 
experimental activities expenditures during 1989 of $618,000. The average of such 
expenditures for the two preceding tax years was $370,000. The allowable credit is 3% of 
$248,000 or $7,440. One-fourth of this amount or $1,860 may be claimed in each of the 
tax years, 1989, 1990, 1991 and 1992. If the 1989 tax were $1,500, the $360 excess 
could be carried to 1990 and added to the allowable credit for that year. 

Regulation 39-30-105.6.  Credit for rehabilitation of vacant enterprise zone buildings. 

(a)  Credit allowed. 

(1)  The building must be at least twenty years old and must have been unoccupied with no 
business activity for at least two years prior to the time the rehabilitation is begun. 

(2)  The $50,000 per building limitation applies with respect to each owner, tenant, or group of 
owners or tenants. Taxpayer Brown may rehabilitate a building and claim a $50,000 
credit. He may later sell the building to taxpayer Green who may make additional 
rehabilitation and claim additional credit. In the case of an ownership or tenant group, the 
$50,000 limitation applies to the group, and each partner, member or shareholder thereof 
is limited to his proportionate share of the overall limitation. 

(3)  If a taxpayer elects to claim the federal section 38 rehabilitation credit, he may not claim the 
Colorado enterprise zone credit for rehabilitation of a vacant building with respect to the 
same expenditures. 

(b)  Credit carryover. If the credit allowed for the rehabilitation of a vacant enterprise zone building 
exceeds the tax liability after reduction for previous credits claimed, the excess credit may be 
carried forward for a period of up to five years. 

(c)  Building defined. For purposes of the rehabilitation credit, the term building means any structure built 
for permanent use, as a house, factory, etc., which is valued separately for general property tax 
purposes. 

(d)  Qualifying expenditures defined. 
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(1)  Qualified expenditures means expenditures associated with exterior improvements, structural 
improvements, mechanical improvements, or electrical improvements necessary to put 
the building into a proper condition for the operation of a commercial enterprise. Qualified 
expenditures may include expenditures associated with demolition, carpentry, sheetrock, 
plaster, painting, ceilings, fixtures, doors, windows, sprinkler systems installed for fire 
protection purposes, roofing and flashing, exterior repair, cleaning, tuckpointing, and 
cleanup. 

(3)  Qualified expenditures does not include soft costs such as the cost of appraisals, 
architectural, engineering, and interior design fees; legal, accounting, and realtor fees; 
loan fees; sales and marketing; closing; building permit, use, and inspection fees; bids; 
insurance; project signs and phones; temporary power; bid bonds; copying; and rent loss 
during construction. Qualifying expenditures does not include costs associated with the 
acquisition; interior furnishings; new additions except as may be required to comply with 
building and safety codes; excavation; grading; paving; landscaping, and repairs to 
outbuildings. 

(e)  Certification of qualified nature of expenditures. Any taxpayer claiming credit for the rehabilitation of 
an enterprise zone building must attach to his income tax return a certification from the enterprise 
zone administrator attesting to the qualified nature of the expenditures. He shall submit upon 
request copies of receipts, bills or any other documentation he may have that will verify the 
amount of the qualifying expenditures. 

Regulation 39-30-106.  Enterprise zone machinery and machine tool sales tax exemption. 

(1)  Exemption provided. An exemption from Colorado sales tax is provided with respect to the purchase 
of machinery, machine tools, or parts thereof, or material for the construction or repair of 
machinery or machine tools, in excess of $500 to the extent the machinery or machine tools is 
used exclusively in a manufacturing process carried on in a Colorado enterprise zone. This 
exemption applies to machinery, machine tools and parts purchased on or after January 1, 1988, 
and to material for the construction or repair of machinery or machine tools purchased on or after 
June 7, 1989. Machinery, machine tools, and parts purchased prior to June 7, 1989 did not 
qualify for this exemption unless it/they were capitalized on the taxpayer's books and met the 
definition of "qualifying property" as contained in section 48 of the internal revenue code as such 
section existed prior to the enactment of the "Revenue Reconciliation Act of 1990". 

(2)  Declaration of entitlement. Whenever a taxpayer making a purchase of machinery, machine tools, 
parts thereof, or material for the construction or repair of machinery or machine tools which 
qualifies for the exemption provided for by section 39-30-106 wishes to claim such exemption, he 
must complete two copies of Form 1191, "sales tax exemption on purchases of machinery and 
machine tools", give one copy to the vendor and send the other copy to the department of 
revenue within 20 days of the date of the purchase. The department of revenue will then 
determine whether or not the exemption claim is valid. 

Regulation 39-30-108 

(a)  The local government, with jurisdiction over the enterprise zone, shall annually certify on the form 
specified by the Director to the taxpayer claiming the exemption and credits under Part 1 of 
Article 30, Title 39, C.R.S. that the taxpayer’s permanent place of business is located within the 
boundaries of the zone. In the case of a contribution to the zone administrator, the enterprise 
zone administrator, or an official of the project, program, or organization certified to receive direct 
donations shall certify on the form specified by the Director the value of the contribution and the 
use to which the contribution will be put. The taxpayer shall file a copy of this certification 
document with the Department of Revenue at the time of the tax return claiming the credits. 
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(b)  The certification document is not required to claim a credit for contribution to an enterprise zone 
administrator of less than $250, an investment tax credit of less than $450, or a new business 
facility employee credit of less than $450. 

(c)  Any electronically filed income tax return must include requested information from the certification and 
the certification form must be submitted to the Department of Revenue upon request. 

__________________________________________________________________________ 

Editor’s Notes 

History 

Regulation 39-30-105 eff. 01/01/2009. 

Regulation 39-30-104 eff. 03/02/2011. 
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